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WALL STREET AND THE FINANCIAL CRISIS: 
Anatomy of a Financial Collapse 
Majority and Minority Staff Report 

U. S. SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 


FOOTNOTE LOCATOR LIST and BATES LOCATOR LIST 

The following two lists. Footnote Locator List starting below, and 
the following Bates Locator List, reference documents referred to in the 
Report’s footnotes. Footnotes which are not contained in either list are 
explanative, reference Subcommittee interviews for which records are 
not available to the public, or reference a widely available public 
document. 

Many documents are referenced in multiple footnotes. To locate a 
document by footnote number refer to the Footnote Locator List, using 
the first footnote in which the document is referenced. To locate a 
document by bates number, refer to the Bates Locator List. Both lists 
then provide the page number where the document can be found. That 
page number appears in the top right-hand comer of the Footnote 
Exhibits. 
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GS MBS-E-001 800683 

3484 

1637 

GSMBS-E-010989710 

3485 

1646 

GS MBS-E-009763506 

3486 

1646 

GS MBS-E-009688192 

3488 

1650 

GS MBS-E-010214409 

3492 

1650 

GS MBS-E-012744553 

3496 

1650 

GSMBS-E-0124n673 

3500 

1650 

GS MBS-E-012776557 

3505 

1656 

GS MBS-E-010022328 

3511 

1657 

GS MBS-E-002631719 

3528 

1658 

GS MBS-E-010474983 

3531 

1661 

GS MBS-E-010267341 

3536 

1661 

GS MBS-E-0 11 3755 19 

3538 

1661 

GS MBS-E-019794071 

3540 

1663 

GS MBS-E-02 1893369 

3541 

1663 

GS MBS-E-0 12474685 

3544 

1666 

GS MBS-E-010389296 

3547 

1666 

GS MBS-E-01 0378492 

3548 
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Footnote 


FN Exhibit 
Page # 

1679 

GS MBS-E-009980807 

3549 

1683 

GS MBS-E-016165580 

3551 

1685 

GSMBS-E-010381411 

3552 

1688 

GS MBS-E-009757841 

3553 

1688 

GS MBS-E-0 17237596 

3554 

1689 

GSMBS-E-0I0381967 

3555 

1693 

GS MBS-E-01 1270138 

3556 

1694 

GS MBS-E-0 10987763 

3558 

1695 

GS MBS-E-002204942 

3559 

1697 

GS MBS-E-0 172502 18 

3561 

1699 

GS MBS-E-018938493 

3562 

1699 

GS MBS-E-0 18940734 

3564 

1699 

GS MBS-E-012502371 

3566 

1699 

GS MBS-E-0 19460848 

3567 

1699 

GSMBS-E-010707216 

3569 

1699 

GS MBS-E-012523933 

3570 

1699 

GS MBS-E-012374026 

3571 

1699 

GS MBS-E-009739009 

3573 

1702 

GS MBS-E-010393092 

3574 

1705 

GS MBS-E-009632839 

3575 

1707 

GS MBS-E-010397102 

3576 

1709 

GSMBS-E-012890599 

3578 

1716 

GS MBS-E-010398072 

3586 

1719 

GSMBS-E-012085546 

3587 

1721 

GS MBS-E-002628642 

3589 

1730 

GS MBS-E-01 1106690 

3590 

1732 

GS MBS-E-002207710 

3591 

1738 

GSMBS-E-004516519 

3615 

1742 

GS MBS-E-0 124431 15 

3617 

1743 

GS MBS-E-0 1256 1798 

3619 

1746 

GSMBS-E-021 887795 

3621 

1748 

GS MBS-E-0 12570 169 

3622 

1750 

GS MBS-E-0 1289 1722 

3624 

1751 

GS MBS-E-0 12443662 

3627 

1752 

GS MBS 0000039096 

3628 

1753 

GS MBS-E-0 12443675 

3637 

1754 

GS MBS-E-01 1184213 

3639 

1755 

GS MBS-E-012444252 

3642 

1759 

GS MBS-E-012551726 

3643 

1760 

GS MBS-E-0 1255 1460 

3644 

1762 

GSMBS-E-012445931 

3646 

1763 

GS MBS-E-0 18947548 

3647 

1764 

GS MBS-E-012445404 

3650 

1765 

GS MBS-E-012458169 

3651 

1770 

GS MBS-E-00 1920339 

3652 

1770 

GS MBS-E-003375593 

3653 

1770 

GS MBS-E-010798675 

3654 

1770 

GSMBS-E-009967117 

3655 

1770 

GSMBS-E-001916435 

3657 

1770 

GSMBS-E-001919600 

3660 

1770 

GS MBS-E-009747489 

3662 
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Footnote 


FN Exhibit 
Page# 

1771 

GS MBS-E-0 10796702 

3666 

1773 

GS MBS-E-0 12900708 

3667 

1775 

GS MBS-E-0 10857498 

3669 

1778 

GS MBS-E-010849103 

3672 

1779 

GS MBS-E-02 1890868 

3673 

1780 

GS MBS-E-02 1905440 

3674 

1781 

GSMBS-E-015654036 

3675 

1781 

GS MBS-E-0 1 5653681 

3690 

1781 

GS MBS-E-0 157 12249 

369! 

1783 

GS MBS-E-01 1154528 

3692 

1787 

GSMBS-E-010876357 

3693 

1792 

GS MBS-E-00 1929202 

3695 

1793 

GS MBS-E-010619375 

3699 

1798 

GS MBS-E-01 1088957 

3701 

1799 

GS MBS-E-009640293 

3703 

1801 

GS MBS-E-0 10673306 

3704 

1802 

GSMBS-E-010681855 

3705 

1803 

GS MBS-E-0 10678428 

3707 

1805 

GS MBS-E-01 068 1647 

5882 

1807 

GS MBS-E-0 10060 183 

3713 

1812 

GS MBS-E-009741 145 

3716 

1814 

GS MBS-E-009739836 

3717 

1815 

GS MBS-E-0 10608 145 

3718 

1817 

GS MBS-E-010682736 

3719 

1818 

GS MBS-E-0 12606879 

3720 

1820 

GS MBS-E-009778573 

3721 

1821 

GS MBS-E-009640287 

3722 

1824 

GSMBS-E-012927140 

3725 

1825 

GS MBS-E-01 131 1633 

3727 

1827 

GS MBS-E-012927200 

3729 

1827 

GS MBS-E-009993267 

3731 

1829 

GS MBS-E-009775575 

3733 

1831 

GS MBS-E-009779885 

3734 

1832 

GSMBS-E-010678553 

3736 

1832 

GS MBS-E-0 106 19824 

3738 

1833 

GS MBS-E-099775568 

3740 

1833 

GS MBS-E-009756424 

3741 

1838 

GS MBS-E-0 1062 1324 

3742 

1839 

GS MBS-E-009643469 

3744 

1840 

GS MBS-E-009589083 

3745 

1853 

GS MBS-E-0 15863620 

3748 

1858 

GS MBS-E-010386051 

3749 

1860 

GS MBS-E-010674894 

3757 

1860 

GS MBS-E-01 0674895 

3758 

1861 

GS MBS-E-0 13693 128 

3759 

1864 

GS MBS-E-0 12929469 

3788 

1871 

GS MBS-E-010630691 

3790 

1871 

GS MBS-E-01 0690522 

3792 

1872 

GS MBS-E-0022 11242 

3803 

1872 

GS MBS-E-010646842 

3804 

1875 

GSMBS-E-010671564 

3806 
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Footnote 


FN Exhibit 
Page # 

1881 

GS MBS-E-009592726 

3810 

1887 

GS MBS-E-002202310 

3813 

1891 

GS MBS-E-012927202 

3814 

1892 

GS MBS-E-016344758 

3816 

1905 

GS MBS-E-009778897 

3818 

1905 

GSMBS-E-012868698 

3820 

1905 

GS MBS-E-009708690 

3821 

1906 

GS MBS-E-009742070 

3822 

1914 

GS MBS-E-0 11247689 

3824 

1916 

GSMBS-E-012927198 

3825 

1918 

GS MBS-E-0097 16432 

3827 

1918 

GSMBS-E-010374687 

3829 

1919 

GS MBS-E-009763394 

3830 

1920 

GS MBS-E-009724779 

3831 

1920 

GS MBS-E-009762741 

3833 

1922 

GS MBS-E-009720057 

3835 

1922 

GS MBS-E-009764685 

3837 

1923 

GS MBS-E-009762239 

3839 

1925 

GS MBS-E-009757430 

3841 

1932 

GSMBS-E-010680327 

3843 

BH 

GS MBS-E-010623720 

3847 

1937 

GSMBS-E-010388177 

3848 

1951 

GS MBS-E-010679220 

3849 

1951 

GSMBS-E-009740158 

3850 

1954 

GSMBS-E-009716460 

3852 

1954 

GS MBS-E-009714807 

3858 

1954 

GS MBS-E-009708872 

3860 

1954 

GS MBS-E-0097 17721 

3862 

1954 

GS MBS-E-009724040 

3864 

1954 

GS MBS-E-009707379 

3866 

1956 

GS MBS-E-009926240 

3867 

1967 

GS MBS-E-0 13668603 

3868 

1979 

GS MBS-E-009601759 

3880 

1990 

GS MBS-E-009653853 

3881 

1990 

GS MBS-E-009631348 

3883 

1995 

GS MBS-E-0 12962076 

3885 

1998 

GS MBS-E-009994305 

3887 

1998 

GSMBS-E-013746511 

3892 

2009 

GS MBS-E-0 1093 1233 

3893 

2010 

GS MBS-E-009582963 

3895 

2013 

GS MBS-E-002203268 

3897 

2015 

GS MBS-E-01 91 64799 

3899 

2017 

GS MBS-E-0022 12223 

3901 

2019 

GS MBS-E-002620292 

3902 

2019 

GS MBS-E-003249991 

3904 

2020 

GS MBS-E-002640951 

3906 

2020 

GS MBS-E-009332408 

3909 

2020 

GS MBS-E-009685430 

3910 

2022 

GS MBS-E-0 10807091 

3911 

2022 

GS MBS-E-010626401 

3913 

2029 

GS MBS-E-009760380 

3915 
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Footnote 


FN Exhibit 
Page # 

2031 

GSMBS-E-01 341 1815 

3916 

2037 

GS MBS-E-002 195434 

3917 

2039 

GS MBS-E-010387242 

3919 

2040 

GS MBS-E-002048050 

3920 

2041 

GSMBS-E-0022 11055 

3924 

2041 

GS MBS-E-002134411 

3925 

2044 

GS MBS-E-004641002 

3927 

2044 

GS MBS-E-002135667 

3929 

2047 

GS MBS-E-002207n4 

3930 

2049 

GS MBS-E-009860358 

393! 

2053 

GS MBS-E-019645932 

3934 

2054 

GSMBS-E-002131857 

3935 

2056 

GS MBS-E-002201064 

3943 

2056 

GS MBS-E-002201055 

3944 

2064 

GS MBS-E-003322028 

3948 

2069 

GS MBS-E-009759477 

3952 

2072 

GS MBS-E-001866889 

3953 

2073 

GS MBS-E-010848985 

3954 

2079 

GSMBS-E-02 1895601 

3955 

2084 

GS MBS-E-0 10703744 

3957 

2085 

GS MBS-E-0 19648 100 

3958 

2088 

GS MBS-E-0 10649734 

3960 

2090 

GS MBS-E-001863651 

3961 

2090 

GS MBS-E-010787603 

3981 

2090 

GS MBS-E-0 1097 1156 

3982 

2095 

GS MBS-E-012504595 

3983 

2095 

GS MBS-E-00199612I 

3985 

2095 

OS MBS-E-01 1057632 

3986 

2095 

GSMBS-E-001 865723 

3988 

2097 

GS MBS-E-0 10973 174 

4007 

2098 

GSMBS-E-010973175 

4008 

2098 

GS MBS-E-0 10952331 

4026 

2099 

GS MBS-E-0 1 9654926 

4044 

2101 

GS MBS-E-0 1892 1924 

4046 

2106 

GS MBS-E-001 934732 

4048 

2108 

GS MBS-E-003305101 

4050 

2109 

GS MBS-E-001 863555 

4052 

2111 

GSMBS-E-001934058 

4053 

2112 

GSMBS-E-001914921 

4055 

2115 

GS MBS-E-010803889 

4059 

2116 

GSMBS-E-01 1212260 

4062 

2117 

GS MBS-E-01 1136832 

4063 

2119 

GS MBS-E-001920459 

4064 

2123 

GS MBS-E-001927791 

4065 

2124 

GSMBS-E-01 1310717 

4068 

2125 

GSMBS-E-010619382 

4071 

2125 

GSMBS-E-01 1090928 

4074 

2126 

GS MBS-E-010684858 

4077 

2129 

GS MBS-E-010685200 

4079 

2130 

GS-PSI-01310 

4081 

2133 

GS MBS-E-002339552 

4090 
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FN Exhibit 
Page # 

2133 

GS MBS-E-001965860 

4092 

2133 

GS MBS-E-003373736 

4094 

2136 

GS MBS-E-01 3349723 

4096 

2136 

GS MBS-E-010055302 

4098 

2136 

GS MBS-E-009882064 

4100 


VOLUME 5 - PART IV 


2146 

GS MBS-E-0 11 128623 

4104 

2147 

GS MBS-E-010876595 

4105 

2148 

GS MBS-E-0 10876565 

4108 

2149 

GSMBS-E-010853931 

4111 

2150 

GS MBS-E-009691345 

4113 

2152 

GS MBS-E-010623779 

4115 

2163 

GS MBS-E-010847490 

4117 


GS MBS-E-01 1068490 

4119 

■ilfiM 

GS MBS-E-001927891 

4121 


GS MBS-E-001912408 

4123 

mm 

GS MBS-E-013782989 

4126 

2173 

GSMBS-E-002562148 

4127 

2185 

GS MBS-E-0 12432706 

4128 

2186 

GS MBS-E-00 1990255 

4129 

2188 

GS MBS-E-016034495 

4132 

2190 

GSMBS-E-001 157934 

4134 

2199 

GS MBS-E-002048050 

4136 

2202 

GS MBS-E-00 1157942 

4141 

2207 

GS MBS-E-01 3648 130 

4146 

2215 

GS MBS 0000004337 

4149 

2217 

GSMBS-E-012685289 

4160 

2217 

GS MBS 0000004472 

4161 

2218 

GS MBS-E-0 109 19930 

4163 

2220 

GS MBS-E-009682590 

4164 

2221 

GS MBS-E-009739145 

4166 

2221 

GS MBS 0000004468 

4167 

2221 

GS MBS-E-012681410 

4169 

2221 

GS MBS-E-0096 15593 

4170 

2223 

GSMBS-E-012328199 

4172 

2226 

GSMBS-E-012328194 

4173 

2228 

GS MBS-E-01 2328203 

4175 

2231 

GS MBS-E-0 18209595 

4176 

2235 

Moody’s "Structured Finance - Rating Methodology" (3/23/2007) 

4177 

2239 

GS MBS-E-0 12432742 

4181 

2241 

GS MBS-E-012685645 

4182 

2242 

GS MBS-E-010913416 

4183 

2243 

GS MBS-E-012684557 

4184 

2244 

GS MBS-E-017502983 

4186 

2245 

GS MBS-E-01 1402123 

4188 

2245 

GS MBS-E-01 1403442 

4189 

2251 

GS MBS-E-012328848 

4190 
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Footnote 


FN Exhibit 
Page # 

2252 

GSMBS-E-014042217 

4191 

2252 

OS MBS-E-014042218 

4192 

2252 

GS MBS-E-0 14042220 

4194 

2253 

OS MBS-E-014367160 

4195 

2253 

GSMBS-E-014367161 

4196 

2253 

GS MBS-E-017504075 

4232 

2266 

GS MBS-E-012689798 

4233 

2267 

GS MBS-E-021822056 

4234 

2270 

GS MBS-E-0 1 09 16991 

4317 

2271 

GS MBS 0000004474 

4318 

2271 

GS MBS 0000004476 

4320 

2271 

GS MBS 0000004478 

4322 

2271 

GS MBS 0000004484 

4324 

2271 

GS MBS-E-012695030 

4326 

2272 

GS MBS-E-009757821 

4328 

2273 

GS MBS-E-0000066413 

4329 

2274 

GS MBS-E-0000054856 

4330 

2276 

GS MBS-E-009557391 

4331 

2277 

GSMBS-E-018321286 

4332 

2278 

GS MBS-E-0000030518 

4333 

2289 

GS MBS-E-006638833 

4335 

2291 

HUD-CDO-00005125 

4337 

2295 

GSMBS-E-013475756 

4338 

2298 

GS MBS-E-013870906 

4345 

2302 

GS MBS-E-000904603 

4347 

2302 

GS MBS-E-0I4335388 

4349 

2304 

GSMBS-E-014605918 

4351 

2305 

GS MBS-E-01 4597705 

4352 

2306 

GS MBS-E-009471708 

4353 

2306 

GS MBS-E-016473768 

4355 

2307 

GSC-CDO-FCIC-0029698 

4356 

2307 

GS MBS-E-000905571 

4357 

2315 

GS MBS-E-002201486 

4358 

2320 

GS MBS-E-0 18936 137 

4359 

2321 

GS MBS-E-010383828 

4361 

2331 

GS MBS-E-015550857 

4363 

2339 

GS MBS-E-000855351 

4365 

2340 

GS MBS-E-000892557 

4402 

2344 

GS MBS-E-014419176 

4444 

2353 

GSMBS-E-021880171 

4445 

2367 

GS MBS-E-00 1927784 

4449 

2369 

GS MBS-E-010989241 

4451 

2386 

GS MBS-E-003361238 

4453 

2393 

GS MBS-E-00! 863725 

4457 

2399 

GSMBS-E-OOI 125549 

4458 

2403 

GS MBS-E-0 12443 166 

4460 

2403 

GS MBS-E-012443167 

4461 

2406 

GS MBS-E-001 866482 

4463 

2406 

GS MBS-E-022023387 

4472 

2406 

GS MBS-E-010809241 

4473 

2406 

GS MBS-E-01 0795808 

4482 
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Footnote 


FN Exhibit 
Page # 

2409 

GS MBS-E-001936955 

4485 

2410 

GS MBS-E-00 1922 156 

4487 

2412 

JUL 000685 

4489 

2413 

JUL 002027 

4493 

2415 

GS MBS-E-002003102 

4497 

2417 

GS MBS-E-0018 10225 

4505 

2417 

GS MBS-E-001914580 

4509 

2418 

GS MBS-E-001912398 

4511 

2419 

PSI-Basis_Capital_Group-03-0001 

4515 

2419 

GS MBS-i-002002522 

4525 

2424 

GS MBS-E-002006149 

4526 

2425 

GSMBS-E-001918603 

4530 

2426 

PSI-Basis_Capital_Group-02-000 1 

4533 

2430 

GS MBS-E-00 1990 127 

4537 

2433 

GS MBS-E-001 866391 

4552 

2436 

GSMBS-E-01 01 69281 

4575 

2438 

GS MBS-E-0 13449641 

4578 

2439 

JUL 003958 

4584 

2442 

GS MBS-E-001919861 

4587 

2445 

GS MBS-E-010958182 

4588 

2452 

GS MBS-E-010971809 

4589 

2453 

GS MBS-E-00 1866 144 

4590 

2458 

GS MBS-E-0 10952698 

4591 

2459 

OSMBS-E-012371112 

4592 

2462 

GS MBS-E-001 866752 

4595 

2464 

GS MBS-E-003334218 

4596 

2464 

GS MBS-E-00 1980637 

4598 

2465 

GSMBS-E-01 1050254 

4601 

2466 

GS MBS-E-004735378 

4602 

2467 

GS MBS-E-01 1183045 

4604 

2468 

GS MBS-E-001920215 

4607 

2469 

GS MBS-E-001927858 

4608 

2472 

GS MBS-E-0 13427046 

4609 

2473 

GS MBS-E-001913775 

4610 

2474 

GS MBS-E-010857643 

4611 

2474 

GS MBS-E-0 10857644 

4612 

2483 

GSMBS-E-002011152 

4615 

2485 

GS MBS-E-009209654 

4617 

2490 

GS MBS-E-002055378 

4619 

2496 

GS MBS-E-003246145 

4730 

2497 

GS MBS 0000022785 

4733 

2501 

PSl-Paulson-04 (Pellegrini Depo)-0001 

4739 

2502 

GS MBS-E-002534649 

4754 

2503 

GS MBS-E-002480516 

4756 

2507 

GS MBS-E-002526707 

4757 

2515 

PSI-Paulson-04 (Shu Depo)-0001 

4758 

2515 

PAULSON-ABACUS 0252736 

4764 

2515 

GS MBS-E-002754054 

4782 

2517 

GS MBS-E-007974381 

4783 

2519 

GSMBS-E-003010587 

4785 

2522 

Chart: "Abacus 2007-ACl Reference Portfolio" 

4788 
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FN Exhibit 
Page# 

2522 

GS MBS-E-002483408 

4790 

2522 

GS MBS-E-002522389 

4792 

2522 

GS MBS-E-002480574 

4795 

2522 
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SUPPLEMENTAL QUESTIONS FOR THE RECORD 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 

to 

LLOYD C. BLANKFEIN 

Chairman and Chief Executive Officer 
The Goldman Sachs Group, Inc. 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

fVALL STREET AND THE FINANCIAL CRISIS: 
THE ROLE OF INVESTMENT BANKS 
April 27, 2010 


Please nrovide answers to the following questions by June 15. 2010 : 

1 . Provide the following information regarding each of the following transactions (each of 
which is hereinafter referred to in this question as a “Transaction" or, collectively, “the 
Transactions”): 

Anderson Mezzanine Funding 2007-1 ; 

Camber 7; 

Fort Denison Funding; 

Hudson Mezzanine Funding 2006-1 ; 

Hudson Mezzanine Funding 2006-2; 

Point Pleasant Funding 2007-1; and 
TimherwolfI, 

(a) Provide a list of all assets in each Transaction at the closing date of the Transaction. For 
each listed asset: 

(i) State whether each asset is a cash or synthetic asset. 

(it) Specify its original face value in dollars. 

(iii) For each cash asset, identify by name the party from whom it was purchased and the 
date of purchase. 

(iv) For each synthetic asset: identify each referenced asset; identify by name the 
counter party facing the Transaction; and the nature and date of any swap or 
offsetting or back to back transaction entered into by the counter party with respect 
to such referenced asset. 
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- 2 - 

(v) State whether and, if so describe, any asset that was added to or removed from each 
Transaction after the closing date, the source of any such asset, the purchase or sales 
price for any such asset, and how any such price was determined, 

(b) For each Transaction: 

(i) Describe in detail Goldman Sachs’ (“Goldman”) role in the Transaction, including 
whether it served as a placement agent; participated in the selection of assets or 
referenced assets prior to or after the closing date of the Transaction; hired a 
collateral manager or other agent for the Transaction; contributed, purchased, or 
warehoused any assets; participated in obtaining a credit rating for the Transaction; 
participated in the selection of any counter party for the Transaction; entered into 
any credit default swap or short position or acted as a counter party with respect to 
the Transaction or assets related to the Transaction; sold any securities related to the 
Transaction; or oversaw the liquidation, unwinding, closure or completion of the 
Transaction. 

(ii) Describe the capital structure and credit ratings obtained for each Transaction, 
including any change in the credit ratings over time. 

(iii) Identify by name and address each purchaser of each security issued in connection 
with the Transaction, including the name, price, size, and total notional value of 
each type of security purchased; the date each security was purchased; the Goldman 
sales representative responsible for the sale of each security; and the Gross Credits 
(“GCs”) paid to any sales representative for the sale of each security, 

(iv) Indicate how many and the nature of any securities that were retained or purchased 
by Goldman from the Transaction; if those securities were sold or otherwise 
disposed of within 12 months of the inception of the security, the number of 
securities sold or disposed of, the sales price or cost of disposition, and to whom 
they were sold or how they were otberwise disposed of; and identify any securities 
that were sold to investors and repurchased by Goldman. 

(v) Indicate the net revenues or losses sustained by Goldman from the Transaction, 
combining all sales, transfers, credit defaults, short positions, and other activities 
undertaken by Goldman in connection with the Transaction from its inception to the 
present. Explain how the net revenue or loss figure was derived, and its key 
components. 

(vi) Identify by name and address any investor who has complained to Goldman in 
writing about its investment in one or more of the Transactions. 

(c) State if and when any Transaction was liquidated. 
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-3- 

(d) In any Transaction, if bonds were purchased to collateralize synthetic assets, identify the 
bond by name, the value of the bond, the Transaction for which it was purchased, and 
the party from which the bond was purchased. 

(e) For each Transaction, provide copies of any offering circular or memorandum, mortgage 
capital committee memo, pitch book or marketing flip book or similar materials 
regarding the structuring or sale of interests (including securities) in the Transaction. It 
is not necessary to provide duplicates of the same material, but provide the identity of all 
persons who received such material. 

(f) If Goldman entered into a credit default swap (“CDS”) referencing any portion of any 
Transaction or any asset related to the transaction, provide the notional value of the 
CDS, the assets referenced in the CDS, the date entered, the name of the counter party, 
and the ultimate disposition of the CDS, including whether it was cancelled, unwound, 
or paid. 

If some of the requested documents have already been provided to the Subcommittee, 
you may respond to the question by providing the Bates numbers of those documents, 

2. Provide the following information regarding the sale of securities in each of the following 

transactions (each of which is hereinafter referred to in this question as a “Transaction” or, . 

collectively, “the Transactions"): 

Abacus 2007-ACl; 

Anderson Mezzanine Funding 2007-1; 

Camber 7; 

Fort Denison Funding; 

Hudson Mezzanine Funding 2006-1 ; 

Hudson Mezzanine Funding 2006-2; 

Point Pleasant Funding 2007- 1 ; and 

Timberwolf I. 

(a) Who was the issuer of any securities; what was the issuer’s relationship to Goldman; 
who established the issuer; and who requested the establishment of the issuer? 

(b) In the sale of any securities, how and by what means did Goldman bring the specific 
securities to the attention of a client or potential investor? Identify each client or 
potential investor to whom Goldman presented any of the Transactions, describe each 
conununication with that client, and state the substance of each communication. (In lieu 
of stating the substance of a communication, you may provide a copy of the 
communication.) 
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(c) In the Transactions in which Goldman acted as a placement agent, did Goldman advise 
potential investors whether Goldman held or planned to hold short positions with respect 
to assets referenced in the Transaction being considered by any potential investor? 

(d) In the Transactions in which Goldman acted as a placement agent, did Goldman advise 
potential investors whether Goldman held or planned to hold a net short position with 
respect to RMBS related assets? 

(e) In the Transactions in which Goldman acted as a placement agent, did Goldman advise 
potential investors whether it had taken steps or planned to use the offering to reduce its 
own inventory of RMBS or CDO securities or other holdings? 

(f) Did Goldman conduct a suitability analysis in connection with soliciting clients or 
potential investors to purchase securities issued in any of the Transactions? If so, 
describe the suitability analysis conducted for each investor that purchased these 
securities. If Goldman retained a written record that reflects that such a analysis was 
conducted for any of these Transactions, provide a copy. 

3. (a) In what capacity did Goldman act for Paulson & Co. (together with any of its affiliates, 

“Paulson”) with respect to the Abacus 2007-ACl transaction or a Credit Default Swap 
transaction that referenced any or all of the same entities or securities that were 
referenced in the Abacus 2007-ACl transaction? Describe in detail Goldman’s 
relationship to Paulson with respect to those transactions, its obligations to Paulson, the 
nature and amount of any fees or compensation received by Goldman from Paulson 
relating to those transactions, and whether Goldman advised investors or potential 
investors in Abacus 2007-ACl of the existence and nature of its relationship with 
Paulson. 

(b) If Goldman advised investors or potential investors of the nature or existence of the 
Paulson relationship, identify who so advised investors or potential investors, the date on 
which that person so advised investors or potential investors, the identity of the investors 
or potential investors so advised, the manner (i.e. verbal or in writing) in which the 
person was advised, and the substance of the communication (and, if in writing, provide 
a copy of the communication). 

4. For 2006 and 2007, provide the total dollar value of the residential mortgages that Goldman 

asked mortgage originators to repurchase due to a breach of representations or warranties 

related to fraudulent loan origination or underwriting. 

(a) What percentage of Goldman’s repurchase requests were successful? 

(b) How much money did Goldman collect from its repurchase requests? 
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(c) Identify the five mortgage originatois to which Goldman directed the most repurchase 
requests and the total value of the requests made to each of those five. 

(d) Identify the total dollar amount of repurchase requests that Goldman directed to: 

(i) Washington Mutual; 

(ii) Fremont; and 

(iii) New Century. , 

5. What was the total dollar value of RMBS or CDO-related credit default swap (CDS) 
protection that Goldman obtained from AIG or an AIG subsidiary or affiliate (hereafter 
“AIG") from January 1 , 2004 to the present? 

(a) Specify each transaction in which Goldman purchased CDS protection from AIG, 
including the date, type and notional amount of CDS protection obtained, the referenced 
assets or entities, whether the protection was purchased for RMBS, CDO or other 
securities, and the Goldman business unit or desk involved. 

(b) For each such transaction, describe the current status of the CDS protection obtained 
from AIG, including any settlement or final disposition of the protection and the total 
dollar amount received by Goldman. 

6. Did Goldman enter into any arrangement by which Goldman was the ultimate beneficiary of 
RMBS or CDO-related CDS protection that had been issued by AIG to a third party 
intermediary? If so, provide the following information: 

(a) the name of the third party intermediary; 

(b) the relationship between Goldman and the third party intermediary; 

(c) the dates and nature of the transactions through which CDS protection was obtained 
from AIG by the third party intermediary, with Goldman as the ultimate beneficiary; 

(d) whether AIG was aware of the arrangement between Goldman and the third party 
intermediary; 

(e) the aggregate notional amount of the CDS protection obtained from AIG; 

(f) the total amount of premiums paid by the third party intermediary; 

(g) the consideration paid by Goldman to the third party intermediary in connection with the 
CDS protection; and 
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(h) the dates and dollar amounts of any recovery on the protection obtained by Goldman 
from AIG through a third party intemediary. 

7. Did Goldman play any role in suggesting, encouraging, or prompting any other individual or 
entity to make collateral calls on CDS protection written by AIG related to RMBS or CDO 
securities? If so, describe in detail. 

8. Did Goldman obtain CDS protection against credit events involving AIG, Bear Steams, 
Fremont, Lehman Brothers, Long Beach Mortgage, Merrill Lynch, National City Corp., New 
Century, or Washington Mutual? If so, for each such financial firm during the period from 
January 1, 2006 through December 31, 2008, provide the following information: 

(a) the dates when the CDS protection was obtained and the nature of the protection; 

(b) the counter parties involved; 

(c) the total aggregate notional amount of the CDS protection obtained; 

(d) the total amount of premiums paid by Goldman for such protection; and 

(e) the total dollar amount of any recovery obtained by Goldman in connection with the 
CDS protection. 

9. From January 1, 2006 through December 31, 2008, did Goldman obtain any insurance or 
other protection from a credit event involving AIG through any means other than a CDS 
transaction? If so, explain in detail. 

1 0. Is there any instance from January 1 , 2006 to the present, with respect to the settlement of 
disputes related to CDS protection for RMBS or CDO securities, in which Goldman obtained 
less than 1 00 cents on the dollar on the total notional amount of CDS protection it had 
purchased? If so, specify each such instance, including the name and type of the referenced 
assets, the name of the counter party, the notional amount of CDS protection purchased by 
Goldman, the type and amount of any collateral posted by the counterparty and the dates on 
which the collateral was posted, and the aggregate total dollar amount obtained by Goldman 
from the counter party in final settlement of Goldman’s CDS protection claims. 

1 1 . With respect to AIG, Bear Steams, Fremont, Lehman Brothers, Long Beach Mortgage, 

Merrill Lynch, National City Corp., New Century, and Washington Mutual, provide the 
following information for the years 2007 and 2008: 

(a) A detailed chronology of Goldman’s firm-wide proprietary trading (including trading for 
itself or its own accounts) in equity securities for each of the above companies, including 
the date, purchase price, and number of shares involved in each transaction; whether the 
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transaction involved a purchase or sale; whether the transaction resulted a long or short 
position for Goldman; and the net position of Goldman following each transaction. 

(b) A detailed chronology of Goldman’s firm-wide proprietary trading (including trading for 
itself or its own accounts) in options or futures contracts for each of the above 
companies, including the date, purchase price, and number of options involved in each 
transaction; whether the transaction involved a purchase or sale of a put or call option; 
whether the option was exercised, the exercise price and date, whether the transaction 
resulted a long or short position for Goldman; and the net position for Goldman 
following each transaction, 

(c) The same chronologies as requested in (a) and (b) above for the Asset Backed Securities 
(ABS) trading desk alone. 

12. (a) Did Goldman have any written procedures or policies with regard to the ABS desk’s 

using funds fi'om a firm trading account to make speculative or proprietary trades in 
equity securities or options or futures contracts such as those listed above? If so, 
provide a copy of those procedures or policies. 

(b) Was it a departure from Goldman’s policies or procedures for the ABS trading desk to 
have used a firm trading account to engage in speculative or proprietary trades in the 
equity securities or options or futures contracts listed above? 

(c) Did the ABS trading desk seek or obtain a waiver of Goldman’s policies or procedures 
to trade these securities? If so, provide the date of the waiver, the persons who requested 
the waiver, the person who made the final decision to grant the waiver, and a copy of the 
waiver and the application or request to obtain it. 

13. During 2008, did any representative, employee, officer, agent, or attorney acting on behalf of 
Goldman contact or communicate with any federal agency, including the Federal Reserve or 
the Securities and Exchange Commission (SEC), to discuss any limitation on the short selling 
of Goldman shares or the shares of any other financial institution? If so, provide a detailed 
chronology describing those contacts, including the date of each contact, who initiated it, the 
participants involved, whether it was made by telephone or in person, and the substance of 
the discussion. 

14. Describe how and when Goldman learned of the limitations that the SEC implemented in 
2008, on the short selling of the shares of certain financial institutions. 

15. Provide any document possessed by, generated by, or provided to Jonathan Egol related to 
obtaining a credit rating related to any Abacus transaction by any credit rating agency, 
including any correspondence, emails, memoranda, or other analysis or exchanges of 
information. 
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1 6. Describe in detail your understanding of Goldman's legal duties of disclosure, pursuant to 
securities laws and regulations, including rules prescribed by the SEC or FMRA, to 
purchasers of securities when Goldman acts in any of the following capacities: (a) market 
maker; (b) underwriter; (b) placement agent; (d) broker (when making a solicitation or 
recommendation of a security); or (e) a dealer. Include your definition of a “market maker." 

17. (a) Does the fact that an investor or a potential investor with whom Goldman is transacting 

business is an “accredited” investor, a “qualified institutional buyer” or a “qualified 
purchaser” (as those terms are used in the U.S. federal securities laws) affect the duties 
and obligations of Goldman when acting in any of the capacities described in Question 
1 6? If so, describe how any of Goldman’s duties when acting in any of these capacities 
are affected by the status of the investor or potential investor. 

(b) Does Goldman have a duty to conduct a suitability analysis when making a 
recommendation to any of the types of investors listed in question 1 7(a)? If so, describe 
the nature and extent of the analysis to be conducted. 

(c) Does Goldman owe a duty to disclose any adverse interest that it may have when 
recommending a security to any of the types of investors listed in question 1 7(a)? 

1 8. (a) Is Goldman aware of the 2004 Guidelines set forth by the United States Sentencing 

Commission (the “Guidelines”) establishing the elements of an effective ethics and 
compliance program? 

(b) What, if anything, has Goldman done to address the standards for ethics and compliance 
programs as set forth in the Guidelines? In particular, provide copies of educational 
materials or presentations given or presented to the Goldman Board of Directors, 
Goldman executives, and Goldman employees in general with respect to ethics and 
compliance during the period 2004 to the present. 

❖ ❖ ❖ 
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RespoDses ofMr. Lloyd Biankfein to the 

SoDPlemental Oaestioas for the Record of the Permapeiit Subcommittee on Investigatioas 

As Chairman and Chief Executive Officer, I do not directly manage the areas of 
The Goldman Sachs Group, Inc. (“Goldman Sachs” or the “Firm") that contain information 
relevant to the Permanent Subcommittee on Investigations’ (the “Subcommittee”) Questions, and 
therefore do not know much of the information requested in these questions from the 
Subcommittee. Where I do have personal knowledge, 1 have provided responses. In an effort to 
provide a more complete response, however, I have instructed others within Goldman Sachs to 
gather the requested information, which will be included in a subsequent response on a schedule 
to be arranged with the Subcommittee staff. 


Questions from Chairman Levin 

1. Provide the following information regarding each of the following transactions (each 
of which is hereinafter referred to in this question as a “Transaction” or, collectively, “the 
Transactions”); 

Anderson Mezzanine Funding 2007-1; 

Camber 7; 

Fort Denison Funding; 

Hudson Mezzanine Funding 2006-1; 

Hudson Mezzanine Funding 2006-2; 

Point Pleasant Funding 2007-1; and 
Timberwolf I. 

(a) Provide a list of all assets in each Transaction at the closing date of the Transaction, 
For each listed asset; 

(i) State whether each asset is a cash or synthetic asset. 

(ii) Specify its original face value in dollars. 

(iii) For each cash asset, identify by name the party from whom it was purchased 
and the date of purchase. 

(iv) For each synthetic asset; identify each referenced asset; identify by name the 
counter party facing the Transaction; and the nature and date of any swap 
or offsetting or back to back transaction entered into by the counter party 
with respect to such referenced asset. 
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(v) State wbetiier and, if so describe, any asset that was added to or removed 

from each Transaction after the dosing date, the source of any such asset, the 
purchase or sales price for any such asset, and how any such price was 
determined. 

Although I recently learned some general information about certain of the 
Transactions, I do not know the detailed information requested in this Question for the reasons 
explained above. In an effort to provide a more complete response, however, I have instructed 
others within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

(b) For each Transaction : 

(i) Describe in detail Goldman Sachs’ (“Goldman”) role in the Transaction, 
including whether it served as a placement agent; participated in the 
selection of assets or referenced assets prior to or after the closing date of the 
Transaction; hired a collateral manager or other agent for the Transaction; 
contributed, purchased, or warehoused any assets; participated in obtaining 
a credit rating for the Transaction; participated in the selection of any 
counter party for the Transaction; entered into any credit default swap or 
short position or acted as a counter party with respect to the Transaction or 
assets related to the Transaction; sold any securities related to the 
Transaction; or oversaw the liquidation, unwinding, closure or completion of 
the Transaction. 

(ii) Describe the capital structure and credit ratings obtained for each 
Transaction, including any change in the credit ratings over time. 

(iii) Identify by name and address each purchaser of each security issued in 
connection with the Transaction, including the name, price, size, and total 
notional value of each type of security purchased; the date each security was 
purchased; the Goldman sales representative responsible for the sale of each 
security; and the Gross Credits (“GCs”) paid to any sales representative for 
the sale of each security. 

(iv) Indicate how many and the nature of any securities that were retained or 
purchased by Goldman from the Transaction; if those securities were sold or 
otherwise disposed of within IZ months of the inception of the security, the 
number of securities sold or disposed of, the sales price or cost of disposition, 
and to whom they were sold or bow they were otherwise disposed of; and 
identify any securities that were sold to investors and repurchased by 
Goldman. 

(v) Indicate the net revenues or losses sustained by Goldman from the 
Transaction, combining all sales, transfers, credit defaults, short positions, 
and other activities undertaken by Goldman in connection with the 
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Transaction from its inception to the present. Explain bow the net revenue 

or loss figure was derived, and its key components. 

(vi) Identify by name and address any investor who has complained to Goldman 

in writing about its investment in one or more of the Transactions. 

Although I recently teamed some general information about certain of the 
Transactions, I do not know the detailed infomiation requested in this Question for the reasons 
explained above. 1 am aware of a civil action by the Basis Yield Alpha Fund (Master) regarding 
TimberwolfI, Ltd. 

In an effort to provide a more complete response, however, 1 have instructed 
others within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

(c) State if and when any Transaction was liquidated. 

1 do not know whether any Transaction was liquidated for the reasons explained 
above. In an effort to provide a more complete response, however, 1 have instructed others 
within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

(d) In any Transaction, if bonds were purchased to collateralize synthetic assets, 
identify the bond by name, the valne of the bond, the Transaction for which it was 
purchased, and the party from which the bond was purchased. 

I do not know the information requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, 1 have instructed others 
within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

(e) For each Transaction, provide copies of any offering circular or memorandum, 
mortgage capital committee memo, pitch book or marketing flip book orsimiiar 
materials regarding the structuring or saie of interests (including securities) in the 
Transaction, It is not necessary to provide duplicates of the same material, but 
provide the identity of all persons who received such material. 

1 do not have personal custody of the documents requested in this Question, but 1 
have directed others at Goldman Sachs to gather the requested materials. 

(I) If Goldman entered into a credit default swap (“CDS”) referencing any portion of 
any Transaction or any asset related to the transaction, provide the notional value of 
the CDS, the assets referenced in the CDS, the date entered, the name of the counter 
party, and the ultimate disposition of the CDS, including whether it was cancelled, 
unwound, or paid. 

I do not know the information requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, 1 have instructed others 
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within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

2. Provide the fallowing information regarding the sale of securities in each of the 
following transactions (each of which is hereinafter referred to in this question as a 
“Transaction” or, collective^, “the Transactions”): Abacus 2007-ACfj Anderson 
Mezzanine Funding 2007-1; Camber 7; Fort Denison Funding; Hudson Mezzanine 
Funding 2006-1; Hudson Mezzanine Funding 2006-2; Point Pleasant Funding 2007-1; 
and Timberwolf I. 

(a) Who was the issuer of any securities; what was the issuer’s relationship to 
Goldman; who establish^ the issuer; and who requested the establishment of the 
issuer? 

(b) In the sale of any securities, how and by what means did Goldman bring the specific 
securities to the attention of a client or potential investor? Identify each client or 
potential investor to whom Goldman presented any of the Transactions, describe 
each communication with that client, and stale the substance of each 
communication. (In lieu of stating the substance of a communication, you may 
provide a, copy of the communication.) 

(c) In the Transactions in which Goldman acted as a placement agent, did Goldman 
advise potential investors whether Goldman held or planned to hold short positions 
with respect to assets referenced in the Transaction being considered by any 
potential investor? 

(d) In the Transactions in which Goldman acted as a placement agent, did Goldman 
advise potential investors whether Goldman held or planned to bold a net short 
position with respect to RMBS related assets? 

(e) In the Transactions in which Goldman acted as a placement agent, did Goldman 
advise potential investors whether it bad taken steps or planned to use the offering 
to reduce its own inventory of RMBS or CDO securities or other holdings? 

(f) Did Goldman conduct a suitability analysis in connection with soliciting clients or 
potential investors to purchase securities issued in any of the Transactions? If so, 
describe the suitability analysis conducted for each investor that purchased these 
securities. If Goldman retained a written record that reflects that such a analysis 
was conducted for any of these Transactions, provide a copy. 

Although 1 recently learned some general information about certain of the 
Transactions, I do not know the detailed information requested by this Question for the reasons 
explained above. In an effort to provide a more complete response, however, I have instructed 
others within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

3. (a) In what capacity did Goldman act for Paulson & Co. (together with any of its 

afifiliates, “Paulson”) with respect to the Abacus 2007-ACl transaction or a Credit 
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Defanlt Swap transaction that referenced any or all of the same entities or securities 
that were referenced in the Abacus 2007-ACl transaction? Describe in detail 
Goldman's relationship to Paobon with respect to those transactions, its obligations 
to Paulson, the nature and amount of any fees or compensation received by 
Goldman from Paulson relating to those transactions, and whether Goldman 
advised investors or potential investors in Abacus 2007-ACl of the existence and 
nature of its relationship with Paulson. 

(b) If Goldman advised investors or potential investors of the nature or existence of the 
Paulson relationship, identify who so advised investors or potential investors, the 
date on which that person so advised investors or potential investors, the identity of 
the investors or potential investors so advised, the manner (i.e, verbal or in writing) 
in which the person was advised, and the substance of the communication (and, if in 
writing, provide a copy of the communication). 

I have some general knowledge about the ABACUS 2007-ACl transaction, but, 
in order to provide a complete response, I have instructed others within Goldman Sachs to gather 
the requested information, which will be included in a subsequent response on a schedule to be 
arranged with the Subcommittee staff. 

4. For 2006 and 2007, provide the total dollar value of the residential mortgages that 
Goldman asked mortgage originators to repurchase due to a breach of representations 
or warranties related to fraudulent loan origination or underwriting. 

(a) What percentage of Goldman’s repurchase requests were successful? 

(b) How much money did Goldman collect from its repurchase requests? 

(c) Ideutify the five mortgage originators to which Goldman directed the most 
repurchase requests and the total value of the requests made to each of those five. 

(d) Identify the total dollar amount of repurchase requests that Goldman directed to: 

(i) Washington Mutual; 

(ii) Fremont; and 

(iii) New Century. 

I do not know the information requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, I have instructed others 
within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff, 

5. What was the total dollar value of RMBS or CDO-related credit default swap (CDS) 
protection that Goldman obtained from AIG or an AIG subsidiary or affiliate 
(hereafter “AIG”) from January 1, 2004 to the present? 
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(a) Specily each transaction in which Goldman purchased CDS protection from AIG, 
including the date, type and notional amount of CDS protection obtained, the 
referenced assets or entities, whether the protection was purchased for RMBS, CDO 
or other securities, and the Goldman business unit or desk iuvolved. 

(b) For each such transaction, describe the current status of the CDS protection 
obtained from AIG, including any settlement or final disposition of the protection 
and the total dollar amount received by Goldman. 

Although I am aware that Goldman Sachs purchased credit default swap 
protection from AIG affiliates relating to securities referencing residential mortgages, I do not 
know the detailed information requested in this Question for the reasons explained above. In an 
effort to provide a more complete response, however, 1 have instructed others within Goldman 
Sachs to gather the requested infotmation, which will be included in a subsequent response on a 
schedule to be arranged with the Subcommittee staff. 

6. Did Goldman enter into any arrangement by which Goldman was the ultimate 

beneficiary of RMBS or CDO-related CDS protection that had been issued by AIG to a 

third party intermediary? If so, provide the following information: 

(a) the name of the third party intermediary; 

(b) the relationship between Goldman and the third party intermediary; 

(c) the dates and nature of the transactions through which CDS protection was 
obtained from AIG by the third party intermediary, with Goldman as the ultimate 
beneficiary; 

(d) whether AIG was aware of the arrangement between Goldman and the third party 
intermediary; 

(e) the aggregate notional amount of the CDS protection obtained from AIG; 

(I) the total amount of premiums paid by the third party intermediary; 

(g) the consideration paid by Goldman to the third party intermediary in connection 
with the CDS protection; and 

(h) the dates and dollar amounts of any recovery on the protection obtained by 
Goldman from AIG through a third party intermediary. 

I do not know the information requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, I have instructed others 
within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 
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7. Did Goldman play any role in suggesting, eoconraging, or prompting any other 
individual or entity to make collateral calls on CDS protection written by AIG related 
to RMBS or CDO securities? If so, describe in detail. 

1 am not aware of Goldman Sachs playing any such role, 

8. Did Goldman obtain CDS protection against credit events involving AIG, Bear Stearns, 
Fremont, Lehman Brothers, Long Beach Mortgage, Merrill Lynch, National City 
Corp., New Century, or Washington Mutual? If so, for each such financial firm during 
the period from January 1, 2006 through December 31, 2008, provide the following 
infonnationi 

(a) the dates when the CDS protection was obtained and the nature of the protection; 

(b) the counter parties involved; 

(c) the total aggregate notional amount of the CDS protection obtained; 

(d) the total amount of premiums paid by Goldman for such protection; and 

(e) the total dollar amount of any recovery obtained by Goldman in connection with the 
CDS protection. 

I am aware that the Firm purchased CDS protection against credit events 
involving AIG. I do not know, however, what CDS protection, if any, the Firm may have 
purchased with regard to the other entities listed in this Question. Therefore, I cannot provide a 
more detailed response for the reasons explained above. In an effort to provide a more complete 
response, however, 1 have instructed others within Goldman Sachs to gather the requested 
information, which will be included in a subsequent response on a schedule to be arranged with 
the Subcommittee staff, 

9. From January 1, 2006 through December 31, 2008, did Goldman obtain any insurance 
or other protection from a credit event involving AIG through any means other than a 
CDS transaction? If so, explain in detail. 

I am not aware whether the Firm obtained that protection through any means 
other than CDS, In an effort to provide a more complete response, however, 1 have instructed 
others within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff, 

10. Is there any instance from January 1, 2006 to the present, with respect to the settlement 
of disputes related to CDS protection for RMBS or CDO securities, in which Goldman 
obtained less than 100 cents on the dollar on the total notional amount of CDS 
protection it had purchased? If so, specify each such instance, including the name and 
type of the referenced assets, the name of the counter party, the notional amount of 
CDS protection purchased by Goldman, the type and amount of any collateral posted 
by the counterparty and the dates on which the collateral was posted, and the aggregate 
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total dollar amount obtained by Goldman from the counter party in rinal settlement of 
Goldman’s CDS protection claims. 

I do not know of any instance in which Goldman Sachs received less than the 
amount it was contractually due under a CDS referencing mortgage-backed securities. In an 
effort to provide a more complete response, however, 1 have instructed odiers within Goldman 
Sachs to gather the requested information, which will be included in a subsequent response on a 
schedule to be arranged with the Subcommittee staff. 

11. With respect to AIG, Bear Stearns, Fremont, Lehman Brothers, Long Beach Mortgage, 
Merrill Lynch, National City Corp., New Century, and Washington Mutual, provide 
the following information for the years 2007 and 2008; 

(a) A detailed chronology of Goldman’s firm-wide proprietary trading (including 
trading for itself or its own accounts) in equity securities for each of the above 
companies, including the date, purchase price, and number of shares involved in 
each transaction; whether the transaction involved a purchase or sale; whether the 
transaction resulted a long or short position for Goldman; and the net position of 
Goldman following each transaction. 

I do not know the infonnation requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, I have instructed others 
within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

(b) A detailed chronology of Goldman’s firm-wide proprietary trading (including 
trading for itself or its own accounts) in options or futures contracts for each of the 
above companies, including the date, purchase price, and number of options 
involved in each transaction; whether the transaction involved a purchase or sale of 
a pul or call option; whether the option was exercised, tbe exercise price and date, 
whether the transaction resulted a long or short position for Goldman; and the net 
position for Goldman fallowing each transaction. 

I do not know the information requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, I have instructed others 
within Goldman Sachs to gather the requested information, which wili be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

(c) Tbe same chronologies as requested in (a) and (b) above for tbe Asset Backed 
Securities (ABS) trading desk alone. 

I do not know the infonnation requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, 1 have instructed others 
wiftin Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

12. (a) Did Goldman have any written procedures or poiicies with regard to the ABS desk’s 

using funds from a firm trading account to make speculative or proprietary trades 
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in equity securities or options or futures contracts such as those listed above? If so, 
provide a copy of those procedures or policies. 

(b) Was it a departure from Goldman's policies or procedures for the ABS trading desk 
to have used a firm trading account to engage in speculative or proprietary trades in 
the equity securities or options or futures contracts listed above? 

(c) Did the ABS trading desk seek or obtain a waiver of Goldman’s policies or 
procedures to trade these securities? If so, provide the date of the waiver, the 
persons who requested the waiver, the person who made the final decision to grant 
the waiver, and a copy of the waiver and the appiication or request to obtain it. 

I generally am aware of risk limits placed on market making desks, which 
typically limit positions that such desks can put on, as well as policies and procedures requiring 
approval of increases in such risk limits, and temporary exceptions to account for over-limit risk 
caused by a number of factors, including increased market volatility. But 1 do not know the 
detailed information requested in the Question. 

In an effort to provide a more complete response, however, 1 have instructed 
others within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

13. During 2008, did any representative, employee, officer, agent, or attorney acting on 
behalf of Goldman contact or communicate with any federal agency, including the 
Federal Reserve or the Securities and Exchange Commission (SEC), to discuss any 
limitation on the short selling of Goldman shares or the shares of any other financial 
institution? If so, provide a detailed chronology describing those contacts, including the 
date of each contact, who initiated it, the participants involved, whether it was made by 
telephone or in person, and the substance of the discussion. 

I recall speaking with SEC Chairman Christopher Cox telephonically on two 
occasions. There may have been others, but 1 cannot recall. 1 do not recall the dates. 1 believe 
that Chairman Cox initiated the first call and 1 am not sure about the second. As 1 explained in 
my meeting with the Subcommittee staff, 1 recall that Chairman Cox asked my opinion, and that 
I initially indicated that 1 was not in &vor of such limitations. At the time, other firms were 
complaining publicly about shorts. But I recall being negative about halting shorts because 
banning shorts could have an adverse effect on the markets in terms of the ability to price 
securities. 1 recall, however, that 1 subsequently changed my view because the situation seemed 
extreme and the concentrated piling on of shorts might be distorting the market. 

Goldman Sachs employs thousands of professionals, but I am not aware of 
relevant communications that other Goldman Sachs employees may have had. 

14. Describe how and when Goldman learned of the limitations that the SEC impletnented 
in 2088, on the short selling of the shares of certain financial institutions. 

I am not aware of anyone at Goldman Sachs having learned of these limitations 
prior to the SEC’s public announcement of them. 
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15. Provide any docnment possessed by, generated by, or provided to Jonathan Egol 
related to obtaining a credit rating related to any Abacus transaction by any credit 
rating agency, including any correspondence, emails, memoranda, or other analysis or 
exchanges of information. 

I do not have personal custody of the documents requested in this Question, but I 
have directed others at Goldman Sachs to gather the requested materials. 

16. Describe in detail your understanding of Goldman’s legal duties of disclosure, pursuant 
to secnrities laws and regulations, including rules prescribed by the SEC or FINRA, to 
purchasers of securities when Goldman acts in any of the following capacities: (a) 
market maker; (b) underwriter; (b) placement agent; (d) broker (when making a 
solicitation or recommendation of a security); or (e) a dealer. Include your definition of 
a “market maker." 

! understand that Goldman Sachs must comply with the applicable duties of 
disclosure arising under the federal securities laws, including rules prescribed by the SEC and 
FINRA, I am aware of an underwriter’s obligation to disclose the material facts relating to the 
securities offered. Otherwise, I have no detailed understanding of the specific legal duties of 
disclosure in each of the capacities referenced above. 

A market maker is a financial intermediary that stands ready, willing and able to 
buy and sell financial instruments at the initiation of clients. This business is client-driven, and 
Goldman Sachs strives to provide a fair price to its clients. 

Should the Subcommittee desire a more detailed legal analysis of the federal 
securities laws, regulations and rules, I will direct others at Goldman Sachs to provide one. 

17. (a) Does the fact that an investor or a potential investor with whom Goldman is 

transacting business is an “accredited” investor, a “qualified institutional buyer” or 
a “qualified purchaser” (as those terms are used in the U.S. federal securities laws) 
affect the duties and obligations of Goldman when acting in any of the capacities 
described in Question 16? If so, describe bow any of Goldman’s duties when acting 
in any of these capacities are affected by the status of the investor or potential 
investor. 

I believe that, for any investor, Goldman Sachs has a duty to ensure that what it 
says is truthful. In my view, a sophisticated investor may generally be shown more sophisticated 
potential transactions that may not be suitable for less sophisticated investors. I also understand 
that suitability and disclosure duties under the federal securities laws vary depending on the 
types of investors to whom a transaction is marketed and the manner in which it is marketed. 

Should the Subcommittee desire a mote detailed legal analysis of the federal 
securities laws, regulations and rules, I will direct others at Goldman Sachs to provide one. 

(b) Does Goldman have a duty to conduct a suitability analysis when making a 
recommendation to any of the types of investors listed in question 17(a)? If so, 
describe the nature and extent of the analysis to be conducted. 
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I believe that Goldman Sachs has implemented policies and procedures 
reasonably designed to ensure that the Firm meets its suitability obligations when it recommends 
a security to a client, and that those obligations can vary depending on the nature of the client — 
for example, institutional clients in contrast to individual clients. 1 note, however, that Goldman 
Sachs does not necessarily “recommend” the transactions it presents to investors. 

I understand that investors who transacted with Goldman Sachs in CDOs in 2007, 
as in prior years, were primarily large, global ftnancial institutions, insurance companies and 
hedge funds. It is my understanding that these investors generally had significant resources, had 
relationships with multiple securities dealers and access to extensive information and research 
flow, performed their own analysis of the data and fomred their own views about market trends. 

Should the Subcommittee desire a more detailed legal analysis of the federal 
securities laws, regulations and rules, 1 will direct others at Goldman Sachs to provide one. 

(c) Does Goldman owe a duty to disclose any adverse interest that it may have when 
recommending a security to any of the types of investors listed in question 17(a)? 

I am not sure what is meant by the term “adverse interest.” Goldman Sachs may 
have a duty to disclose certain potential conflicts present in a securities transaction, but this will 
depend on the facts and circumstances — for example, where Goldman Sachs has a duty to 
disclose material information and the conflict is material in the context of all the relevant 
information. In addition, Goldman Sachs does not necessarily “recommend” the securities that it 
sells to investors. 

Should the Subcommittee desire a more detailed legal analysis of the federal 
securities laws, regulations and rules, I will direct others at Goldman Sachs to provide one. 

18. (a) Is Goldman aware of the 2004 Guidelines set forth by the United States 

Sentencing Commission (the “Guidelines”) establishing the elements of an effective ethics 
and compliance program? 

I am not aware of the specific 2004 Guidelines set forth by the United States 
Sentencing Commission, although I know that others within Goldman Sachs are aware of the 
2004 Guidelines. I also know that Goldman Sachs maintains a robust compliance and ethics 
program. 

(b) What, if anything, has Goldman done to address the standards for ethics and 
compliance programs as set forth in the Guidelines? In particular, provide copies of 
educational materials or presentations given or presented to the Goldman Board of 
Directors, Goldman executives, and Goldman employees in general with respect to ethics 
and compliance during the period 2004 to tbe present. 

Goldman Sachs devotes considerable resources to ethics and compliance. I have 
directed others at Goldman Sachs to gather the additional detailed information requested in this 
Question. 


- 11 - 
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Questions from Seaator McCaskill 

1. Bow many partners of Goldman Sachs had investments with Paulson & Co. at the time 
the Abacus AC-1 transaction was completed? 

I do not know the infoimation requested in this Question, but Goldman Sachs 
does generally track certain types of direct outside investments by its employees. In an effort to 
provide a more complete response, however, I have directed others at Goldman Sachs to provide 
this information on a schedule to be arranged with the Subcommittee staff. 

2 . How large was the short position that Goldman Sachs sold to Paulson & Co. as a part of 
the Abacus AC-1 transaction in relation to all short positions sold to other clients 
through synthetic and hybrid CDO issuances in 2006 and 2007? Please express this as a 
percentage. 

I do not know the information requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, I have instructed others 
within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

3. Of clients to whom Goldman sold short positions from synthetic CDOs, as in the 
Abacus AC-1 transaction, how many employed former directors or employees of 
Goldman Sachs? 

1 do not know the information requested in this Question, nor do 1 believe that the 
Firm has this information. 

4. Did any Goldman employees see their total compensation decline as a result of the 
ultimate poor performance of the mortgage backed securities and collateralized debt 
obligations that the firm issued in 2006 and 2007? 

Goldman Sachs’ compensation structure is based on the Firm’s overall 
performance, the performance of the specific business in which the employee works and the 
penonal performance of the employee. Increases or decreases in compensation, therefore, are 
based on a number of factors. 1 do not know the specifics of compensation paid to employees 
who worked in the Mortgage Department for the reasons explained above. 

In an effort to provide a more complete response, however, 1 have instructed 
others within Goldman Sachs to gather the requested infonnation, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff 

5. Please provide the context for the email in exhibit 77, in which a Goldman employee 
reviewed pool of mortgages originated by New Century, Were these loans subsequently 
packaged into securities? If so, how much of the pool discussed in exhibit 77 Was “put 
back,” to use the phrase from the analyst writing the document? 

1 do not know the information requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however. I have instructed others 
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within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff, 

6. Did Goldman Sachs perform a review similar to that found in Exhibit 77 of the pools of 
mortgages from which the Long Beach Mortgage Loan Trust lOOb-A (LBMLT-A) 
residential mortgage backed secnrities were created? If so, please produce those reviews 
to the committee. How many loans showed evidence of potential fraud, noncompliance, 
foreclosure, or other risk factors? How many problem loans ended up in the pools for 
LBMLT-A that were then sold to investors? How were weaknesses in the pools 
disclosed to investors? 

1 do not know the information requested in this Question for the reasons explained 
above. In an effort to provide a more complete response, however, I have instructed others 
within Goldman Sachs to gather the requested information, which will be included in a 
subsequent response on a schedule to be arranged with the Subcommittee staff. 

7. How many customers contacted Goldman Sachs asking to take a short position with 
respect to housing related assets after your firm decided to make a concerted effort to 
“reduce risk” which reducing your net long position with respect to the housing 
market? To how many customers did yon sell short positions? How many customers 
were turned away? Do yon feel that your need to “reduce risk," prevented your firm, in 
its role as market maker, from serving customers who wanted to purchase short 
positions? 

1 do not know the information requested in this Question for the reasons explained 
above. Additionally, I do not know if information on the number of customers that were “turned 
away” is kept by the Firm, 

I do not believe that our decision to “reduce risk’’ prevented the Firm from serving 
its customers as a market maker. Although the prices that we quoted to buyers and sellers varied 
with market levels, 1 believe that, as a general matter, Goldman Sachs continued to transact in 
mortgage-related products in response to client demand. 

In an effort to provide a more complete response, however, I have instructed 
others within Goldman Sachs to determine whether the requested information is kept by the 
Firni. 

8. Of the customers to whom you did sell short positions bow many were companies that 
had hired former Goldman employees or with whom Goldman employees bad 
investments? 

I do not know the information rtx|uested in this Question, nor do I know if all of it 
is kept by the Firm. As indicated above, Goldman Sachs does generally track certain types of . 
direct outside investments by its employees, in an effort to provide a more complete response, 
however, 1 have instructed others within Goldman Sachs to determine whether the Firm keeps 
this information so that it may be included in a subsequent response on a schedule to be arranged 
with the Subcommittee staff. 


-13- 
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RESPONSES TO QUESTIONS FOR THE RECORD 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 
to 

LLOYD C. BLANKFEIN 

Cbairman and Chief Executive OfHcer 
The Goldman Sachs Group, Inc. 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS: 

THE ROLE OF INVESTMENT BANKS 

April 27, 2010 


l.Provide the fallowing information regarding each of the following transactions (each of 
which is hereinafter referred to in this question as a “Transaction” or, collectively, “the 
Transactions”): 

Anderson Mezzanine Funding 2007-1; 

Camber 7; 

Fort Denison Funding; 

Hudson Mezzanine Funding 2006-1; 

Hudson Mezzanine Funding 2006-2; 

Point Pleasant Funding 2007-1; and 
Timberwolf I. 

(a) Provide a list of all assets in each Transaction at the closing date of the 
Transaction. For each listed asset: 

(i) State whether each asset is a cash or synthetic asset. 

Goldman Sachs encloses a spreadsheet, which sets forth certain information on 
the cash and synthetic assets for the specified transactions (bearing production numbers 
GS MBS0000027961) [See Appendix 1]. For each Transaction, the spreadsheet sets forth 
each referenced asset, whether it is cash or synthetic, the current face amount, the closing 
date, the asset source, the counterparty facing the transaction, arid the warehouse period. 

(ii) Specify its original face value in dollars. 

Goldman Sachs encloses a spreadsheet, which sets forth certain information on 
the cash and synthetic assets for the specified transactions (bearing production numbers 
GS MBS0000027961) [See Appendix 1], For each Transaction, the spreadsheet sets forth 
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each referenced asset, whether it is cash or synthetic, the current face amount, the closing 
date, the asset source, the counterparty facing the transaction, and the warehouse period. 

(iii) For each cash asset, identify by name the party from whom it was purchased 
and the date of purchase. 

Goldman Sachs encloses a spreadsheet, which sets forth certain information on 
the cash and syndietic assets for the specified transactions (bearing production numbers 
GS MBS0000027961) [See Appendix 1]. For each Transaction, the spreadsheet sets forth 
each referenced asset, whether it is cash or synthetic, the current face amount, the closing 
date, the asset source, the counterparty facing the transaction, and the warehouse period. 

(iv) For each synthetic asset; identify each referenced asset; identify by name the 
counter party facing the Transaction; and the nature and date of any swap or 
offsetting or back to back transaction entered into by the counter party with 
respect to such referenced asset. 

Goldman Sachs encloses a spreadsheet, which sets forth certain information on 
the cash and synthetic assets for the specified transactions (bearing production numbers 
GS MBS0000027961). For each Transaction, the spreadsheet sets forth each referenced 
asset, whether it is cash or synthetic, the current face amount, the closing date, the asset 
source, the counterparty facing the transaction, and the warehouse period. 

(v) State whether and, if so describe, any asset that was added to or removed from 
each Transaction after the closing date, the source of any such asset, the 
purchase or sales price for any such asset, and how any such price was 
determined. 

Goldman Sachs encloses the trustee reports (bearing production numbers GS MBS 
0000027986 - 35792,35879 - 35952 and 35958 - 36047) for the respective Transactions. 
These reports describe the assets that were added or removed from the respective 
Transactions after the closing date. The relevant pages in the reports are identified in the 
chart below: [Corresponding documents retained in the files of the Subcommittee] 
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Traiuaetloii 

Trustee Report Paee 

Andnson Mezzanine Funding 2007- 1 

GS MBS 000028003, 28053, 28180, 28246, 28339. 
28388, 28415, 28476, 28631, 28679, 28775. 28822. 
28871, 29022, 29221, 29316, 29468, 29613 and 29664 

Camber? 

GS MBS 0000029713 - 29714, 30164 and 30963 

Fort Denison Funding 

No assets were added or removed after closing 

Hudson Mezzanine Funding 2006-1 

GS MBS 000003 1247 - 3 1256, 3 1 353 - 3 1 362, 

32770 - 32772, 32983 - 32984 and 33079 

Hudson Mezzanine Funding 2006-2 

GS MBS 0000033 1 84 - 33 185, 33292. 33917. 3397S, 
34034, 34152. 34207, 34260, 34313 - 34314. 34363, 
3441 1, 34460, 34506, 34552, 34597, 34642. 34686, 
34730, 34773, 34816, 34859, 34902, 34945, 34988 and 
35977 

Point Pleasant Funding 2007-1 

GS MBS 0000035032, 35144, 35203 - 35204 and 

35265 - 35267 

Tlmberwolfl 

OS MBS 0000035658 -35659 


(b) For each Transaction; 

(i) Describe in detail Goldman Sachs’ (‘‘Goldman”) role in the Transaction, including 
whether it served as a placement agent; participated in the selection of assets or 
referenced assets prior to or after the closing date of the Transaction; hired a 
collateral manager or other agent for the Transaction; contributed, purchased, or 
warehoused any assets; participated in obtaining a credit rating for the Transaction; 
participated in the selection of any counter party for the Transaction; entered into 
any credit default swap or short position or acted as a counter party with respect to 
the Transaction or assets related to the Transaction; sold any securities related to the 
Transaction; or oversaw the liquidation, unwinding, closure or completion of the 
Transaction. 

The offering circulars for the transactions, which we believe have been provided, 
outline the roles that Goldman had on these seven transactions. 

o Placement agent: For each Transaction other than the Point Pleasant transaction, 
Goldman Sachs or an affiliate served as a placement agent. RQS Corporate & 


PSI_QFR_GS0026 


VerDate Nov 24 2008 


09:58 May 19, 2011 Jkt 066051 PO 00000 Frm 00062 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




59 


Footnote Exhibits - Page 2317 


4- 

Investment Bank served as the initial placement agent in the Point Pleasant 
transaction. 

0 Participated in the selection of assets prior to or after the closing date of the 
Transaction; Generally, Goldman Sachs— like other parties to the 
transaction — participated in the selection of assets or referenced assets because the 
Firm bore significant risks with respect to those assets both during the warehouse 
period and to the extent that it retained any positions after closing. 

o Contributed, purchased, or warehoused any assets: For ail seven transactions, we 
would have had involvement in each of these aspects 

o Participated in obtairung a credit rating for the Transaction: Goldman Sachs would 
be involved in obtaining a credit rating for these transactions from one of the more 
nationally recognized credit rating agencies 

o Participated in the selection of any counter party for the Transaction: Goldman Sachs 
would be involved in selecting counterparties for the transaction both the asset and 
liability side of the CDO 

0 Entered into any credit default swap or short position or acted as a counter party with 
respect to the Transaction or assets related to the Transaction - Goldman Sachs was 
the protection buyer from the synthetic CDOs included in the transactions (Fort 
Denison was entirely a cash deal.), with the exception of Point Pleasant where IXIS 
Corporate & Investment Bank purchased protection from the transaction. 
Additionally, Goldman Sachs retained and purchased in the secondary market 
financial instruments issued by these transactions. 

o Sold any securities related to theTransaction: Goldman Sachs sold securities into the 
transaction to the extent the reference portfolio included cash instruments. 
Additionally, Goldman Sachs sold the financial instruments issued by the transaction 
both upon initial underwriting as well as in conjunction with making secondary 
markets. 

o Oversaw the liquidation, unwinding, closure or completion of the Transaction: 
Goldman Sachs initially acted as the liquidation agent for Hudson Mezzanine 
Funding 2006-1, Hudson Mezzanine Funding 2006-2 and Anderson Mezzanine 
Funding 2007-1 . Goldman Sachs later assigned that role to The TCW Group, Inc. 
(“TCW”) for Hudson Mezzanine Funding 2006-2 and Anderson Mezzanine Funding 
2007-1 and did not liquidate any assets before the assignment. For Hudson 
Mezzanine Funding 2006-1, Goldman Sachs attempted to assign its role as 
liquidation agent to TCW, but Morgan Stanley (which was the super senior swap 
counterparty) exercised its right of refusal. Accordingly, Goldman Sachs remained 
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the liquidation agent and liquidated assets in accordance with the transaction 
documents (that is, the Firm solicited; (i) quotations as part of its determination of 
the credit default swap termination payments, and (ii) bids for the cash assets through 
a competitive bidding process). In its role as swap counterparty, Goldman Sachs also 
participated in the final liquidation of Timberwolf I by soliciting quotations as part 
^of it determination of the credit default swap termination payments. 


(ii) Describe the capital structure and credit ratings obtained for each 
Transaction, including any change in the credit ratings over time. 

Two spreadsheets from Mr, Blankfein accompany this question (Parts A 
[See Appendix 2] and B [See Appendix 3]). 

(iii) Identify by name and address each purchaser of each security issued 

in connection with the Transaction, including the name, price, size, 
and total notional value of each type of security purchased; the date 
each security was purchased; the Goldman sales representative 
responsible for the sale of each security; and the Gross Credits 
(“GCs”) paid to any sales representative for the sale of each security. 

Goldman Sachs previously produced to the Subcommittee a spreadsheet 
(bearing production numbers GS MBS 0000018045 - 18052) [See Appendix 4] 
providing the name, price, size, total notional value of each type of security 
purchased and the date each security was purchased. Goldman Sachs now 
encloses a spreadsheet (bearing production number GS MBS0000038669) [See 
Appendix 4] providing information on the Goldman Sachs sales representatives 
responsible for sales of securities in the Transactions and the gross sales credits 
allocated to those representatives in recognition of the sales. 

(iv) Indicate how many and the nature of any securities that were retained 
or purchased by Goldman from the Transaction; if those securities 
were sold or otherwise disposed of within 12 months of the inception 
of the security, the number of securities sold or disposed of, the sales 
price or cost of disposition, and to whom they were sold or bow they 
were otherwise disposed of; and identify any securities that were sold 
to investors and repurchased by Goldman. 

Provided in a spreadsheet. [See Appendices 4 and 5] 

(v) Indicate the net revenues or losses sustained by Goldman from the 
Transaction, combining all sales, transfers, credit defaults, short 
positions, and other activities undertaken by Goldman in connection 
with the Transaction from its inception to the present. Explain how 
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- 6 - 

the net revenue or loss Hgure wss derived, and its key components. 

In response to this Question, Goldman Sachs encloses a spreadsheet 
(bearing production number GS MBS 0000038766) [See Appendix 6] providing 
net revenues for the Transactions. The first grouping of Transactions were 
executed as part of the firm’s CDO fianchise acting as warehouse provider, 
underwriter and investor. Separately, the two Hudson Mezzanine transactions 
were initiated by Goldman Sachs principally as an efficient method to reduce long 
ABX exposure, which was amassed from making markets for clients wanting to 
purchase protection on the ABX index. 

The spreadhseet provides deal level information, issued liabilities and details the 
net revenues eamed/incurred on the deal. The key components were: 

Deal underwrilingfees - fees earned for underwriting the transaction. 

Protection purchase - gains earned from purchasing protection from the CDO. 

For purchases of protection fiom the CDOs, Goldman Sachs has excluded 
protection purchases for which the firm acted to intermediate between the CDO 
issuer and clients who had purchased protection during the warehouse period. In 
addition, for the Hudson Mezzanine 2006-1 and 2006-2 transactions, Goldman 
Sachs has offset gains on the protection purchased from the CDO issuer against 
losses on the ABX long positions that the transaction was intended to hedge. 

Collateral Securities - losses incurred resulting from price decline of the 
securities which collateralize the protection purchases from the CDOs. The 
collateral securities consisted primarily of alt a and subprime bonds and other 
mortgage and asset backed securities. The majority of these losses have already 
been realized as securities were liquidated on credit events. 

Retained Inventory - losses incurred on bonds retained from the CDO. 

Deal specific hedges - net revenues arising from hedges to retained bonds 
wherein Goldman Sachs purchased protection on specific bonds issued by the 
CDO. 

(vi) Identify by name and address any investor who has complained to 
Goldman in writing about its investment in one or more of the 
Transactions. 

Goldman Sachs is not presently aware of any such written complaints 
other than those made by: (i) Ba sis Yield Alpha Fund (Master) (“Basis ”) 
regarding Timberwolf I; and (ii)(HBBHHIillH^^HIHB regarding 
Point Pleasant 2007- 1 . The addresses for Basis andflBIB^s provided in the 
chart below: 
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Basis Yield Alpha Fund (Master) 


Walker House Footnote Exhibits - Page 2|320 
87 Mary Street 
Georgetown, Grand Cayman 
Cayman Islands. KY 1-9002 
British West Indies 



Goldman Sachs notes that as the perfomiance of the subprime mortgage market 
declined in mid-2007 and continuing thereafter, various investors have engaged in 
discussions with the firm related to such issues as market valuations and liquidation of 
collateral. We have assumed that your question is directed to customer complaints about 
the fimdamental investment itself, and not to such other matters. 


(c) State if and when any Transaction was liquidated. 


Fransflctioo 

Liairidation 

Date of Final Distribution 

Anderson Mezzanine 

Fundina 2007-1 

Not Liquidated 

N/A 

Samber 7 

Not Liquidated 

N/A 

Fort Denison Fundina 

Liquidated 

October 6, 2008 

Hudson Mezzanine Funding 
2006-1 

Liquidated 

May 25, 2009 

fiudson Mezzanine Funding 
2006-2 

Not Liquidated 

N/A 

Point Pleasant Funding 
2007-1 

Not Liquidated 

N/A 

Timberwolfl 

Liquidated 

October 16, 2008 


(d) In any Transaction, if bonds were purchased to collateralize synthetic assets, 
identify the bond by name, the value of the bond, the Transaction for which 
it was purchased, and the party from which the bond was purchased. 

Addressed in a spreadsheet from Mr. Blankfein. (See Appendix 9] 

(e) For each Transaction, provide copies of any offering circular or 
memorandum, mortgage capital committee memo, pitch book or marketing 
flip book or similar materials regarding the structuring or sale of interests 
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(including securities) in the Transaction. It is not necessary to provide 
duplicates of the same material, but provide the identity of all persons who 
received such material. 

In further response to Questions 1(e) and 2(b), Goldman Sachs encloses: (i) a 
copy of its policies and procedures governing the distribution of sales correspondence 
(bearing production numbers GS MBS 0000035799-35821) [See Appendix 7]; and (ii) a 
spreadsheet (bearing production number GS MB? 0000038771) [See Appendix 8] 
identifying potential investors to whom the Syndicate desk marketed the Transactions. 

Goldman Sachs notes that in general the firm marketed CDOs solely to qualified 
purchasers within the meaning of Securities and Exchange Conunission Rule I44A, and 
that the firm’s salespeople discussed securities via phone or e-mail with clients or 
potential clients known to have an interest in the particular products in which they dealt. 
Marketing materials were often transmitted, upon request, to interested clients or 
potential clients via email. 

Hard copies were sent via U.S. Mail or Federal Express. Goldman Sachs is compiling 
information responsive to these Questions concerning ABACUS 2007-ACl and will 
produce that information to the Subcommittee. 

These materials previously were produced to the Subcommittee staff. As an initial 
response, Goldman Sachs encloses a spreadsheet listing these materials by production 
number (bearing production numbers GS MBS 0000027963) [See Appendix 6]. 

(f) If Goldman entered into a credit default swap (“CDS”) referencing any 
portion of any Transaction or any asset related to the transaction, provide 
the notional value of the CDS, the assets referenced in the CDS, the date 
entered, the name of the counter party, and the ultimate disposition of the 
CDS, including whether it was cancelled, unwound, or paid. 

Provided in a spreadsheet. [See Appendix 5] 

If some of the requested documents have already been provided to the 
Subcommittee, you may respond to the question by providing the Bates 
numbers of those documents. 

2. Provide the following information regarding the sale of securities in each of the 

following transactions (each of which is hereinafter referred to in this question as a 
“Transaction” or, collectively, “the Transactions”); 
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Abacus 2007-ACl; 

Anderson Mezzanine Funding 2007-! ; 

Camber 7; 

Fort Denison Funding; 

Hudson Mezzanine Funding 2006-1 ; 

Hudson Mezzanine Funding 2006-2; 

Point Pleasant Funding 2007- 1 ; and 
Timberwolfl. 


(a) Who was the issuer of any securities; what was the issuer’s relationship to 
Goldman; who established the issuer; and who requested the establishment 
of the issuer? 

The issuers of securities for each of the Transactions were special purpose 
vehicles (“SPVs”) created for the purpose of the Transaction. In each instance, the SPVs 
were established by or at the request of a Goldman Sachs affiliate. These SPVs were as 
follows: 


. Transaction 

Snecial Purpose Vehicles 

Abacus 2007-ACl 

ABACUS 2007-ACl, Ltd.; 

ABACUS 2007-ACl, Inc. 

Anderson Mezzanine Funding 2007-1 

Anderson Mezzanine Funding 2007-1, Ltd.; 
Anderson Mezzanine Funding 2007-1, Com. 

2amber7 

Camber 7 Pic; 

Camber 7 Corp. 

Port Denison Funding 

Fort Denison Funding, Ltd,; 

Fort Denison Funding, Corp. 

Hudson Mezzanine Funding 2006-1 

Hudson Mezzanine Funding 2006-1, Ltd.; 
Hudson Mezzanine Funding 2006-1 , Corp. 

Hudson Mezzanine Funding 2006-2 

Hudson Mezzanine Funding 2006-2, Ltd.; 
Hudson Mezzanine Funding 2006-2, Corn. 

Point Pleasant Funding 2007-1 

Point Pleasant Funding 2007-1 , Ltd.; 

Point Pleasant Funding 2007-1 , Corn, 

fimberwolf 1 

fimberwolf I, Ltd.; 

Timberwolfl (Delaware) Corp. 
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(b) In the sale of any securities, bow and by what means did Goldman bring the 
specific securities to the attention of a client or potential investor? Identify 
each client or potential investor to whom Goldman presented any of the 
Transactions, describe each communication with that client, and state the 
substance of each communication. (In lieu of stating the substance of a 
communication, you may provide a copy of the communication.) 

In further response to Questions 1 (e) and 2(b), Goldman Sachs encloses: (i) a 
copy of its policies and procedures governing the distribution of sales correspondence 
(bearing production numbers GS MBS 0000035799 - 35821) [See Appendix 7]; and (ii) a 
spreadsheet (bearing production number GS MBS 0000038771) [See Appendix 8] 
identifying potential investors to whom the Syndicate desk marketed the Transactions. 
Goldman Sachs notes that in genera) the firm marketed CDOs solely to qualified 
purchasers within the meaning of Securities and Exchange Commission Rule 144 A, and 
that the firm’s salespeople discussed securities via phone or e-mail with clients or 
potential clients known to have an interest in the particular products in which they dealt. 
Marketing materials were often transmitted, upon request, to interested clients or 
potential clients via email. 

Hard copies were sent via U.S. Mail or Federal Express. 

The requested materials for ABACUS 2007-ACl were previously produced to the 
Subcommittee staff. The following chart sets forth the production numbers of the 
requested materials [See Appendix 6). 

As discussed with the Subcommittee staff, Goldman Sachs also encloses a 
CDROM containing e-mail (bearing production numbers GS-MBS-E-0210I9055 - 
2I020015)pi.etained in the files of the Subcommittee] fi-om October 1, 2006 through 
December 3 1 , 2007 reflecting communications concerning potential investors to whom 
Goldman Sachs marketed ABACUS 2007-ACl .i Goldman Sachs notes that in general the 
firm marketed CDOs solely to qualified purchasers within the meaning of Securities and 
Exchange Commission Rule 144A, and that the firm’s salespeople discussedsecurities via 
phone or e-mail with clients or potential clients known to have an interest in the particular 
products in which they dealt. Marketing materials were often transmitted, uponrequest, to 
interested clients or potential clients via e-mail. Hard copies were sent via U.S. Mail or 
Federal Express. 

Goldman Sachs also notes that it previously produced to the Subcommittee a spreadsheet 
(bearing production number GS MBS 000003877!) [See Appendix 8] listing investors to 
whom Anderson Mezzanine Funding 2007-1, Camber 7, Fort Denison Funding, Hudson 
Mezzanine Funding 2006-1 , Hudson Mezzanine Funding 2006-2, Point Pleasant Funding 
2007-1 and Timberwolf I were marketed. 
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(c) In the Transactions in which Goldman acted as a placement agent, did 
Goldman advise potential investors whether Goldman held or planned to 
hold short positions with respect to assets referenced in the Transaction 
being considered by any potential investor? 


In all of the Transactions, the offering circular expressly disclosed the identity of 
the protection buyer with respect to all of the synthetic assets held by the Transaction and 
noted that the protection buyer could hedge some or all of its exposine in the future. In 
all of the Transactions except for the Point Pleasant transaction, the sole protection buyer 
was a Goldman Sachs affiliate. For example, the offering circular for the Hudson 
Mezzanine Funding 2006-1 transaction stated; 

It is expected that Goldman Sachs International [a Goldman Sachs 
affiliate] will act as the sole Credit Protection Buyer with respect to 
the Credit Default Swap, which . . . may create certain conflicts of 
interest. 

The Credit Protection Buyer and its affiliates (i) may deal in any 
Reference Obligation, ... and (iii) may act ... as if the Credit 
Default Swap and the Notes did not exist and without regard to 
whether any such action might have an adverse affect on such 
Reference Obligation, the Issuer, the Holders of the Secured Notes, 
the Senior Swap Counterparty or the Holders of the Income Notes. 

[I]t is expected that one or more affiliates of the Initial Purchaser 
[Goldman Sachs] will also act as counterparty with respect to all of 
the CDS Transactions. 

{See GS MBS-E-001550191 - 1550378 at 1550241 and 1550250.) [See Appendix 6] 


(d) In the Transactions in which Goldman acted as a placement agent, did 
Goldman advise potential investors whether Goldman held or planned to 
bold a net short position with respect to RMBS related assets? 

The offering circulars for the Transactions expressly disclosed that Goldman 
Sachs and its affiliates might have certain conflicts of interest with respect to' the . 
Transactions and their underlying assets. For example, the offering circular for the 
Hudson Mezzanine Funding 2006-2 transaction stated: 

The Credit Protection Buyer. [Goldman Sachs] will be the initial Credit 
Protection Buyer. The following briefly summarizes some potential and actual 
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conflicts of interests related to the Credit Protection Buyer, but the following isn’t 
intended to be an exhaustive list of all such conflicts. 

[Goldman Sachs] and/or its affiliates may be in possession of information 
in relation to a Reference Entity or otherwise that is or may be material in the 
context of the Notes and may or may not be publicly available to Holders. None 
of [Goldman Sachs] or any of its affiliates has any obligation to disclose to 
Holders any such information. 

[Goldman Sachs] and/or any of its affiliates may invest and/or deal, for 
their own respective accounts for which they have investment discretion, in 
securities or in other interests in the Reference Entities, in obligations of the 
Reference Entities or in the obligors in respect of any Reference Obligations or 
Collateral Securities (the “Investments”) or in credit default swaps (whether as 
protection buyer or seller), total return swaps or other instruments enabling credit 
and/or other risks to be traded that are linked to one or more Investments. Such 
investments, credit derivatives and/or instruments may have the same or different 
terms from any of the credit derivatives referred to in the terms of the Notes. In 
addition, [Goldman Sachs] and/or any of its affiliates may invest and/or deal, for 
their own respective accounts or for accounts for which they have investment 
discretion, in securities (or make loans or have other rights) that are senior to, or 
have interests different from or adverse to, any of the Investments and may act as 
adviser to, may be lenders to, and may have other ongoing relationships with, the 
issuers or obligors of Investments and obligations of any Reference Entities. 
[Goldman Sachs] may at certain times be simultaneously seeking to purchase or 
sell investments and/or protection under credit derivatives or other instruments 
enabling and/or other risks to be traded for any entity for which it serves as 
manager in the future. 

(See GS MBS-E-000808574 - 808747, at 808627.) [See Appendix 6] 


(e) In the Transactions in which Goldman acted as a placement agent, did 
Goldman advise potential investors whether it had taken steps or planned to 
use the offering to reduce its own inventory of RMBS or CDO securities or 
other holdings? 

Please see Goldman Sachs’ response to Request 2(d) posed to Mr. Blankfein. 

(f) Did Goldman conduct a suitability analysis in connection with soliciting 
clients or potential investors to purchase securities issued in any of the 
Transactions? If so, describe the suitability analysis conducted for each 
investor that purchased these securities. If Goldman retained a written 
record that reflects that such a analysis was conducted for any of these 
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TransactioDs, provide a copy. 

Pursuant to Goldman Sachs’ “Know Your Customer: Suitability and Authority" 
policy (the “KYC Suitability Policy"),' and reinforced by a policy specific to asset-backed 
securities (“ABS"), Goldman Sachs conducted a suit^ility analysis in connection with 
efforts to sell the securities issued in the Transactions.' 

The KYC Suitability Policy, which is consistent with the rules and guidance of 
US self-regulatory organizations, provides that the film fulfills its “customer-specific 
suitability” obligation for an “institutional customer" when the firm has a reasonable 
belief that the institutional customer has and exercises an independent capability to 
evaluate investment risk. Under that Policy, the firm complies with its suitability 
obligations by focusing its selling efforts, and ultimately selling the securities issued in 
the Transactions, to institutional investors that the firm reasonably believed met these 
standards. Under Goldman Sachs' supervisory fiamework, that suitability determination 
was at the time the responsibility of the sales person under the supervision of his/her 
manager, who was tasked with regularly reviewing sales activity for potential suitability 
considerations. Likewise, Legal staff and Compliance officers also are available for 
consultation during the selling effort. 

The Transaction purchasers mainly comprised institutions that were heavily 
involved in investments and financial markets, either as the core or as an integral part of 
their businesses. Specifically, the Transaction purchasers were primarily substantial hedge 
funds or other asset managers; global banks or other banks experienced with mortgage or 
other credit related securities or derivatives; insurance companies; global investment 
banks; and brokerdealers These types of investors reasonably were expected, directly or 
through professional managers, to have the knowledge and experience in the financial 
markets and with nonconventional products, as well as the financial resources to make 
investments that carried the potential for both high return and high risk. Given the nature 
of the Transaction purchasers, it was reasonable for the firm to conclude that they were 
institutional investors that were able to — and did — independently evaluate the investment 
risk of the Transactions. 


'Copy of the policy (dated March 31, 2005 and bearing production numbers GS MBS 
000003735 1 -37359) was produced with Goldman Sachs’ response to Question 1 7 posed to Mr, 
Blankfein, [See Appendix 21] 

^The ABS-specific policy, the Mortgage and Other Asset-Backed Security Policy, dated lanuary 
13, 2006, focuses on disclosure requirements, among other items, for ABS transactions, and also contains 
a section reiterating the “know your counterparty’’ requirement with the specific reminder that “because 
derivative mortgage products and other asset-backed securities often are very complex and may entail 
significant risk, care should be taken in considering whether such investments are suitable for a 
counterparty given such counterparty's background, objectives and investment restrictions.” 
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The firm confirmed the investment capacity and independence of the Transactions 
Purchasers, and hence the suitability of its sales efforts, in the “Notice to Investors” 
contained in the Offering Circular for each Transaction, under which the Transaction 
Purchasers were deemed to have represented and agreed that: 

In connection with the purchase of the Notes: (i) none of the Issuers, the Initial 
Purchaser, the Liquidation Agent, the Trustee, the Agents, the Administrator or 
the Share Trustee (as defined herein) is acting as a fiduciary or financial or 
investment adviser for the purchaser; (ii) the purchaser is not relying (for purposes 
of making any investment decision or otherwise) upon any advice, counsel or 
representations (whether written or ora!) of the Issuers, the Initial Purchaser, the 
Liquidation Agent, the Trustee, the Agents, the Administrator or the Share 
Trustee other than in this Offering Circular for such Notes and any representations 
expressly set forth in a written agreement with such party; (iii) none of the 
Issuers, the Initial Purchaser, the Liquidation Agent, the Trustee, the Agents, the 
Collateral Pul Provider, the Credit Protection Buyer, the Senior Swap 
Counterparty, the Administrator or the Share Trustee has given to the purchaser 
(directly or indirectly through any other person) any assurance, guarantee or 
representation whatsoever as to the expected or projected success, profitability, 
return, performance, results, effect, consequence or benefit (including legal, 

. regulatory, tax, financial, accounting or otherwise) as to an investment in the 
Notes; (iv) the purchaser has consulted with its own legal, regulatory, tax, 
business, investment, financial and accounting advisors to the extent it has 
deemed necessary, and it has made its own investment decisions (including 
decisions regarding the suitability of any transaction pursuant to the Indenture and 
Fiscal Agency Agreement) based upon its own judgment and upon any advice 
from such advisors as it has deemed necessary and not upon any view expressed 
by Issuers, the Initial Purchaser, the Liquidation Agent, the Trustee, the Agents, 
the Collateral Put Provider, the Credit Protection Buyer, the Senior Swap 
Counterparty, the Administrator or the Share Trustee; (v) the purchaser has 
evaluated the rates, prices or amounts and other terms and conditions of the 
purchase and sale of the Notes with a full understanding of all of the risks thereof 
(economic and otherwise), and is capable of assuming and willing to assume 
(financially and otherwise) those risks; and (vi) the purchaser is a sophisticated 
investor. 

See, e.g, GS MBS-E-001550197 and 1550199-1550200 (Offering Circular for Hudson 
Mezzanine Funding 2006-I)[See Appendix 6].’ 


’The KYC Suitability Policy provides that “[s]ales and trading personnel ... should consider, in 
consultation with their managers, whether to document [suitability] determinations in special or unusual 
circumstances." Given the firm's knowledge of the Transaction Purchasers at the time, there were no 
“special or unusual circumstances” that would have suggested the need for suitability documentation 
under the KYC Suitability Policy. Accordingly, other than the confirmation provided by the offering 
documents discussed above (which did serve to confirm the suitability of the investors), the firm is not 
aware of any formal suitability documentation relating to the Transactions. 
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Goldman Sachs also notes that responsibility for reviewing and approving CDO 
securitisations in 2006 and 2007 was vested in the Firmwide Capital Conunittee 
(“FWCC”), which in certain periods further delegated authority for some mortgage 
transactions to the Mortgage Capital Committee (“MCC”) due to the high volume of 
transactions requiring approval. Transaction teams provided these committees with 
formal memos summarizing the transactions and key considerations and risks. These 
memos were reviewed and decisions reached at the FWCC or MCC." In reviewing 
transactions, the FWCC and its sub-committees considered whether the product was 
appropriate for Goldman Sachs to sell as a general matter; as indicated above, client- 
specific suitability was considered at the desk level. 

3. (a) In what capacity did Goldman act for Paulson & Co. (together with any of 

its affiliates, “Paulson”) with respect to the Abacus 2007-ACl transaction or 
a Credit Default Swap transaction that referenced any or all of the same 
entities or securities that were referenced in the Abacus 2007-ACl 
transaction? Describe in detail Goldman’s relationship to Paulson with 
respect to those transactions, its obligations to Paulson, the nature and 
amount of any fees or compensation received by Goldman from Paulson 
relating to those transactions, and whether Goldman advised investors or 
potential investors in Abacus 2007-ACl of the existence and nature of its 
relationship with Paulson. 

Goldman Sachs, as market maker, was facilitating a trade for Paulson to purchase 
protection on a portfolio of Baa2-rated RMBS fi'om the 2006 vintage. Goldman Sachs 
earned approximately $15 million, which was the difference between the price at which 
Goldman Sachs purchased the protection from the ABACUS 2007-ACl SPV and the 
price at which it sold the protection to Paulson. A detailed description of the ABACUS 
2007-ACl transaction is set forth in the Mortgage Capital Committee Memorandum 
regarding the ABACUS 2007-ACl transaction and Goldman Sachs’ Wells Submissions 
to the Securities and Exchange Commission, which are enclosed herewith (bearing 
production numbers GS MBS-E-005974542 - 5974549 [See Appendix 14]; GS MBS 
0000024769 - 24815 [See Appendix 10], 24817-24837 [See Appendices 12 and 13] 
[See also Appendix 11]). 

(b) If Goldman advised investors or potential investors of the nature or existence 
of the Paulson relationship, identify who so advised investors or potential 


‘Goldman Sachs has located and produced to the Subcommittee MCC memos for six of the eight 
Transactions {see GS MBS 0000027963 (providing production numbers for the MCC memos)). The 
firm has been unable to locate records to indicate that Hudson Mezzanine 2006-01 and 2006-02 were 
subject to such approval. Some evidence suggests that the Hudson Mezzanine 2006-01 transaction was 
approved through an informal meeting, likely conducted by telephone conference. 
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investors, the date on which that person so advised investors or potential 
investors, the identity of the investors or potential investon so advised, the 
manner (i.e. verbal or in writing) in which the person was advised, and the 
substance of the communication (and, if in writing, provide a copy of the 
communication). 

As a broker-dealer, Goldman Sachs has a duty to keep information concerning its 
clients’ trades and positions confidential. As disclosed in the ABACUS 2007-ACl 
offering circular, Goldman Sachs was the original protection buyer for the ABACUS 
2007-ACl transaction but could enter into offsetting hedging transactions to convey to 
other parties the credit protecbon it purchased via CDSs with the ABACUS 2007-ACl 
SPV. As a general matter, Goldman Sachs did not disclose to potential investors the 
identity of Goldman Sachs’ potential counterparty client(s). Goldman Sachs notes that, as 
reflected in a document released by the Subcommittee during the April 27, 2010 hearing, 
ACA knew of Paulson’s involvement and, in a meeting notice dated January 8, 2007, 
described Paulson as being a potential equity investor. 

4. For 2006 and 2007, provide the total dollar value of the residential mortgages that 
Goldman asked mortgage originators to repurchase due to a breach of 
representations or warranties related to fraudulent loan origination or 
underwriting. 

(a) What percentage of Goldman’s repurchase requests were successful? 

For whole loans owned by Goldman Sachs or a Goldman Sachs affiliate that were 
not securitized, the firm made $40,364,719 in repurchase claims for breaches of 
representations and warranties. The firm recovered $17,459,894 on those claims (which 
represented 43.3% of those claims). In addition, with respect to loans in securitizations 
underwritten by Goldman Sachs, the firm made $474,846,676 in repurchase claims for 
breaches of representations and warranties. The firm recovered $8 1 ,933,778 on those 
claims (which represented 17.3% of those claims). Goldman Sachs notes that it does not 
maintain information on whether repurchase claims for breaches of representations and 
warranties were related to fraudulent loan origination or underwriting; accordingly, these 
balances reflect the amounts recovered on all claims for breaches of representations and 
warranties. 

Further, it is important to understand that once Goldman Sachs deposits loans into 
a securitization trust, the trustee owns the loans and has the legal authority to decide on 
. , steps to take with respect to the loans, and oversees the servicer’s management of the 
loans. Although Goldman Sachs on occasion made repurchase claims on the trustee’s 
behalf, any recovery benefited the trust (and thus the holders of securities) and not 
Goldman Sachs. 

(b) How much money did Goldman collect from its repurchase requests? 
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For whole loans owned by Goldman Sachs or a Goldman Sachs affiliate that were 
not securitized, the finn made $40,364,719 in repurchase claims for breaches of 
representations and warranties. The firm recovered $1 7,459,894 on those claims (which 
represented 43.3% of those claims). In addition, with respect to loans in securitizations 
underwritten by Goldman Sachs, the firm made $474,846,676 in repurchase claims for 
breaches of representations and warranties. The firm recovered $81,933,778 on those 
claims (which represented 17.3% of those claims). Goldman Sachs notes that it does not 
maintain information on whether repurchase claims for breaches of representations and 
warranties were related to fraudulent loan origination or underwriting; accordingly, these 
balances reflect the amounts recovered on all claims for breaches of representations and 
warranties. 

Further, it is important to understand that once Goldman Sachs deposits loans into 
a securitization trust, the trustee owns the loans and has the legal authority to decide on 
steps to take with respect to the loans, and oversees the servicer’s management of the 
loans. Although Goldman Sachs on occasion made repurchase claims on the trustee’s 
behalf, any recovery benefited the trust (and thus the holders of securities) and not 
Goldman Sachs, 

(c) Identify the five mortgage originators to which Goldman directed the most 
repurchase requests and the total value of the requests made to each of those 
five. 

For whole loans owned by Goldman Sachs or a Goldman Sachs affiliate that were 
not securitized, the five mortgage originators to which Goldman Sachs directed the most 
repurchase requests were; PHH Mortgage ($13,188,153); Fremont ($9,918,074); National 
City ($4,800,000); Aames ($2,848,243); and Greenpoint ($1,726,400). 

With respect to loans in securitizations underwritten by Goldman Sachs, the five 
mortgage originators to which Goldman Sachs directed the most repurchase requests 
were: First Franklin ($97,834,791); New Century ($66,920,582); Fremont ($46,231,372); 
Greenpoint ($43,816,050); and Long Beach ($33,809,847). 

(d) Identify the total dollar amount of repurchase requests that Goldman 
directed to; 

(i) Washington Mutual; 

(ii) Fremont; and 

(iii) New Century, 

Goldman Sachs directed $33,809,847 in repurchase requests to Washington 
Mutual for loans in securitizations. Goldman Sachs directed $46,23 1 ,327 in 
repurchase requests to Fremont for loans in securitizations and $9,918,074 for 
whole loans. Goldman Sachs directed $66,920,582 to New Century for loans in 
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securitizations. [See also follow-up questions] 

5. What was the total dollar value of RMBS or CDO-related credit default swap (CDS) 
protection that Goldman obtained from AIG or an AIG subsidiary or affiliate 
(hereafter “AIG”) from January 1, 2004 to the present? 

(a) Specify each transaction in which Goldman purchased CDS protection from 
AIG, including the date, type and notional amount of CDS protection 
obtained, the referenced assets or entities, whether the protection was 
purchased for RMBS, CDO or other securities, and the Goldman business 
unit or desk involved. 

(b) For each such transaction, describe the current status of the CDS protection 
obtained from AIG, including any settlement or final disposition of the 
protection and the total dollar amount received by Goldman. 

Goldman Sachs encloses a list of credit derivative swap protection purchased 
from AIG Financial Products by Goldman Sachs Internationa! (“GSI”) and Goldman 
Sachs Capital Markets on super senior CDO and CMBS underliers (bearing production 
numbers GS FCIC 000000543 - 44) [See Appendix 1 5]. We have highlighted the super 
senior CDO positions that were terminated as a part of the Maiden Lane III transaction; 
all other trades remained open beyond December 2008. 

6. Did Goldman enter into any arrangement by which Goldman was the ultimate 
beneficiary of RMBS or CDO-related CDS protection that had been issued by AIG 
to a third party intermediary? If so, provide the following information; 

(a) the name ofthe third party intermediary; 

(b) the relationship between Goldman and the third party intermediary; 

(c) the dates and nature of the transactions through which CDS protection was 
obtained from AIG by the third party intermediary, with Goldman as the 
ultimate beneficiary; 

(d) whether AIG was aware of the arrangement between Goldman and the third 
party intermediary; 

(e) the aggregate notional amount of the CDS protection obtained from AIG; 

(f) the total amount of premiums paid by the third party intermediary; 

(g) the consideration paid by Goldman to the third party intermediary in 
connection with the CDS protection; and 
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(b) the dates and dollar amounts of any recovery on the protection obtained by 
Goldman from AIG through a third party intermediary, 

Goldman Sachs is unaware of any instance in which the firm was the “ultimate 
beneficiary” of RMBS or CDO-related credit default swap protection that had been issued 
by AIG to a third party. Although it is possible that a counterparty with whom Goldman 
Sachs entered into a swap later transferred its interest to another party, Goldman Sachs 
would be unable to track such a transfer. 

7. Did Goldman play any role in suggesting, encouraging, or prompting any other 
individual or entity to make collateral calls on CDS protection written by AIG 
related to RMBS or CDO securities? If so, describe in detail. 

Goldman Sachs did not play any role in suggesting, encouraging, or prompting 
any other individual or entity to make collateral calls on CDS protection written by AIG 
related to RMBS or CDO securities. 

8. Did Goldman obtain CDS protection against credit events involving AIG, Bear 
Steams, Fremont, Lehman Brothers, Long Beach Mortgage, Merrill Lynch, 

National City Corp., New Century, or Washington Mutual? If so, for each such 
financial firm during the period from January 1, 2006 through December 31, 2008, 
provide the following information: 

(a) the dates when the CDS protection was obtained and the nature of the 
protection; 

(b) the counter parties involved; 

(c) the total aggregate notional amount of the CDS protection obtained; 

(d) the total amount of premiums paid by Goldman for such protection; and 

(e) the total dollar amount of any recovery obtained by Goldman in connection 
with the CDS protection. 

Goldman Sachs encloses a spreadsheet (bearing production number GS MBS 
0000037361)pietained in the files of the Subcommittee], which sets forth the requested 
information on CDS protection that Goldman Sachs obtained against credit events 
involving the firais listed above. Goldman Sachs notes that it did not buy or sell 
protection on Long Beach or New Century. 

9. From January 1, 2006 through December 31, 2008, did Goldman obtain any 
insurance or other protection from a credit event involving AIG through any means 
other than a CDS transaction? If so, explain in detail. 
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Consistent with its policies and procedures, Goldman Sachs utilizes various tools 
to hedge counterparty exposure. Specifically to protect against a default of AIG, Goldman 
Sachs used credit default swaps as the primary means of hedging. At certain times, 
however, Goldman Sachs also purchased or sold short AiG unsecured bonds, 
subordinated debt md equity (i.e., common stock) in order to efficiently hedge the firm’s 
exposure to AIG. These additional hedges were particularly relevant when large 
movements in our exposure to AIG occurred (primarily due to market movements on the 
underlying derivatives or resolution of existing valuation differences). In these situations 
the liquidity within the credit default swap market on AIG was inadequate to efficiently 
hedge the movement in the exposure. At times, unsecured bonds, subordinated debt and 
equity can be traded more quickly and less expensively then purchasing and selling 
protection on credit default swaps. Enclosed is a spreadsheet (bearing production number 
GS MBS 0000038789) [See Appendix 16] providing information on credit default swaps, 
cash bonds and equity positions purchased and sold by Goldman Sachs as hedges against 
credit events involving AIG. 

10. Is there any instance from January 1, 2006 to the present, with respect to the 

settlement of disputes related to CDS protection for RMBS or CDO securities, in 
which Goldman obtained less than 100 cents on the dollar on the total notional 
amount of CDS protection it had purchased? If so, specify each such instance, 
including the name and type of the referenced assets, the name of the counter party, 
the notional amount of CDS protection purchased by Goldman, the type and 
amount of any collateral posted by the counterparty and the dates on which the 
collateral was posted, and the aggregate total dollar amount obtained by Goldman 
from the counter party in final settlement of Goldman’s CDS protection claims. 

As discussed with the Subcommittee staff on June 14, 2010, Goldman Sachs is 
interpreting this Question to request information on instances in which the Firm accepted 
CDS termination payments from financially sound counterparties in an amount that was 
less than what the Firm believed that it was contractually entitled to receive. Goldman 
Sachs does not believe that any such instance existed. 

Goldman Sachs notes, however, that the Firm had multiple CDS trades 
referencing CDO bonds with Deutsche Bank in which Goldman Sachs believes that the 
credit event terms were incorrectly defined in the confirmations and were not consistent • 
with the definition of those terms as agreed to by the parties at the time of the trade. For 
these trades, Goldman Sachs believed that an “implied writedown" credit event applied to 
the trades, while Deutsche Bank believed that such a credit event was inapplicable. In 
accordance with the terms of the confirmations, Deutsche Bank refused to pay Goldman 
Sachs for multiple “implied writedowns" for which Goldman Sachs attempted to claim 
CDS protection payments. Ultimately, the trades were terminated, and Goldman Sachs 
and Deutsche Bank agreed to a termination price lower than was 89.36% of the notional 
amount of the trades. Had Deutsche Bank agreed with Goldman Sachs that there was a 
documentation error and that an “implied writedown” credit event applied, Goldman 
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Sachs would have received more in its protection payments (or as termination payments) 
than it ultimately did. In total, Goldman Sachs was paid $171 ,000,000 to terminate 
$191,363,845 in notional amount of trades. Information concerning these trades (bearing 
production numbers GS MBS 0000035796) [See Appendix 1 7] is enclosed herewith, 

11. With respect to AIG, Bear Steams, Fremont, Lehman Brothers, Long Beach 
Mortgage, Merrill Lynch, National City Corp., New Century, and Washington 
Mutual, provide the following information for the years 2007 and 2008: 

(a) A detailed chronology of Goldman’s firm-wide proprietary trading 
(including trading for itself or its own accounts) in equity securities for each 
of the above companies, including the date, purchase price, and number of 
shares involved in each transaction; whether the transaction involved a 
purchase or sale; whether the transaction resulted a long or short position 
for Goldman; and the net position of Goldman following each transaction. 

As discussed with the Subcommittee staff in several conference calls, Goldman 
Sachs is a market maker in securities issued by the companies listed above. As such, 
Goldman Sachs enters into a large volume of principal transactions on a daily basis on 
behalf of the firm’s clients. During 2007 and 2008, Goldman Sachs entered into several 
million transactions (buys and sells) in the equity securities of these companies with gross 
proceeds in excess of $1 00 billion. To help summarize the net effect of these market 
making transactions, Goldman Sachs encloses a schedule (bearing production number OS 
MBS 0000038857) [See Appendix 1 8], which reflects the net common stock position in 
each of these companies held in each firm inventory account that was included in the 
firm’s balance sheet for each fiscal month-end during 2007 and 2008. This schedule does 
not include exposure from other financial instruments issued by these companies (i.e., 
convertibles and unsecured bonds) or exposure fi-om derivatives transacted directly with 
these companies or referencing these companies as underliers and as such is not a risk 
report. 

(b) A detailed chronology of Goldman’s firm-wide proprietary trading 
(including trading for itself or its own accounts) in options or futures 
contracts for each of the above companies, including the date, purchase 
price, and number of options involved in each transaction; whether the 
transaction involved a purchase or sale of a put or call option; whether the 
option was exercised, the exercise price and date, whether the transaction 
resulted a long or short position for Goldman; and the net position for 
Goldman following each transaction. 

As discussed with the Subcommittee staff, Goldman Sachs encloses a spreadsheet 
(bearing production number GS MBS 0000038753) [See Appendix 19], which provides a 
summary for each quarter of Financial Years 2007 and 2008 of common equity and 
option trades concerning AIG, Bear Steams, Fremont, Lehman Brothers, Merrill Lynch, 
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National City Corp. and Washington Mutual by businesses within Goldman Sachs that 
the finn has identified as “proprietary trading business units," Goldman Sachs also notes 
that Long Beach Mortgage was a wholly owned subsidiary of Washington Mutual and 
that there were no common equity or option trades concerning New Century by any 
Goldman Sachs "proprietary trading business unit” during Financial Years 2007 and 
2008. 

(c) The same chronologies as requested in (a) and (b) above for the Asset Backed 
Securities (ABS) trading desk alone. 

The Asset-Backed Securities trading desk did not engage in “proprietary" trading 
during the period 2007 through 2008. Although the Asset-Backed Securities trading desk 
did regularly commit the Firm’s capital, it principally did so to facilitate client 
transactions as a market maker, to hedge positions obtained in connection with its role as 
a market maker, or to hedge positions held in Goldman Sachs’ mortgage department. 

As discussed with the Subcommittee staff on June 14, 2010, Goldman Sachs 
encloses a spreadsheet (bearing production numbers GS MBS 0000035797)[Retained in 
the files of the Subcommittee] listing trades by the Asset-Backed Securities Trading desk 
in equity securities (including options & futures) for the requested financial institutions. 
Goldman Sachs notes, however, that Long Beach Mortgage Company was a subsidiary of 
Washington Mutual, Inc., and its securities could not separately be traded. 

12. (a) Did Goldman have any written procedures or policies with regard to the ABS 

desk’s using funds from a firm trading account to make speculative or 
proprietary trades in equity securities or options or futures contracts such as 
those listed above? If so, provide a copy of those procedures or policies. 

Yes. Enclosed is a document (bearing production numbers GS MBS 0000038674 
-38677) [See Appendix 20] describing Goldman Sachs’ “Policy for Approving Non-Core 
Trading Products and Trading Flow Changes,” which provides the procedures that 
franchise traders (including the ABS desk) must adhere to in advance of Pading products 
outside of their primary markets. This policy allows a franchise trading desk, with 
appropriate approvals, to transact in products not core to its business. 

(b) Was it a departure from Goldman’s policies or procedures for the ABS 

trading desk to have used a firm trading account to engage in speculative or 
proprietary trades in the equity securities or options or futures contracts 
listed above? 

No. Pursuant to Goldman Sachs’ “Policy for Approving Non-Core Trading 
Products and Trading Flow Changes,” the ABS desk sought, and received, approval from 
Bill McMahon and Don Mullen (the Divisional Risk Manager and the appropriate 
Operating Committee member, respectively) to use equities and equity derivatives as part 
of its hedging strategy for the mortgage market. Goldman Sachs notes that the ABS desk 
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did not engage in speculative or proprietary trading. Rather, the ABS desk used trades in 
equity securities, options and futures to hedge its existing positions. Goldman Sachs 
further notes that Josh Bimbaum participated in training classes on equity trading and 
equity derivatives, conducted by the firm’s Compliance Department in the summer and 
fall of 2006. 

(c) Did the ABS trading desk seek or obtain a waiver of Goldman's policies or 

procedures to trade these securities? If so, provide the date of the waiver, the 
persons who requested the waiver, the person who made the final decision to 
grant the waiver, and a copy of the waiver and the application or request to 
obtain it. 

As explained above, the ABS desk followed the procedures outlined by the 
“Policy for Approving Non-Core Trading Products and Trading Flow Changes” and 
accordingly obtained the appropriate waiver. 

13. During 2008, did any representative, employee, officer, agent, or attorney acting on 
behalf of Goldman contact or communicate with any federal agency, including the 
Federal Reserve or the Securities and Exchange Commission (SEC), to discuss any 
limitation on the short selling of Goldman shares or the shares of any other financial 
institution? If so, provide a detailed chronology describing those contacts, including 
the date of each contact, who initiated it, the participants involved, whether it was 
made by telephone or in person, and the substance of the discussion. 

Please see Mr. Blankfein’s response to this Question. 

14. Describe how and when Goldman learned of the limitations that the SEC 
implemented in 2008, on the short selling of the shares of certain financial 
institutions. 

Please see Mr. Blankfein’s response to this Question. 

15. Provide any document possessed by, generated by, or provided to Jonathan Egol 
related to obtaining a credit rating related to any Abacus transaction by any credit 
rating agency, including any correspondence, emails, memoranda, or other analysis 
or exchanges of information. 

[Retained in the files of the Subcommittee] 

16. Describe in detail your undentandiog of Goldman’s legal duties of disclosure, 
pursuant to securities laws and regulations, including rules prescribed by the SEC 
or FINRA, to purchasers of securities when Goldman acts in any of the following 
capacities: (a) market maker; (b) underwriter; (b) placement agent; (d) broker 
(when making a solicitation or recommendation of a security); or (e) a dealer. 
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Include your deflnition of a “market maker.” 

Goldman Sachs’ duties of disclosure generally can be thought of as failing under 
two distinct legal and regulatory regimes: one that governs its duties when acting as a 
broker-dealer and one that governs its duties when underwriting and marketing new-issue 
securities. 

With regard to the firm’s role as market maker, broker or dealer, these capacities 
all fall within the scope of Goldman Sachs’ broker-dealer activities, Goldman, Sachs & 

Co. is registered with the SEC as a broker-dealer under Section 15(a) of the Securities 
Exchange Act of 1934 and maintains membership in the Financial Industry Regulatory 
Authority (“FINRA”) and various securities exchanges. In general, a broker-dealer’s 
duties to a customer that wishes to effect securities transactions in a non-discretionary 
account are limited to the duties of diligence and competence in executing the customer’s 
trade orders on a transaction-by-transaction basis. This duty is often called a duty of best 
execution, and has been the subject of extensive interpretation and some rule-making by 
the SEC and FINRA. This duty applies with respect to all securities transactions, whether 
solicited or unsolicited, effected by a broker-dealer for its customers. 

Special obligations apply to Goldman Sachs when it acts for a discretionary 
account. In such a case, Goldman Sachs must comply with any client guidelines and must 
enter into transactions consistent with the client’s investment objectives. In exercising 
discretion, Goldman Sachs is typically subject to the duty to act in the best interests of the 
client and not that of Goldman Sachs and to disclose all conflicts of interest. 

We understand the term “market maker” to mean a broker-dealer that stands ready 
to make an offer to buy or sell a given security whenever a seller or a buyer enters the 
market. A market maker connects buyers and sellers — and thereby provides critical 
liquidity — through its willingness and ability to commit its own capital in taking the other 
side of transactions that its customers wish to execute. While the transactions executed 
by a market maker are often initiated by a customer looking to make a specific purchase 
or sale, a market maker may also fiequently propose transactions to its customers, based 
on their previously expressed investment interests or needs. As such, when Goldman 
Sachs acts as a market maker, it is simply engaging in a particular type of broker-dealer 
activity, and its basic duties are the same as those described above. 

FINRA and exchange rules impose special obligations on exchange-based and 
over-the-counter market makers of equity securities to provide liquidity. These rules, 
among other things, require the market maker to maintain a two-way market and regulate 
when market makers can cease to provide quotations. 

The firm’s role as an underwriter or placement agent differs from that of a broker- 
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dealer.’ As described above, a broker-dealer is primarily engaged in the business of 
assisting clients in executing transactions. This business is client-driven, and Goldman 
Sachs strives to provide a fair price to its clients. 

In contrast, an underwriter or placement agent is involved with the issuer in 
marketing and selling offerings of securities to investors. In this context, the federal 
securities laws effectively impose a “gatekeeper” role on Goldman Sachs: as an 
underwriter or placement agent the firm is expected to assist the issuer in providing an 
offering document to investors that discloses material information relevant to the 
offering,* and absent a showing that the firm conducted an appropriate review (so-called 
“due diligence") regarding the securities being offered, the firm is potentially liable to 
investors for any losses resulting from any material misstatements or omissions in the 
offering document. The same disclosure obligations do not apply to a broker-dealer 
(whether acting in a market making capacity or otherwise) because a broker-dealer must 
execute countless transactions in order to meet the demands of clients and other parties. If 
a broker-dealer were required to perform extensive due diligence on each security in 
which it was asked to execute a transaction, and to update disclosures every time it 
bought or sold securities, real-time, market makers could not function and liquid markets 
could not exist. 

17. (a) Does the fact that an investor or a potential investor with whom Goldman is 

transacting business is an “accredited" investor, a “qualified institutional 
buyer” or a “qualified purchaser” (as those terms are used in the U.S. federal 
securities laws) affect the duties and obligations of Goldman when acting in 
any of the capacities described in Question 16? If so, describe bow any of 
Goldman’s duties when acting in any of these capacities are affected by tbe 
status of the investor or potential investor. 

(b) Does Goldman have a duty to conduct a suitability analysis when making a 
recommendation to any of tbe types of investors listed in question 17(a)? If 


’As a technical matter, a firm generally may not act as an underwriter or placement agent 
of securities in the United States without registering as a broker-dealer with the SEC as 
described above. For convenience, however, when we refer to the activities of a brokerdealer 
in this response, we mean the activities of a market maker, broker or dealer as 
described above and not those of an underwriter or placement agent, even though the 
latter activities may also require registration as a broker-dealer with the SEC. 

‘The type and amount of disclosure is likely to vary depending on the nature of the 
offering. An SEC-registered public offering, for example, is subject to specific, detailed 
disclosure requirements of the SEC. In contrast, an offering exempt from registration is 
subject to a more general requirement that any disclosure made must not be materially 
false or misleading. 
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so, describe tbe nature and extent of the analysis to be conducted. 

In genera], the legal duties that Goldman Sachs owes when engaging in a 
securities transaction with a customer depend on the particular services the firm provides 
and the nature of its interaction with the customer, taking into account, in particular, the 
nature and sophistication of the customer, the customer’s reasonable expectations with 
regard to the firm's services and the compensation arrangement between the Firm and the 
customer. 

When a broker-dealer “reconunends”’ a securities transaction to a customer, the 
broker-dealer has a duty to determine that the transaction is suitable for the customer, 

This suitability duty requires the broker-dealer to determine, in the first instance, that the 
transaction is suitable for at least some investors. This is sometimes called “general 
suitability" or the “due diligence” duty, and it applies independently of any particular 
customer's interests.' Additionally, the broker-dealer must also determine that the 
recommended transaction is suitable for the particular customer, based on those facts, if 
any, disclosed by the customer as to his security holdings, financial situation, and needs 
or objectives. This duty, which is sometimes called “customer specific suitability,” in turn 
gives rise to a related duty to “know the customer.’* In this respect, the firm believes 
that, before entering into any securities transaction, its sales and trading personnel have 
an obligation to exercise due diligence to learn the essential facts regarding the customer 
and the customer’s orders and accounts and to ensure that the customer has provided 
sufficient evidence of its authority to enter into a transaction. Under Goldman Sachs’ 
policies and applicable regulations (enclosed bearing production numbers GS MBS 
0000037351 - 37359) [See Appendix 21] employees are required to be prepared to 
explain the basis for their suitability determinations and must consider, in consultation 
with their managers, whether to document such determinations in special or unusual 


’Whether a broker-dealer makes a “recommendation” to a customer depends on the nature 
and context of the firm’s communications with the customer. According to FINRA, a 
critical factor to consider is whether a particular communication, given its content, 
context and manner of presentation, reasonably would be viewed as a “call to action” or a 
suggestion that the customer engage in a securities transaction. See NASD Notice to 
Members 01-03 (Online Suitability) (April 2001). 

‘According to FINRA, the broker-dealer must implicitly represent to the customer that a 
reasonable investigation has been made and that its recommendation rests on the 
conclusions based on that investigation. See FINRA Notice to Members 1 0-22 (April 
201 0); FINRA Notice to Member 09-25 (May 2009). 


'The specific suitability and related know-your-customer duties have been codified by 
FINRA in Conduct Rule (NASD) 2310. 
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circumstances. Managers are also required to regularly review sales activity for potential 
suitability concerns. 

Significantly, however, FINRA has provided an important exception to the 
customer specific suitability duty with regard to institutional customers.” Broadly 
speaking, a broker-dealer may satisfy its customer specific suitability duty owed to an 
institutional customer if the broker-dealer reasonably determines, based on the relevant 
facts and circumstances, that the institutional customer (i) is capable of evaluating the risk 
associated with the recommended transaction independently of the broker-dealer and (ii) 
is in fact exercising independent judgment in evaluating the reconunendation (i.e., is not 
relying on the broker-dealer to determine customer specific suitability). As a practical 
matter, this exception means that a broker-dealer need not determine whether a particular 
transaction is suitable for an institutional customer in light of its particular circumstances, 
as long as the firm has a reasonable basis to believe that the customer has sufficient 
expertise and resources to make its own evaluation and is in fact doing so (eg., in light of 
regular past practice). This exception does not relieve a broker-dealer of its general 
suitability duty to an institutional customer. 

Goldman Sachs further notes that, in August 2008, the firm introduced suitability 
committees responsible for the administration of the Due Diligence and Approval 
Guidelines for Structured and Strategic Trades, which governs all structured trades 
(including CDOs) done with non-market professionals — whether primary or secondary 
transactions. In addition, Goldman Sachs has already implemented most of the March 
2009 recommendations of the Counterparty Risk Management Policy Group requiring 
firms to make reasonable efforts to determine that investors possess the following: (I) 
capability to understand risk and return; (ii) capability or access to the capability to price 
and run stress tests; (iii) governance procedures, internal controls and technology; (iv) 
financial resources sufficient to withstand potential losses; and (v) authorization to invest 
in high risk complex financial instruments. 

(c) Does Goldman owe a duly to disclose any adverse interest that it may have 
when recommending a security to any of the types of investors listed in 
question 17(a)? 

Although Goldman Sachs does not believe that the federal securities laws require 
a general disclosure of "adverse interests,” the firm notes that where relevant the offering 
circulars for the Transactions expressly disclosed that the protection buyer with respect to 
all of the synthetic assets held by the Transaction would be a Goldman Sachs affiliate, 
and noted that the protection buyer could hedge some or all of its exposure in the future. 

For example, the offering circulars for Hudson Mezzanine Funding 2006-1 , Hudson 


'°See FINRA Interpretation IM 2310-3 (Suitability Obligations to Institutional 
Customers). 
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Mezzanine Funding 2006-2 and Anderson Mezzanine Funding 2007-1 stated: 

It is expected that Goldman Sachs International [a Goldman Sachs 
afFiliate] will act as the sole Credit Protection Buyer with respect to the Credit 
Default Swap, which . . . may create certain conflicts of interest, 

The Credit Protection Buyer and its affiliates (i) may deal in any 
Reference Obligation, ... and (iii) may act ... as if the Credit Default Swap and 
the Notes did not exist and without regard to whether any such action might have 
an adverse affect on such Reference Obligation, the Issuer, the Holders of the 
Secured Notes, the Senior Swap Counterparty or the Holders of the Income Notes. 

Pit is expected that one or more affiliates of the Initial Purchaser 
[Goldman Sachs] wll also act as counterparty with respect to all of the CDS 
Transactions. 

[See OS MBS-E-001550241,1550250, 808621, 808630, 854578 - 854579 and 
854588.) Similar language appeared in the Camber 7 and Timberwolf I offering circulars. 
[See GS MBS-E-000814255, 814269, 673714 - 673715 and 673729.) The Point Pleasant 
offering circular provided a similar disclosure for DOS Corporate & Investment Bank, 
which was the protection buyer for that transaction. [See GS MBS-E-000638970 - 
638971 and 638979.) There was no such disclosure for Fort Denison Funding, which was 
a cash CDO. 

18. (a) Is Goldman aware of the 2004 Guidelines set forth by the United States 

Sentencing Commission (the “Guidelines”) establishing the elements of an 
effective ethics and compliance program? 

(b) What, if anything, has Goldman done to address the standards for ethics and 
compliance programs as set forth in the Guidelines? In particular, provide 
copies of educational materials or presentations given or presented to the 
Goldman Board of Directors, Goldman executives, and Goldman employees 
in general with respect to ethics and compliance during the period 2004 to 
the present. 

Goldman Sachs is aware of the amendments to the Sentencing Commission 
Guidelines, effective November 1, 2004 (the “2004 Guidelines”), establishing the 
elements of an effective ethics and compliance program. During .the period 2004 to the 
present (the “relevant period”), the firm has had and continues to have a robust and far- 
reaching compliance program to address the standards set by the 2004 Guidelines, to 
educate and report to its Board, executives and employees concerning the compliance 
program, and to involve those stakeholders in the program's execution. Highlights of how 
the firm's compliance program addresses the 2004 Guidelines follow. Further, as 
discussed with the Subcommittee staff, enclosed is list (bearing production number GS 
MBS 0000038749 - 38750 [See Appendix 22] (providing the relevant Appendices cited 
in this response)) of relevant documents from 2004 through 2009 concerning how the 
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fiim’s compliance program addresses the 2004 Guidelines. As discussed with the 
Subcommittee staff, Goldman Sachs will subsequently produce any of the documents 
listed in the Appendices that are requested by the Subcommittee. 

I. Board of Directors 

A. Compliance Presentations to the Board 

In September 2005, the Compliance Department made a presentation to 
Goldman Sachs’ Board of Directors (the “Board") entitled “Amendments to the 
U.S. Sentencing Guidelines for Organizations - Goldman Sachs’ Compliance 
Program." This presentation explicitly addresses how the firm’s compliance 
program meets the 2004 Guidelines requirements to: “(1) exercise due diligence . 
to prevent and detect criminal conduct; and (2) otherwise promote an 
organizational culture that encourages ethical conduct and a commitment to 
compliance with the law.” See 2004 Guidelines § 8B2. 1 . The Board presentation 
highlights the key elements of the firm’s compliance program and tracks those 
elements to the 2004 Guidelines. 

Apart from this Board presentation, the Compliance Department has made 
anumber of other presentations regarding the firm’s compliance program to the 
Board or the Board’s Audit Committee." See Appendix A. As set forth in the 
2004 Guidelines presentations and these other Compliance presentations, the key 
elements of the firm’s compliance program are; 

Risk Assessments to identify compliance and reputational risks of 
particular business activities and to help drive the nature, scope and 
frequency of compliance surveillance, monitoring and testing. 

Surveillance and Other Monitoring of processes and transactions to 
detect breaches and identify changes in the risk profile. 

Testing of the Compliance Control Framework to assess and validate 
assumptions about the efficacy of controls, principally by the firm’s 
Internal Audit Department and the Compliance Testing Group.” 

T raining and Communication of the rules and the firm’s compliance 
policies and procedures to the Board, senior management and supervisors, 
other employees and other stakeholders. 

Independence and Empowerment of the Compliance Function. In 


"The January 2009 presentation to the Board, “Compliance with CRMPG III Recommendations 
and Other Key Industry and Regulatory Reports,” may be of particular interest. 

"The Board’s Audit Committee has a standing agenda item for internal Audit presentations. 
Internal Audit also has a standing closed session with the Board’s external directors. 
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2004 the firm created a Compliance Department that is separate and 
independent from the Legal Department, hiring a Global Head of 
Compliance who reports directly to the firm’s Chairman/CEO and 
President/coo, and making him a member of the Fitmwide Management 
Committee, the firm’s highest management governing body.'" The firm’s 
Compliance headcount has increased by approximately 40% during the 
relevant period, from 399 in October 2004 (see November 2004 Board 
presentation) to its current level of 558. 

B. Sarbanes-Oxley Presentations to the Board 

In addition to the Compliance Department presentations to the Board or 
Board Audit Committee referred to above, the Board and its committees engage in 
governance activities related to the Sarbanes-Oxley Act of 2002, as follows; 

(1) Annual review by the Board’s Corporate Governance Committee, 
and re-approval by the Board, of the Code of Business Conduct 
and Ethics, originally adopted by the Board in February 2003. 

(2) Annual review by the Board’s Audit Committee, and re-approval 
by the Board, of the Policy on Repotting of Concerns Regarding 
Accounting and Other Matters and Policy Regarding Escalation to, 
and Retention by, the Audit Committee of Accounting Complaints 
and the Non-Management Directors of Other Concerns, originally 
adopted by the Board as of February 2003 and June 2003. See 
Appendix B. 

II. High-level Employees; Business Practices Committee 

In 2003, as indicated in the 2005 Board presentation on the 2004 Guidelines,. 
Goldman Sachs established a firmwide Business Practices Committee (“BPC”), which 
“assists senior management in its oversight of compliance and operational risks and 
related reputational concerns, seeks to ensure the consistency of the firm’s polices, 
practices and procedures with the firm’s business principles, and makes recommendations 
on ways to mitigate potential risks." See Appendix C. 

The BPC, which generally meets monthly and reports to the Firmwide 
Management Cotiunittee (the firm’s highest management governing body), is made up of 


’’From 2004, the Global Compliance Head has been Alan Cohen, a prominent former federal 
prosecutor and private sector lawyer specializing in litigation and governmental investigations in 
the securities industry and other corporate areas. All Compliance officers report directly or 
indirectly to Mr. Cohen, and none reports to the business. 
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senior leaders of the firm’s revenue producing and control divisions. See Appendix C. 
More specifically, under its charter, the BPC: 

0 Reviews business practices that could pose significant compliance and operational 
risks and related reputational concerns; 

o Identifies and oversees key business practices initiatives and reviews related 
communications and training programs; 

o Reviews internal and external incidents having significant reputational or 
operational impact; 

o Reviews regulatory issues and significant trends; 

0 Establishes standards and reviews and approves policies and procedures 
implemented in accordance with the firm’s business principles; 
o Addresses issues raised by the Global Compliance Division and Internal Audit 
Division. 

In addition, each revenue-producing division and each of the firm’s non-US 
regions (Europe, Middle East and Afnca, Asia Ex-Japan, and Japan) has its own Business 
Practices Committee that performs functions similar to the firmwide BPC for those respective 
divisions or regions. 

in. Employees Generally 

As indicated in the Board presentation on the 2004 Guidelines and in other 
Compliance presentations to the Board or Board committees, the firm has an extensive 
program of communication and training on its compliance policies, procedures and other 
contfols across the firm at all levels, as well as processes that create incentives for 
compliance with those controls and mete out discipline for substantial compliance 
breaches. 

o New hires. On their first day, new hires attend a concentrated “Day One Training” 
training program in the key compliance policies and controls, including components on 
handling material non-public information and requirements of the anti -money laundering 
(“AML”) laws. In addition, employees are required to disclose their investment accounts, 
private investments and outside activities, if any. These disclosures, which must be 
updated with new information as circumstances change, are logged in a database and are 
used to enhance the firm’s surveillances and monitoring for inappropriate trading or 
business activity. See Appendix D. 

0 Ongoing training of employees. 

The firm develops training programs from time to time that employees 
generally are required to complete. These programs are focused on 
compliance and reputational issues, particularly in the context of using the 
firm’s communications tools, and the prevention and detection of criminal 
conduct by educating staff on the requirements of the anti-money 
laundering (“AML”) laws program. 
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■ Throughout the relevant period (2004-present), recent hires, 
including temporary staff (but with the exception of certain service 
employees for whom the training would not be relevant), have been 
required to complete AML online training and a related assessment 
within a short period after joining the firm. An “AML Refresher" 
course was rolled out in 2005-06 for eihployees who had been 
hired prior to that time. See Appendix D 

■ In addition, recent hires complete modules that review the firm's 
policies and procedures governing the proper use of 
communications tools such as e-mail, voice mail, wireless devices 
and the Internet, with a focus on protection of confidential 
information. See Appendix D 

■ The firm’s AML program, as discussed in Board presentations by 
Compliance referenced in Appendix A, employs various 
surveillances of trading and money movements to prevent and 
detect criminal activity, and to assist the firm in complying with its 
legal obligations to report suspicious activity. In 2008, the AML 
group rolled out a required global training program across key 
areas of the firm in live classroom training sessions on “Raising 
Suspicious Activity Awareness," This program has targeted the 
firm’s Compliance, Legal, Internal Audit, Operations, Private 
Wealth Management, Asset Management and Investment 
Banking/Merchant Banking, and Securities Divisions and included 
a session for the firm’s Management Committee. Training sessions 
have been tailored to each of the business areas and focus on the 
“red flags" that might indicate potential money-laundering or 
fraud. See Appendix D. 

o Firmwide training is supplemented with extensive training and communications 
efforts customized to the needs of individual divisions, departments, groups and 
regions. These efforts include training designed to meet regulatory obligations as 
well as to reinforce the firm’s compliance controls. Annual training in the 
revenue-producing divisions includes AML and suspicious activity components, 

• Leaders, Supervisors and Other Managers. 

o As set forth in the Board presentation on the 2004 Guidelines, in 2004-05, the 
firm’s then Chairman Hank Paulson conducted “The Chairman’s Forum on 
Leadership and Accountability,” at which he discussed the importance of 
compliance, ethical behavior and management accountability in a series of 
meetings with groups of the firm’s managing directors (“MDs”) across the globe 
(nearly 2,000 people). 

0 Following the MD sessions, the program was adapted for the firm’s vice president 
population, which included nearly 8,000 people. The Leadership and 
Accountability for Vice Presidents program began in 2005 and was completed in 
2007. The program was run by senior MDs and members of the firm’s 
Management Committee. 
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o In 2007, the finn’s Chaiiman, Lloyd Blankfein, began a second iteration of the 
program for MDs, “The Chairman’s Forum on Clients; Advancing our Franchise,” 
which focused on the critical importance of, and challenges associated with, client 
relationships. During three-hour sessions, which consisted of 30 sessions in six 
cities conducted globally, MD participants reviewed and discussed video and 
written case studies depicting situations that posed potential ethical, compliance 
and business issues. The case studies stressed the importance of clear 
communication, humility and integrity. 

o In 2008, the “Chairman’s Forum on Clients; Advancing Our Franchise” was 

introduced to the firm’s vice president population. Content of the program, which 
comprised 66 sessions globally, was tailored based on individuals’ business unit 
functions, and firmwide sessions were held in smaller offices globally. As in the 
MD program, content focused on the strategic importance of our client franchise 
as well as key principles for client relationships, 
o In 2005, in response to new rules promulgated by the US securities self-regulatory 
organizations, the firm instituted a CEO Certification process related to 
compliance policies, procedures and interna! controls for its broker-dealer 
businesses in the US. The CEO Certification, which is discussed in several of the 
Board presentations by Compliance referenced in Appendix A, is supported by an 
extensive process whereby business supervisors in the revenue-producing 
divisions and compliance officers complete quarterly or monthly certifications or 
checklists affirming and evidencing the discharge of their oversight 
responsibilitics.'^These supervisory processes not only are an important part of the 
firm’s compliance oversight and monitoring structure, but also serve as a way to 
remind supervisors of their responsibilities on an ongoing basis. 

• Compliance incentives and disciplinary process. The firm’s annual performance 

review process includes a criterion specifically devoted to knowledge of and compliance 
with applicable rules, policies and procedures. See Appendix D. In addition, as noted in ■ 
the Board presentation on the 2004 Guidelines, the compliance-related disciplinary 
framework is overseen by a subcommittee of the firm's BPC; the process also involves 
Legal, Compliance, Employee Relations and business supervisors. 


❖ ❖ ❖ 


"The supervisory checklist process has been rolled out globally for the Securities Division. 
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Footnote Exhibits - Page 2348 


Confidential Treatment Requested bv Goldman Sachs 

LB l(b)(i): DQS Corporate Investment Bank served as the initial placement agent in the 
Point Pleasant transaction. Please explain why IXIS served the role instead of Goldman, 
and what, if any, placement role Goldman served in the transaction. 

IXIS Corporate & Investment Bank (“IXIS”) served as the “Initial Placement 
Agent” for the Point Pleasant transaction and offered the notes to investors in France, 
Luxembourg, Switzerland and Belgium. Goldman, Sachs & Co. (“Goldman Sachs”) served as 
the “Initial Purchaser” of the notes and offered the notes to investors in other jurisdictions. 
Goldman Sachs served as the primary placement agent, with IXIS serving as the placement agent 
for the specified countries. 


Suppletnental Response Received From 
Goldman Sachs 


Confidential Treatment GS MBS 0000087070 

Requested by Goldman Sachs 
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Footnote Exhibits - Page 2349 


Confidential Treatment Reouested bv Goldman Sachs 

LB 16 - Does Goldman have a fonnalized due diligence review process for securities being 
offered? If so, please provide copies of the reviews for the transactions listed in LB 1 and 
LB2. 


Goldman Sachs employs a variety of due diligence processes in connection with 
the offering of securities for which it serves as underwriter. These processes vary based on 
numerous factors, including: (1) the type of security being issued; (2) the nature of the issuer 
and its business; (i) Goldman Sachs’ familiarity with the issuer and its affiliates; and (4) the 
jurisdictions in which the securities are to be offered. 

In the case of the transactions listed in LB 1 and LB 2, Goldman Sachs performed 
due diligence on both the underlying assets and, where applicable, the collateral managers 
involved in the transactions. Goldman Sachs examined the credit quality of the assets to be 
included in the transaction. Where proposed assets were unfartriliar to the team working on a 
specific deal, the Firm examined a wide variety of relevant materials, including available 
performance data, offering documents, marketing materials, trustee reports and Bloomberg and 
Intex data. 

Additionally, nationally-recognized accounting firms reviewed the collateral and 
offering documents for the transactions and provided “agreed upon procedures letters” attesting 
to the accuracy of certain characteristics of the transactions, including the overcollateralization 
ratios and the asset type and rating of the underlying assets or reference obligations. These 
letters were produced to you on September 24, 2010, and bear production numbers GS MBS-E- 
02 1 8 1 8546 - 2 1 8 1 8598, 2 1 820485 - 2 1 820547, 2 1 8221 76 - 2 1 822225, 2 1 823468 - 2 1 823508, 
2 1 825024 - 2 1 825069, 21826772 - 2 1 826818 and 2 1 828279 - 2 1 828347. 

For transactions involving collateral managers, those managers generally were 
required to complete due diligence questionnaires concerning numerous factors, including: (1) 
their management and ownership structure; (2) their assets and transactions under management; 
(3) litigation and disputes in which they have been involved; and (4) assets or positions that 
might give rise to potential conflicts of interest with the CDO investors. Copies of 
questionnaires that we have been able to locate are enclosed herewith bearing production 
numbers GS MBS 0000004769 - 4770 and 87077 - 87083. 


Supplemental Response Received From 
Goldman Sachs 


Confidential Treatment Requested by Goldman Sachs 


GS MBS 0000S7092 
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Footnote Exhibits - Page 2351 


Confidential Treatment Requested bv Goldman Sachs 

LB 4; Please provide farther explanation of the trustee’s ownership of loans in a 
secnritization trust. Under what circumstaoces would Goldman make repurchase requests 
on the trustee’s behalf? Did Goldman have a financial interest in the securities on which it 
made repurchase requests on behalf of the trustee? Please explain why 43% of claims on 
non-secnritized loans were recovered while 17% of claims on securitized loans were 
recovered? 


Goldman Sachs Mortgage Company (“GSMC”) purchased residential mortgage 
loans at arm's length from third-party originators in secondary market transactions. GSMC then 
pooled and conveyed those loans, through a depositor, to a securitization trust. The trustee for 
the securitization trust held the loans (including the rights and obligations associated with the 
loans) for the benefit of the investors who purchased securities that were issued by the trust, 

Goldman Sachs reviewed the loans purchased by GSMC for potential breaches of 
representations and warranties. When Goldman Sachs identified loans owned by the firm 
(“whole loans”) for which there were claims of breaches of representations and warranties, 
Goldman Sachs pursued those claims directly with the loan originator. When Goldman Sachs 
identified loans in securitizations for which there were claims for breaches of representations and 
warranties, Goldman Sachs notified the loan originator and the trustee for the securitization trust 
of the claims. In these instances, the trustee had the authority and responsibility to decide what 
steps to take with respect to the claims. At times, Goldman Sachs, on behalf of the trustee and 
solely for the benefit of the trust, also approached loan originators to raise claims on securitized 
loans, although the trustee continued to retain the authority and responsibility to pursue any such 
claims. In all instances, any recovery made on claims for securitized loans benefited the trust 
(and thus the holders of securities) and not Goldman Sachs. 

As Goldman Sachs explained in its prior response to this Question (bearing 
production number GS MBS 0000037369), the firm recovered $17,459,894 on claims made for 
whole loans (which represented 43.3% of the whole loan claims the firm made). Goldman Sachs 
recovered $81,933,778 on claims made for securitized loans (which represented 17.3% of the 
securitized loan claims made by the firm for the trusts’ benefit). This discrepancy is largely 
attributable to the approximately $9 million recovered fr^om whole loan repurchase claims that 
Goldman Sachs made related to 1 7 large balance loans originated by PHH Mortgage. If those 1 7 
loans are excluded, then Goldman Sachs recovered approximately 20% of the whole loan claims 
the firm made. 


S-Pp.et„e„tal Response Received Fror 

Goldman Sachs 


Confidential Treatment Requested by Goldman Sachs 
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Footnote Exhibits - Page 2352 


Confidential Treatment Reaoested bv Goldman Sachs 
Supplemental Request to Provide: 

• Records of any instance that Goldman Sachs accessed the Federal Reserve Bank’s 
discount window. 

Since becoming a bank holding company, Goldman Sachs has had access to 
funding through the Federal Reserve Bank discount window. Goldman Sachs has, however, only 
used this access in order to test that all the necessary policies, procedures and operational 
capabilities required to access this funding were in place. The first such test was conducted on 
October 1, 2008. At that time. Goldman Sachs borrowed $2,500,000.00 in exchange for 
collateral pledged of $3,424,657.53. It returned the entire amount borrowed the next day. 

During 2009 and 2010, similar tests were conducted. 


Supplemental Response Received From 
Goldman Sachs 


Confidential Treatment GS MBS 0000038848 

Requested by Goldman Sachs 
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Footnote Exhibits - Page 2353 


Confidential Treatment Reaoested bv Goldman Sachs 
Supplemental Request to Provide: 

• Records (presumably minutes, notes or other memoranda) of board meetings prior to 
September 21, 2008, during which participants possibly converting Goldman Sachs 
into a bank holding company. 

Goldman Sachs encloses a presentation made to the Board of Directors in June 
2008 (bearing production numbers GS MBS 0000038868-38939) in which the Board discussed 
the possibility of converting to bank holding company in the context of its overall business 
strategy, as well as minutes of the meeting reflecting the presentation (bearing production 
numbers GS MBS 0000038862-38867). Goldman Sachs notes that while the firm has reviewed 
at senior levels, in the context of its overall business strategy, the possibility of becoming a bank 
holding company for at least a decade, dating back to the period after passage of the Financial 
Services Modernization Act in 1999, to the extent any of those discussions occurred at the Board 
level, the firm has not identified any minutes or presentations reflecting such discussions. 
Goldman Sachs also notes that over the years the Board did examine, as part of the Board’s 
annual strategy review, the attractiveness of potential transactions that would have resulted in the 
firm becoming a bank or bank holding company, including merging with or acquiring a 
commercial bank. Goldman Sachs encloses, by way of example, a copy of one such presentation 
to the Board in June 2003 (bearing production numbers GS MBS 0000038944-38983). 


Supplemental Response Received From 
Goldman Sachs 


Confidential Treatment GS MBS 0000038858 

Requested by Goldman Sachs 
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GoshonijjDanielJHSGAC^, 


_ Goldman Sachs 


From: . Fredman, Shears {Fin] 

Sent: Friday. August 20, 2010 10:07 awi 

To: ‘daniel_goshom@hsgac.senate.gov' 

Cc: Smitti, Sarah [Fin]; Lee, Brian-J (FI Controllers) [Fin]: Simpson, Michael [Fin]; Fredman, 

Shears [Fin]; Broeckel. Janet [L^al]: Michaels, Susan [Fin] 

Subject: Response to PSI 


Follow Up Flag: Follow up 

Flag Status: Completed 


Dan- 
in response to an email received from Bob Roach on August 10, 2010, we are providing the wire transfer numbers in conjunction 
with our testing of the Federal Reserve Bank discount window. As we described in our response sent on July 14, 2010, we only used 
this access to test that all the necessary policies, procedures and operational capabilities required to access this funding were in 
place. The small amounts borrowed were returrted in their entirety the next day. 


Borrow Date 

Return Date 

Godaterai Redqed 

Amount Borrowed 

Refra^encB Number 

1Q/1/2EB8 

10/2/2008 

3.424 S57 53 

s 

25004)DOJ}0 

Ft®750i2ani 

10/23/2(118 

1004/2008 

5753.43257 

$ 

5JQD0J)0Oi)0 

F0582970D7CS)1 

9/9/2009 

9/10/2009 

3* 246^187 

t 

lilODJDOOiJO 

240121272D5S40100519 

1/11/2010 

1/12/2010 

294 JB4 237.18 

s 

liJDOJIOailO 

2«)101DDHn2010011ia! 

3/18/2010 

3/19/2010 

268,451 899.00 

$ 

18D08DII80 

2«]1010M0233iaBiaB 


Please note the following: 

The Information requested by the Subcommittee includes confidential internal documents and proprietary business records that 
Goldman Sachs does not make available to the general public. Goldman Sachs is producing these documents pursuant to Senate 
Rule kXVI and formally requests that these materials be treated as confidential business records. Accordingly, should you wish to 
publidy release any of these documents, Goldman Sachs respectfully requests reasonable notice of your intent to do so and the 
opportunity to object to such a release. 

Goldman Sachs used various technology and manual resources to generate some of the documents for produaion to you in 
response to your Requests. While Goldman Sachs believes that these documents are reasonably accurate, we cannot make an 
absolute representation that It Is complete or that there are not some inadvertent errors In the preparation of the spreadsheet. We 
will provide further updates or corrections if we discover missing information or errors. 

Please confirm receipt. 

Thanks, 

Sheara 


GoWmanrsadis & Co.’ ~ 

200 West Street 1 New YorK New York 10282 
Tei; (212)357-3579 


Sheara Fredman 

Managkig Director Coldinun 

Flnatice EMvIstorr Sachs 


I 
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Footnote Exhibits - Page 2355 

This message may contain information that is confidential or propnie^. If you are not the intended recipient, please advise die sender 
immediately and delete this message and any attachments. Foih>w this link for &rdier information oh confidentiality and the risks 
inherent in electronic communication: http-y/www.gs.com/disclaimg/eniail/ 
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Goldman Sachs 

FOOt im t e E-lU l jbiya - Page M’ra i 

— '■■»■ " Reoactca Dy the PcMnanenf 

Subcommittee on investigations 

MINUTES OF A MEETING OF THE 
BOARD OF DIRECTORS OF 
THE GOLDMAN SACHS GROUP, INC. 

A meeting of the Board of Directors of The Goldman Sachs Group, Inc., a 
Delaware corporation (the “Corporation"), was held at the Hotel Astoria, St. Petersburg, Russia 
on June 28, 2008 at 9:45 a.m., St. Petersburg time, recessing at approximately 11:45 a.m., St, 

Petersburg time, reconvening at approximately 1:15 p.m,, St. Petersburg lime, recessing for the 
day at approximately 2:15 p.m,, St. Petersburg time, and reconvening on June 29, 2008 at 9:00 
a.m., St. Petersburg time. There were present for all or a portion of the meeting Lloyd C. 

Blankfein, Gary D. Cohn, Jon Winkelreld, John H. Bryan, Claes OahlbSck, Stephen Friedman, 

William W. George, Rajat K. Gupta, James A. Johnson, Lois D. Juliber, Edward M. LIddy, 

Lakshmi N. Mittal (after his appointment as Director at the meeting) and Ruth J, Simmons, being 
all of the Directors and constituting a quorum. 

Also In attendance at the request of the Board of Directors for alt or a portion of 
the meeting were J, Michael Evans, Michael S. Shenvood, John F. W. Rogers, Gregory K. 

Palm, David A, Vinlar and Timothy J. O'Neill; and Alexander C. Dibellus, David A. Schwimmer, 

Christopher M. Barter and Edward K. Eisler (each for the Goldman Sachs in Russia 
presentation only). 


Mr. Btankfein chaired the meeting and Mr. Rogers acted as Secretary of the 

meeting. 



On motion drily made and seconded, the following resolutions were unanimously 

adopted: 
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Footnote Exhibits - Page 2381 


The Board reconvened its meeting at approximately 1:15 p.m., St. Petersburg 
time, on June 28, 2008, 

Mr. Blanlcfein called the meeting to order and presented his oral CEO report. A 
discussion followed. 

The Board then adjourned the meeting until the following day. 


The Board reconvened its meeting at 9:00 a.m., St. Petersburg time, on June 29, 

2008. 

Mr. Blankfein called the meeting to order with each of the Directors and Messrs, 
Evans, Sherarood, Rogers, Palm, Viniar and O'Neill in attendance. Mr. O'Neill was asked to 
lead a strategy review, materials for which were distributed to the Directors in advance of the 
meeting, A discussion followed. 

Mr. Blankfein then asked the Directors to give consideration to the draft minutes 
of the meetings of the Board held on April 9-10, 2008, copies of which had been distributed to 
the Directors in advance of the meeting. On motion duly made and seconded, the draft minutes 
were unanimously approved as presented, 

Messrs. LIddy, Johnson and Bryan then indicated that oral reports regarding the 
meetings of the Audit, Compensation and Corporate Governance and Nominating Committees 
held earlier were unnecessary considering all Directors had been present at such meetings. 

Mr. Rogers then addressed the approval of certain Board and committee meeting 
dates, material for which had been distributed to the Directors in advance of the meeting. A 
discussion followed. 

Mr. Palm next gave an update on regulatory and legal matters. Mr. Palm 
directed the Board's attention to the materials that had been distributed In advance of the 
meeting. A discussion followed. 

Mr. Palm then discussed the approval of removals from and an appointment to 
offices of the Corporation, material for which had been distributed to the Directors in advance of 
the meeting. A brief discussion followed. 

On motion duly made and seconded, the following resolutions were unanimously 

adopted: 


Approval of Board and Committee Meeting Dates 

RESOLVED, that meetings of this Board of Directors and the Committees of the 
Board originally scheduled to take place on Thursday, March 26, 2009 & Friday, March 27, 2009 
shall take place on Tuesday, April 7, 2009 & Wednesday, April 8, 2009, 
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RESOLVED, that regular meetings of this Board of Directors and the Committees 
Of the Board shall take place on the following dates: 

Thursday, January 21, 2010 & Friday, January 22, 2010 

Thursday, April 1, 2010 & Friday, April 2, 2010 

Thursday, June 17, 2010 - Monday, June 21, 2010 

Thursday, September 30, 2010 & Friday, October 1, 2010 

Thursday, November 18, 2010 & Friday, November 19, 2010 




RESOLVED, that the specific times and locations of the foregoing meetings and 
of any additional meetings of the Board or of Committees of the Board shall be set forth in a 
notice to the Directors from the Chairman of the Board, Chief Executive Officer or a President, 
or, in the case of a Committee meeting, any of the foregoing persons or the Committee Chair, in 
each case with such notice to be provided a reasonable time prior to the meeting. 


Approval of Removals from and Aopolnttnent to Offices of the Corporation 



There being no further business, upon motion duly made, seconded and 
unanimously adopted, the meeting thereupon was adjourned. 
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Confidential Treatment Reonested bv Goldman Sachs 

LB l(a)(U)&(iii): Please provide tbe purchase or trade date for each asset and its 
original face vahie. 

In response to the Staff’s follow-up question, Goldman Sachs encloses a 
spreadsheet (bearing production number GS MBS 0000087069) providing (i) the original face 
value and (ii) the purchase or trade date, for each asset referenced in GS MBS 0000027961 . 


Supplemental Response Received From 
Goldman Sachs 
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CopMential Treatment Requested bv Goldmap Sachs 

LB l(b)(ii): In the provided spreadsheet, please explain the “1” notations under the 
S&P and Moody’s columns. 

The transactions identified in Question I (b)(ii) posed to Mr. Blankfein were rated by 
either Moody’s or S&P. The “1” notation in the “moody” and “sp” columns in GS MBS 
0000038828 identifies whether Moody's or S&P provided a rating. The actual ratings provided 
by Moody’s or S&P are identified in the columns titled “moody Rating” or “sp Rating.” 


Supplemental Response Received From 
Goldman Sachs 


Confidential Treatment Requested by Goldman Sachs 


GS MBS 0000087086 . 


PSI_QFR_GS02i9 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00214 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



211 


ATT9^ffMI^-Ta3i e 2469 


GOLDMAN SACHS/LLOYD BLANKFEIN 
RESPONSES TO SUPPLEMENTAL QUESTIONS FOR THE RECORD 

PSI_QFR_GS0220 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm00215 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



212 


VerDate Nov 24 2008 



09:58 May 19, 2011 Jkt066051 PO 00000 Frm00216 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




213 



VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm00217 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




214 


ATTOefBWiRMyati e 2472 


GOLDMAN SACHS/LLOYD BLANKFEEV 
RESPONSES TO SUPPLEMENTAL QUESTIONS FOR THE RECORD 

PSLQFR_GS0223 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00218 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 






217 






218 



VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00222 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


PSLQFR_GS0227 



219 



VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00223 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


SZZOSO’adD ISd 




220 



VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00224 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


6ZS0SD ddO tSd 




221 


Footnote Exhibits - Page 2479 


Confidential Treatment Requested by Goldman Sachs 


LB l(b)(iii)&(iv): Wbat is the appropriate method Tor calculating the sale price of each 
secnrity? Were any securities repurchased by Goldman Sachs? If so, at what price? 

The sale price for the securities issued in connection with the CDO transactions 
identified in Questions i(b)(iii) & (iv) posed to Mr, Blankfein were contractually agreed to by 
the purchaser and the seller. 

In response to the Staffs follow-up question, Goldman Sachs encloses a 
spreadsheet (bearing production number GS MBS 0000087064) identifying securities issued 
by the identified CDOs that were repurchased by Goldman Sachs in the ordinary course of 
business at fair value. 
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CONFIDEinUU. TREATMENT REQUESTED BY GOLDMAN SAOS 


I Exhibits - 


CUSiP 

Buy/SeS 

Ort^nsU Face 

Bond Name 

G03e2AG2 

Buy 

1390X00 

ANDY 0701 DREjSS 

111898AC5 

Buy 

5X00X00 

CAMBER 7 A2 144A 

13189BM33 

Buy 

7X00.000 

CAMSER7A3144A 

G17754A07 

Buy 

30.000X00 

CMISERTAIREGS 

Gir754A07 

8uy 

8,218,000 

CAMBER 7 A3 REGS 

G17754A£5 

Buy 

sxooxoo 

CAMBER 7 8 REGS 

347203AC5 

Buy 

1X00X00 

FORTD 0701 A2A 144A 

G4e429AA7 

Buy 

5X00X00 

HL^MZOSl INCOME NOT 

4418ePAA4 

Buy 

10,000X00 

HU0M2061 INCOME NOT 

4438ePAA4 

Buy 

1,000,000 

HUDMZ061 INCOME NOT 

44336aAA9 

Buy 

1.740X00 

HUDM2 061 S 144A 

443%PAM 

Buy 

500,000 

HUDM206} IW;OMENOT 

44386NAA9 

Buy 

2300.000 

KUDMZ 062 INCOME NOT 

443B6NAA9 

Buy 

3,000,000 

HtniMZ 062 INOOME NOT 

443S6QAA2 

Buy 

4,»»,000 

HUDM2062Si44A 

44386NACS 

Buy 

2X00X00 

HUDM2 062 C 144A 

44386NA;^ 

Buy 

8X00,000 

KUDMZ 062 INCOME NOT 

4438eQAC8 

Buy 

11,000,000 

KUOMZ062A2144A 

G71503M7 

Buy 

7300X00 

PTPIS 0701 DREGS 

7305»4Aa 

Buy 

10,000,000 

rrPl50701A2144A 

G71»}3AA7 

Buy 

15,000,000 

PTPiSOTOlDREGS 

73Q594AES 

Buy 

2,000,000 

PTPIS 0701 C144A 

88714PACX 

Buy 

75,000.000 

TWOLF0701A1B144A 

88714PAC0 

Buy 

125X00.000 

TWOlFOTOt Aia 144A 

BS714PMI8 

Buy 

1MXOO.OOO 

TVtfOLF 0701 AlC 144A 


Rrtn Trade 

<M» 11/30/2007 

5.00 1/18/2003 
1/18/2008 

5.00 U/21/2007 

0.00 9/18/2008 

5D0 12/21/2007 

10.00 11/1/2007 

8500 9/28/2007 

5.00 9/6/K)07 

2.50 10/9/2007 

15.00 8/26/2008 

0.00 12/29/2008 

95.00 2/21/2007 

^SO 10/9/2007 

100X0 5/16/2008 

0.W 8/17/2009 

0X0 8/17/2009 

0X5 5/18/2010 

81.72 4/19/2007 

9L90 4/26/2007 

10.00 7/24/2007 

0X0 7/2/2008 

96.00 8/19/2007 

96.00 6/19/2007 

90.00 6/19/2007 


Settle Date 
12/5/2007 
1/24/2008 
1/24/2008 
12/26/2007 
9/24/2008 
12/26/2007 
11/^007 
4/4^007 
9/11/2007 
10/12/2007 
8/29/»)08 
12/31/2008 
2/26/2007 
10/12/2007 
5/19/2008 
8/20/2009 
8/20/2009 
5/21/2010 
4/23/2007 
5/1/2007 
7/24/2007 
7/8/2008 
6/19/2007 
6/19/2007 
6/19/2007 



Mailner Bridge Invs 
Greywoff Capital Par 
Epinii Capita! M^nt 
Trust Co ol die West 
Trust Co of the West 



BASIS CAPrrAl FUNDS 


Bear Stearns Auet M 
Bear Stearns Asset M 
Bear Steams Asset M 
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Subcommittee on investigations 


CU«I» 

BuySell 

OrtgFace Currface Bond Name 

0O25SBAA5 

Buy 

12,500.000.00 

12,500,000X30 4B4Cl»(36BA13444 

Q025SBAA5 


15,000^.00 

- ABACUS 068 43 1444 

00255BAA5 

Buy 

7,500,000.00 

7,500,000.00 ABACUS0&SAtl44A 

0025SBA83 

Buy 

3,000,000.00 

3,000,000.00 ABACUS 068 42 1444 

002558/^3 

Buy 

8,000,000^ 

• >^ACUS068 A2144A 

0D255TAA6 

Buy 

80,000,000.00 

«),OOOX300.00 ABMaxS051Al}44A 

002561AF5 

Buy 

135,000,000.00 

135.000.000X30 ABACUS 06HC51 AMSS 1 

002563AA2 

Buy 

10.500,000.00 

10,500,0(30X30 ABACUS 06NS1 H 1444 

002563480 

Buy 

4,625,000^ 

4,625X300X30 484075 06^51X1444 

00^63AC8 

Buy 

5,0(9,000.00 

5X300.000.00 A8ACUS06NS1X144A 

00256FAA5 

Buy 

62,000,000.00 

62X300X300X30 ABACUS (SS 41 1444 

00256FAAS 

Buy 

42,000,000.00 

42XXIO,OOCXIO 484035055411444 

00256GAA3 

Buy 

3,000,000.00 

3,000, 00O.(X3 

i^ACUS 05441 14U 

002566443 

Buy 

22.000,000.00 

22.000,000.00 ABACUS 0S4 41 1444. 

00256GAA3 

Buy 

25,000.000.00 

25,000,000.00 

ABACUS 054 41 1444 

002566443 

Buy 

120,000,000X30 

12O,Q0O.000X}0 ABACUS (»4 41 1444 

002S664A3 

Buy 

50,000, 0004)0 

SO,(3OO,O0OX» ABACUS 054 41 1444 

002566481 

Buy 

7,000,000.00 

7,000,000.00 

ABACUS 054 42 1444 

002566481 

Buy 

7,0(X3,OOOX» 

7,000,000X30 

ABACUS 054 42 1444 

002S6GAB1 

Buy 

7,000,000X30 

7,000.000.00 

ABACUS 054 42 1444 

00250480 

Buy 

10,000, 0(».00 

10,000.000.00 ABACUS 053 8 1444 

002SeU^ 

Buy 

20,000,000.00 

20.000,000.00 

ABACUS 053 B 1444 

0O2S6yiBO 

Buy ■ 

21,000,000.00 

21,000,0004)0 

ABACUS 053 B 1444 

002S6UB0 

Buy 

60,000,(300.00 

60 ,ooo.aoQ.n 

AaAaXS(»3«144A 

00256NAA8 

Buy 

6.000.000X30 

6,000,000.00 

4840)5053 61444 

0O2S6NAO2 

Buy 

25,000.000.00 

25,000,000.00 

ABACUS 0530 144A 

00256NAEO 

Buy 

10,000,000.00 

10X)00, 000.00 

ABACUS 0S3 0 $82 144 

00256PAC9 

Buy 

15.500,000.00 

15,500,000.00 

ABACUS 054 C144A 

00256VACS 

Buy 

10,000.000.00 

10,000,000.00 

ABACUS 05Cei B 1444 

002S6WAB6 

Buy 

250,000X30 

250.000.00 

ABACUS OSCeiF 1444 

00256WAB6 

Buy 

1,356.500.00 

1,356,500.00 

ABACUS (»CB1 F 1444 

002573441 

Buy 

15,000.000.00 

15,000,000 00 

ABACUS 06NS1 A 1444 

002578AC6 

Buy 

15,000,000X30 

15,000,000X30 

ABACUS 0617 S 1444 

0025?8ACe 

Buy 

5,000,000.00 

5,000.000.00 

ABACUS 0617 8 1444 

00257BA62 

Buy 

10, 0204)00.00 

10,020,000.00 

ABACUS 0617 0 1444 

00257S4J1 

Buy 

12.780,000.00 

12,780,000.00 

ABACUS 0617 H 1444 

00;^?8AK8 

Buy 

3,000,000.00 

3,000, ooaoo 

ABACUS 0617)1444 

0025784X8 

Buy 

8.760.000.00 

8.760, ooaoo 

ABACUS 0617) 1444 

002578416 

Buy 

9,48O,(X».O0 

9,480,000,00 

ABACUS 0617 K 1444 

002579AA8 

Buy 

6,000.000.00 

6,000X00X30 ABACUS 0617 11444 

002579AB6 

Buy 

4,500,000.00 

4.500.000X)0 

ABACUS 0617 M 144A 

W2S79AC4 

Buy 

3,000,000.00 

3,000,000X10 

ABACUS 0617 N 144A 

O02579AO2 

Buy 

1.500,000.00 

1.500,000.00 

ABACUS 0617 0144A 

002S79AE0 

Buy 

750,0aox)0 

750,000.00 

ABACUS 0617 P 144A 

D02579M7 

Buy 

7S0,()(X).00 

750,000.00 ABACUS 0617 Q 1444 

002579AG5 

Buy 

6.000,000.00 

6.000,000.00 

ABACUS 0617 FL 144A 

0025744/^ 

Buy 

3,326,008.00 

3,326,008.00 

ABACUS 0610 A 144A 

002S7AAA5 

Buy 

406,552.00 

406,552.00 ABACUS 0610 A 1444 

00257AA4S 

Buy 

15,000,000.00 

15,000,000.00 

ABACUS0610A144A 

O0257AAC1 

Buy 

6,000.000.00 

6,(3(30,<300.00 

ABACUS 0610 CIMA 

002574AC1 

Buy 

1,000,000.00 

1,000,000.00 

ABACUS 0610C144A 

002S7AAC1 

Buy 

5,000,000.00 

5,000,000.00 

ABACUS 0610 C144A 

002S7AA09 

Buy 

4,000,000.00 

4,000,(30(3.m 

4840)5061001444 

002574462 

Buy 

4,500,000.00 

4,500,000.(30 

ABACUS 0610G144A 

00257AA62 

Buy 

3,562,M)0.00 

3.562400X30 

ABACUS 0610G 144A 

00257A4H0 

Buy . 

5,000,000.00 

5,000,000.00 

ABACUS 0610 H144A 

00257AW<0 

Buy 

1,500,000X10 

1,500,000.00 

ABACUS 061OH144A 

0O257AAH0 

Buy 

3,4OO,00O.W 

3,400,000.00 

ABACUS 0610 H144A 

002S74AH0 

Buy 

9,062,500.00 

9,062,500.00 

ABACUS 0610H144A 

002S7B4A3 

Buy 

15,000,000.00 


ABACUS 0612 A1 144A 

00257CAA1 

Buy 

5,380,000.00 

5.360X300X30 

ABACUS 06101 144A 

002S7CM1 

Buy 

3.020,000.00 

3,020,000.00 

ABACUS 061011444 

002S7CAA1 

Buy 

600,000.00 

600,000,(30 

ABACUS 0610L144A 

00257CAC7 

Buy 

15,000,000.00 

15,000,000.00 

ABACUS 0610 M144A 

002S7HA£2 

Buy 

4,000,000.00 

4,000X0000 

ABACUS 06136144A 

002S7HAF9 

Buy 

3.925,000-00 

3,925,000.00 

ABACUS 0613 F 144A 

00257HAF9 

Buy 

1,000.000.00 

1,0(30,(3(30X10 

ABACUS 0613 F 144A 

00257HAf9 
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3,925,000.00 

3,925,000X30 

A8ACU50613Fia4A 
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ABACUS 07^1 BU^ACK 

Footnote Exhibits - Page 2483 

CUSIP BuySell OrIgFace Currface Bond Name TradeDate SettleOate Counteparty 

0D256YAA4 Buy 20,000,000-00 - ABACUS OTAQ A2 144A 2/24/ZOlO 3/1/2010 Bank of America NA - 

00256YAA4 Buy 20,000,000.00 - ABACUS 07ACI A2 144A 3/24/2010 3/29/2010 Stone Tower Debt Adv 
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Footnote Exhibits - Page 2485 


Redacted By The 
Permanent Subcommittee 
on Investigations 
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Footnote Exhibits - Page 2486 


Confidential Treatment Requested bv Goldman Sachs 

LB l(b)(iv); For the data provided in GS MBS 000003910S, wbat was the reference 
entity for each trade? What is the difference between “Mtg Default Swap” and “Mtg 
Synth CDO”? 

In response to the Staffs follow-up question, Goldman Sachs encloses a spreadsheet 
(bearing production number GS MBS 000008760) identifying the reference obligation 
underlying each of the credit default swaps. “Mtg Default Swap” and “Mtg Synth CDO” 
identified in the column titled "Security Type” distinguish the method used in processing the 
trade booking. “Mtg Default Swap” tends to include single name credit default swap trades. 
“Mtg Synth CDO” tends to include trades with multiple underliers. 


Supplemental Response Received From 
Goldman Sachs 


Confidentisl Trcamtent GS MBS 0000087062 

Requested Goidman Sachs 
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Footnote Exhibits - Page 2490 


Confidential Treatment Reouested bv Goldmap Sachs 

LB 2(f): Wfay were there no Mortgage Capital Committee memos for Hudson 
Mezzanine 2006-1 and Hudson Mezzanine 2006-2? What evidence suggests that Hudson 
Mezzanine 2006-1 was approved through an informal meeting? Who was involved in 
that informal meeting? Do any of the participants have documents that memorialize the 
decision? Who would have been responsible for presenting the deal in an informal 
setting? Was it necessary to get approval to review Hudson Mezzanine 2006-1 
informally, rather than through the Mortgage Capital Committee? If so, please provide. 
Would an informal review of a CDO be in violation of Goldman Sachs policy? Why or 
why not? Were these CDOs discussed at any other regular meetings, such as the 
Firmwide Capital Committee or Firmwide Risk Committee? If so, please provide the 
complete records of these meetings. 

The governance oversight for the origination and distribution of Mortgage CDO 
transactions was developed in the broader context of Goldman Sachs’ origination and 
distribution practices during 2006-2007. This included standard business unit and business 
division approvals, review and approval of the underwriting role by the Firmwide Capita! 
Committee or the Mortgage Capital Committee (a sub-committee of the Firmwide Capital 
Committee), and receipt of other transactional approvals and/or reviews by the relevant 
control areas and any appropriate committees. Firm policy allowed for committee meeting 
approval (“formal approval”) and non-committee meeting approval (“informal approval”) of 
the underwriting role. CDO transactions were also discussed at the Firmwide Risk 
Comrnittee. Firmwide Risk Committee minutes discussing the Hudson transactions (therein 
referred to as the “CDO with indicies,” “synthetic ABX CDO” and “ABX CDO”) were 
previously produced to you bearing production numbers GS MBS 000004472-79 and 
GS MBS 000004484-85. 

We have confirmed that Hudson Mezzanine Funding 2006-1 was approved by the 
co-chairs of the Mortgage Capital Committee (Dan Sparks and Jonathan Sobel). Goldman 
Sachs to date has not located any records memorializing approval of Hudson Mezzanine 
Funding 2006-1. 


Supplemental Response Received From 
Goldman Sachs 


Confidentiai Treabnent Requested GS MBS 0000087075 

by Goldman Sachs 
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Goldman Sacbs »• 


From: 

Sent: 

To; 

Cc: 

Subject: 


Fredman, Sheara {Fin) (Shv. 

Wednesday, August 04, 2010 4:40 PM 
Goshom, Daniel (HSGAC) 

Smith, Sarah [Fin]; lee, Brian-J (FI Controllers) [Fin]; Simpson, Michael (Fin); Broeckel, Janet 

[Legal]; Michaels, Susan {FmJ 

Re; Responses to PS! supplemental questions 


Dan - the details you outlined below is consistent with what we discussed although with one clarification. The Point 
Pieasent COO is still outstending alfi^ough all of the collateral was. in June of 2008, essentially liquidated. 

The Realized Loss on Liquidation for the Timberwolf CDO arose frOTi liquidation of assets once the CDO went into 
default. A third party broker was responsible for liquidating the collateral securities via auction. We do not have the details 
of what price the assets were sold. However, we do know the shortfall we incurred on i^e o’edit de^uit s^A^p protection 
purchases from the CDO. 

Please let us know if you have additional questions. 

Sheara 


From: Goshom, Daniel (HSGAC) <DanieUGoshorn@hsgac.senate.gov> 

To: Fredman, Sheara [Rn] 

Cc: Smith, Sarah [Flnj; Lee, BrianO (R Controllers) [Rn]; Simpson, Michael [Rn); Broeckel, Janet [Legal); Michaels, 

Susan [Fin] 

Sent; Wed Aug 04 10:51:01 2010 

Subject: RE; Responses to PSI supplemental questions 

Hi Sheara, 

Thank you for the follow up. I have a question on the collateral securities spreadsheet. Under the 'TWolf' tab, what 
does the "Realized Loss on Broker Liquidation" line refer to? The other liquidated CDOs do not appear to have this. 

Also, there are still two additiortal items from our phone call last week Td like confirmation on. First Is the date on which 
each of the CDOs became inactive. I had the following in my notes: 


Anderson Mezzanine 
Camber 7 ' 

Fort Denison 
Hudson Mezz 1 
Hudson Mezz 2 
Point Pleasant 
Timberwolf 


Still Active 
Still Active 

Inactive September 2008 
Inactive December 2008 
Still Active 
Inactive June 2008 
Inactive June 2008 


Would you please confirm the accuracy of these dates, and provide the exact month/day/year if that information is 
available? 


Also, my notes state that Goldman Sachs experienced a gross gain on Hudson Mezzanine 2006-1 of $1,697 biliion offset 
by a loss of $1,393 billion on the ABX index. For Hudson Mezzanine 2006-2, Goldman Sachs experienced a gain of $391 
million, offset by a loss of $391 million on the ABX index. Would you please confirm these numbers? 


Thanks, 


1 
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Dan 


Footnote Exhibits - Page 2493 


OanM Goshom 
Counsel 


U^. Senate Permanent Subwmmittee ' 
199 ftusseQ Senate Office Sullifing 
Wartting ton, O-C 2 0S10 

202-224-9505 • Main 


Imnestigations 


* Redacted by the Permanent 

Subcommittee on Investigations 


From; Fredman, Sheare [Rn] [mai}to:Sheara.Frednian@gs.oom] 

Sent; Monday, August 02, 2010 7:40 PM 
To; Goshom, Oanlet (HSGAC) 

Cc; Smith, Sarah [Rn]; Lee, BnanO (R DwtroJIers) [Rn]; Smpson, Michael [Rn]; Fredman, Sheara [Rn]; Broedkel, lanet 
[Legap; Michaels, Susan [Fin] 

Subj^ Responses to PSI supplemental questions 

Dan, 

As requested last week, attached is a spreadsheet detailing losses incurred on the price risk that Goldman Sachs has on the collateral 
securities within the requested COOs. To the extent the bond was liquidated from the CDO, we calculated the loss based upon the 
price the firm valued the security when the security was acquired. To the extent the collateral securities are still held in the COO, we 
included the unrealized loss the firm has recorded to date. 


Additionally, you asked us to describe how the firm calculated net revenues earned from the credit default swap protection 
purchases on the Hudson Mezzanine Funding 2006-1 and 2006-2 transactions. As you are aware, the ABX Index was introduced on 
January 19, 2006. In the following months, the firm, in its capacity as a market maker, sold protection on the ABX Index to hedge 
funds, dealers and other market participants. This resuited in a multhblilion dollar long ABX position for the firm, in an effort to 
reduce that exposure, Goldman Sachs sponsored the Hudson Mezzanine Funding 2006-1 and 2006-2 transactions. Therefore, when 
calculating net revenues on the credit default swap protection purchases, we included the gains earned from the credit default 
swaps with the CDO as well as the tosses incurred on the long ABX positions that motivated the Hudson Mezzanine 2006-1 and 2006- 
2 transactions. 


Please note the following: 

The Irtformatlon requested by the Subcommittee includes confidential internal documents and proprietary business records that 
Goldman Sachs does not make available to the gerieral public. Goldman Sachs is producing these documents pursuant to Senate 
Rule XXVI and formally requests that these materials be treated as confidential business records. Accordingly, should you wish to 
publicly release any of these documents, Goldman Sachs respectfully requests reasonable notice of your intent to do so and the 
opportunity to object to such a release. 

Goldman Sachs used various technology and manual resources to generate some of the documents for production to you in 
response to your Requests. While Goldman Sachs believes that these documents are reasonably accurate, we cannot make an 
absolute representation that it is complete or that there are not some inadvertent errors in the preparation of the spreadsheet. We 
will provide further updates or corrections if we discover missing information or errors. 


Please confirm receipt. 
Regards, 

Sheara 
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Goldmsn, Sachs & Co. 

200 West Street | New Yortc. New Yorti t02S2 


e-mail; 


Shears Fredman 

Managti^ Director Coidinaii 

Finance OMsion Sachs 


Footnote Exhibits - Page 2494 



This message may contain information that is confidential or proprietary. If you are not the intended recipient, please advise the sendw 
immediately and delete this message and any att^hments. Follow this link for fuller information on ctmfrdentiality and the risia 
inhcnsnt in electronic communication: http://wvtTV.gs.com/di5claim«yemaiy 
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Footnote Exhibits - Page 2496 


Confidential Treatment Requested bv Goldman Sachi 

LB l(b)(v): Wily did Goldman receive no noderwriting fees for Timberwolf, Anderson and 
Point Pleasant? What was the warehouse carry for each deal? What were the put fees 
collected (both total dollar amount and basis points)? 

In lieu of an underwriting fee, Goldman Sachs retained equity positions in the 
Timberwolf . Anderson Mezzanine and Point Pleasant CDOs. In response to the Staffs follow- 
up questions, Goldman Sachs encloses a spreadsheet (bearing production number GS MBS 
0000087072) identifying the warehouse carry and put fees collected for each deal. 


Supplemental Response Received From 
Goldman Sachs 


Confidential Treatment GS MBS 0000087071 

Requested by Goldman Sachs 
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Footnote Exhibits - Page 2497 


Confidential Treatmeol Reanested bv Goldman Sachs 

Does tbe ioforniatioD in GS MBS 000008707Z now incorporate all profit and losses for each 
of tbe seven deals? If there are any other sources of revenue or losses for Goldman Sachs 
(e.g., Liquidation Agent fees, collateral Disposal Agent fees) could you please break those 
out as well. 


Goldman Sachs attaches a spreadsheet (bearing production number GS MBS 
0000087090) updating the information the firm previously provided in GS MBS 0000087072. 
The attached spreadsheet provides information on “warehouse synthetic premiums” and updates 
the information that Goldman Sachs previously produced on “losses incurred on retained 
inventory.” During Goldman Sachs' review of the information provided in GS MBS 
0000087072, the firm determined that the information provided in the “losses incurred on 
retained inventory” column inadvertently omitted losses on retained positions that were issued 
pursuant to SEC Regulation S (as opposed to SEC Regulation 144). Goldman Sachs has 
corrected this inadvertent mistake in the attached spreadsheet and is aware of no other sources of 
revenue that should be included in the spreadsheet. 


Supplemental Response Received From 


Goldman Sachs 


Confidential Treatment 
Requested by Goldman Sachs 


GS MBS 0000087091 
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Footnote Exhibits - Page 2499 


Confidential Treatment Requested bv Goldman Sachs 

Question 1: First, are the liquidation agent fees iuclnded in the nnderwriting fees section? 
(This question applies for Anderson as well.) If so, could yon please break out the revenue 
for each CDO? 

The Liquidation Agent Fees for Hudson Mezzanine 2006- 1 and Hudson Mezzanine 2006-2 
were not included in the previously provided spreadsheet (bearing production number GS MBS 
0000087090). The amount Goldman, Sachs & Co. received was approximately S3.1 million for Hudson 
Mezzanine 2006- 1 , $0.5M for Hudson Mezzanine 2006-2 and $0.2 million for Anderson. 

Question 2: Second, it is our understanding that in order to reference the underlying 
single-names in the ABX index for Hudson Mezz 1 and 2, dedicated accounts were created 
for each CDO that were long ABX and short the corresponding single-name assets. It is 
also our understanding that these accounts had a net positive carry for the SPG desk. If 
you could please provide P&L information for each of these accounts in order to round out 
the CDO F&L data, we would appreciate iL 

The account that maintained the long ABX position offset by a short position of the 
constituents of the ABX index earned approximately $1.2 million for Hudson Mezzanine 2006-1 
and approximately $0.6 million for Hudson Mezzanine 2006-2. 


Supplemental Response Received From 
Goldman Sachs 


Confidential Treatment GS MBS 0000087372 
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!. introduction 


Goldman Sachs communicates with its customers (including private individuals, institutions 
and other broker/dealers), counterparties, and the general public in many ways. The integrity 
of these communications is essential to the firm's reputation and success. Therefore, with 
this manual, the firm is setting forth its policies regarding the preparation, supenrision, 
distribution and retention of all written and electronic communications relating to our 
business. 

For the purposes of these policies, "communication’ is defined very broadly. It includes any 
and all written or electronic communication — from formal recommendations to casual 
opinions and thoughts relating to our business. It includes words, diagrams, pictures, 
graphs, and images. And it does not matter whether these be conveyed by note, letter, 
prospectus, advertisement, e-mail, television or radio broadcast, or any other means or 
media. Although these policies do not specifically cover oral communications, the same 
content guidelines apply to oral communications. 

The policies stated in this memorandum outline the firm's expectations and requirements 
with respect to communications with the public relating to any business of the firm. Individual 
divisions or business units may establish policies that supplement or supercede parts of the 
policies outlined here. In addition, the section entitled "Firm Expectations of Empioyee 
Conduct in the firm's Employee Handbook contains standards and guidelines that apply to 
the communications covered here. 

Therefore, this manual must be read and Implemented in conjunction w'lth the 
applicable Divisional Compliance policies and the requirements of the Employee 
Handbook. You are responsible to know the additional requirements of the Handbook 
and those of your division and business unit 

Business units and Divisional Compliance will be responsible for communicating the 
contents of these policies and any related divisional or regional policies by distributing them 
to all appropriate personnel, by distributing any periodic updates or revisions to them, and 
through both new employee and on-going training programs. 

While business units and Divisional Compliance are responsible for communicating 
policies, it is the responsibility of each individual to understand the nrles of the firm and of 
the businesses in which s/he works. Failure to comply with the policies may result in 
disciplinary action, Including potential separation horn the film. 

As with any compliance issues, the most important thing is that you be aware of your 
responsibilities and seek clarification and help it you have any questions. If you have any 
questions about the application or interpretation of these standards and requirements or 
about possible exceptions to them, speak with your Divisional Compliance officers, to 
Central Compliance or the Legal Department. 
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H. Categorization of Communications 


While these policies apply to all written and electronic communication, there are three 
categories of communications for which there are specific rules. These categories are 
advertisements, sales literature, and sales correspondence. There are two types of 
content that merit special attention, as well. These are research and recommendations. 
These categories of communication and types of content are defined below. 


A. Categories of Communication 


Advertisements 

An advertisement is any written or electronic communication relating to the firm's securities 
business that is made publicly available in such a way that the individual recipients are not 
known to and cannot be limited by the firm. In other words, the firm does not have control 
over who receives, sees, or hears an advertisement. 

An advertisement may include material published or designed for use in a newspaper, 
magazine or other periodical, radio, television, telephone or tape recording, on a generally 
accessible website or in or on another publicly available medium. 

Advertisements must conform to standards established by Corporate Communications and 
must be approved before use (as described later in this manual). 


Sales Literature 

Sales literature is any written or electronic communication relating to the firm's securities 
business that is sent or made available to multiple public recipients who are known or 
directly targeted by the firm. 

Sales literahire may include, but is not limited to, cireuiars, research reports (including most 
of the publications of the firm's Investment Research Department), market letters, 
performance reports or summaries, and form letters. Sales literature also includes the 
written text of any communication delivered orally to a broad audience, such as a 
telemarketing script or a seminar text and material posted on passwordijrotected websites 
available to clients. 

The key characteristic of sales literature is that it is addressed to multiple recipients 
specifically targeted by the firm. 

As is the case with advertisements, sales literature must be approved before use (as 
desCTibed later in this manual). 
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Sales Correspondence 

Sales correspondence is any written or electronic communication (other than that dassried 
as advertising or sale literature) ttiat is sent or made available to a current or prospective 
customer by a salesperson involved in the fimi’s securities business or by a person who is 
soliciting fee-based investment advisory or management services. 

The key characteristic of sales conespondence is that it is directed to a specific redpient. It 
may or may not need to be approved prior to use. 


B. Research and Recommendations 


Sales literature and sales correspondence may include a recommendation to a customer 
and, in certain contexts, may constitute research. Recommendations and research each 
has its own approval process, and research requires spedalized legends, which are 
discussed later in this manual. For the purposes of this manual: 

■ Research is an analysis of individual companies, industries, market conditions, or 
securities or other investment vehicles that provides information reasonably sufficient 
upon which to base an investment dedsion. While reports prepared by one of the fimi's 
investment research departments generally fall into the category of research, materials 
prepared by other personnel also may constitute research under applicable regulations. 
Research does not include publicly available information, consensus data, or data 
attributable to management of the company being discussed. 

B A recommendation to a customer is the promotion or endorsement of a transaction 
involving a security. 

Note that there are significant restrictions on including any research or recommendations In 
marketing materials for asset management services. Consult Divisional Compliance 
policies for further guidance. 


C. General Communication 


As stated above, although these particular categories and types of communication require 
special attention, except where otherwise noted, this manual covers all written or electronic 
communication with the public relating to any business of the firm. 
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III. 

Conlent Standards j 

A. 

General Standards 


No matter what you are communicating to the public, your words reflect on the reputation of 
the firm. Furthermore, the firm can be held accountable for what you communicate. The firm, 
therefore, requires that your communication reflect the high standards of the firm, not only in 
what you say, but also in the way you say it. 

The following ate general standards and requirements that the firm expects all of its 
employees to understand and follow in all of their communications. 


Truthfulness and Completeness 

Communications may not omit material facts or include untrue or misleading statements. 
Keep in mind that the level of detail or explanation necessary to make a communication 
clear, accurate, and understandable will depend, in part, on the breadth and sophistication of 
the intended audience and the complexity of the subject matter. For example, 
communicating complicated material or the lack of financial sophistication of the recipient 
will often wamant a more detailed presentation. 


Professionalism and Good Taste 

■ All communications should be professional and in good taste. Of course, your 
communications should never contain obscene, offensive, or otherwise inappropriate, 
unprofessional, or unlawful language. Remember, that you do not control and you 
cannot always predict who the reader will be. 

■ Write using standard, formal written language. Pay attention to proper grammar and 
accurate word usage. 

■ Avoid superlatives and exaggerations. 

■ Communicate succinctly. Stay strictly to the topic of your communication. Do not include 
any gratuitous comments, 

■ Remember, your business communications become part of the official records of the 
firm. Regulators and other third parties may have access to these communications in the 
case of dispute, litigation, or criminal action. 


Records of Past Performance 

Any communication that portrays past perfomiance of recommendations or actual 
transactions must be balanced and not misleading. In particular 
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■ Past performance may not be used to promise or suggest, directly or indirectly, future 

profits or income, nor may it be presented as indicative of future performance. 

■ Records or statistics must; 

D disclose the existence of any relevant costs (e.g., commissions and interest charges, 
if applicable). 

□ be clearly defined as to scope (i.e., the universe of securities or transaction types 
covered) and context. 

c cover at least the most recent 12-month period, if available. 

■ Whenever annualized rates of return are used: 

r- All material assumptions used in the process of annualization must be disclosed. 

r The date and price of each initial recommendation or transactton and the date and 
price at the earlier of when liquidation was suggested or effected must be included. 

! . Summaries or averages may be presented so long as they include the total number 
of items recommended or transacted, the number that advanced and declined, and 
an offer to provide the complete record upon request. 

Finally, the communication should include an indication of general market conditions during 
the relevant period (e.g., the performance of the S&P 500). Any such comparison should be 
reasonable. 

Note that there are special requirements for showing past perfonnance of mutual funds and 
separate account composites, and tor certain other investments (e.g., options). Consult 
Divisional Compliance policies for further guidance. 


Speculating on Litigation Results 

Do not speculate on or predict the outcome of any litigation involving the issuer of a security. 
Guarantees 

Do not make any guarantee of profit or against loss, or offer any promise of specific results. 
Projections and Predictions 

Communications may include projections and predictions (including forecasts of financial 
performance), but those projections and predictions must; 
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■ Be based on reasonable assumpfions. 

■ Be clearly labeled as opinion. 

■ Include a description of the assumptions and information upon which projections and 
predictions are based or indicate that the underlying assumptions and information are 
available upon request. 

Hypotheticals that look backwards in time and recalculate performance based on stated 
assumptions are not necessarily subject to the same standard of reasonableness as 
fonivani-looking projections or predictions. This is because with backward-looking 
projections evidence of what actually occurred is always available for consideration. The 
availability of actual data limits the danger of acting on an unreasonable assumption. 
Forward-looking projections, on the other hand, require more care. 

Note that significantly stricter standards apply to the use of forward-looking or backward- 
looking projections in connection with asset management senrices. Consult Divisional 
Compliance policies for further guidance. 


Balance of Risks and Potential Rewards 

Any discussion of the merits of a potential investment should be balanced with a discussion 
of its risks. The discussion must also provide enough information to allow the recipient to 
understand the full nature of the investment and of its potential risks and rewards. 


Suitability of Investments 

Communications may not state or imply that any particular investment is suitable for all 
investors. 

Subject to othenrvise applicable firm policies on suitability and requirements to “know your 
customer," communications may state that an investment is suitable for a particular 
customer or class of similarly-situated customers. 


Rumors 

Communications may not circulate or encourage dissemination of unsubstantiated rumors. 
Therefore, it is the policy of the firm to make no comment on romors whatsoever, even to 
deny rumors you believe to be untroe. 


Dating Communications 

All communications should be appropriately dated. Any significant information that is more 
than six months old or othemvise is not reasonably current must be noted. 
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Identifying Sources 

All communications should include the firm's name and, when appropriate, the name of the 
person who prepared the communication. 


Disclosure of Client Names and Positions 

Names of clients of the firm and their assets, objectives, and positions are 
confidential and may not be disclosed outside of the firm, or to anyone within the firm 
without a “need to know". Despite this general rule, the name of a client may be 
disclosed with the client's consent, if permitted by applicable Divisional Compliance 
policies. 


B. Providing Customers with Valuations of Their Positions 


Because valuations of positions can be used for a variety of reasons {risk management, 
accounting, as the basis of trading decisions, margining, etc.) it is imperative that valuations 
are carefully prepared and that both the valuations themselves and the basis on which they 
have been calculated are communicated clearly and completely. 

Check individual divisional policies for requirements as to the form and content of valuations 
and as to any disclosure statements (hedge clauses) that may be required to be used. 


C. Third Party Material and Testimonials 


Attribution of Sources 

Using outside sources without attribution is plagiarism. Plagiarism is a serious breach of the 

firm's standards and exposes the firm to significant legal and reputational risk. Therefore: 

■ All material — whether words, graphs, charts, analyses, or other matter taken from 
outside sources, and whether directly quoted or simply referred to — must bo properly 
attributed. This includes paraphrases and summaries of discussions. 

■ Attribution may appear in footnotes or in the text. 

■ The attribution must be specific. Generic phrases such as "experts claim" or "market 
sources agree" are not sufficient or acceptable. 
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■ Any market letter or research report prepared by an outside organization must identify 
the preparer and not give the impression that it was prepared by Goldman Sachs. See 
divisional policies regarding the use of such third-party material. 


Testimonials 

A testimonial is a quotation from a customer or outside expert expressing support tor a 
Goldman Sachs product or activity. Any testimonial must be accompanied by a disclaimer, 
the substance of which Includes the following; 

■ That the testimonial may not be representative of the experience of other customers. 

■ That the testimonial is not indicative of future performance or success. 

■ That it is a paid testimonial (if more than a nominal sum was paid for the testimonial). 

■ That the person making the testimonial has the knowrledge and expenence to form a 
valid opinion (if the testimonial concerns a technical aspect of investing). 

■ That the person making the testirrronial has a relationship with the firm (if such a 
relationship exists). 

If a testimonial is used in an advertisement, the Corporate Communications Department 
must also be consulted. Testimonials are prohibited in any communication related to 
asset management services. 


D. Copyright Issues 


Using published material from sources outside of the firm, with or without attribution, may 
constitute a copyright infringement. Copyright rules differ from situation to situation and from 
jurisdiction to Jurisdiction. 

Note that copyright rules are not restricted to printed material. They extend to material 
published in other media, including the Internet 

You should consult the section entitled 'Copyrighted Materials' in the Employee Handbook. 
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E. Recommendations of SecurtUes Transactions by Securities Salespeople' 


Suitability of Recommendations Made to Customers 

Prior to recommending that a customer purchase, sell or exchange any security, 
salespeople must have reasonable grounds for believing that the recommendation is 
suitable for that particular customer upon the basis of the facts disclosed by the customer as 
to his/her other security holdings, investment objectives and financial situation. 


Know the Security Being Recommended 

The suitability concept also requires a salesperson to have an adequate and reasonable 
basis for his/her recommendation of a particular security. This requires familiarity with the 
characteristics (including potential risks and rewards) of the security being recommended. 
Therefore, salespeople must “know their security", as well as their customer. 


Determining Whether a Recommendation Is Made 

A broad range of circumstances may cause a transaction to be considered recommended, 
and this determination does not depend on the classification of the transaction by divisional 
policies as "solicited” or "unsolicited." In particular, a transaction will be considered to be 
recommended when a representative of the firm brings a specific security to the attention of 
a particular customer (or group of customers) through any means, including telephone, mail, 
e-mail or tax. 


Trade Ideas 

Firm employees frequently provide so-called "trade ideas' to multiple recipients. Such trade 
ideas are designed to help clients take advantage of market conditions and intelligence, but 
are not intended to be specific buy/sell recommendations for specific clients or customers. 
Characteristics of trade ideas frequently include; 

■ Market situations to watch closely. 

■ “If/then" suggestions, such as: "If your position is X, consider taking advantage of Y"; "if a 
security begins to do A, consider taking action B." 

■ Delivery to multiple recipients, rather than to specific clients. 

■ Suggestions about a range of actions rather than a specific transaction. 


* Note that the requirements of this section apply to securities brokerage {inducting discretionary brokerage) 
accounts. For advisory account requirements, consult Divisional Complianca policies. 
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■ Common distribution via e-mail. 

Such trade ideas are not considered to fall within the definition of a recommendation. 


Seeking Additional Guidance 

In sum, whether a particular transaction is in fact recommended depends on an analysis of 
all the relevant facte and circumstances. Therefore, employees are letjuired to be familiar 
with divisional policies on recommendations and suitability, and are encouraged to consult 
their Divisional Compliance personnel or the Legal Department for assistance in answering 
any questions. 


F. Recommendations Contained in Research Reports' 


When a recommendation to a customer is made in advertisements or sales literature 
(including the firm's published research), the martcet price of the security at the time of the 
recommendation must be indicated and the following information must be disclosed: 

■ Whether the firm makes a market in the security or will buy or sell the security on a 
principal basis 

■ Whether the firm was a manager or co-manager of any public offering by the issuer 
within the past three years 

■ Whether the firm, its officers, or any personnel involved in preparing the communication 
may have positions in the securities or options of the issuer 

■ Whether the firm or any of its employees is a director of the issuer. 

The publication of all research reports must be approved by one of the firm's investment 
research departments, which will add any additional required disclosures. 


G. Restricted Trading List Securities 


Sales conespondence may not include discussion of, nor may a salesperson recommend 
transactions in, any security on the fimi's Restricted Trading List without the prior approval 
of the Central Compliance Control Room, 

Asset management personnel should refer to their Divisional Compliance policies which, in 
some instances, may differ from the foregoing. 

■ Note that the requirements of this section apply to securiSes brokerage (including discretionary brokerage) 
accounts. For advisory account requirements, consult Divisional Compliance policies. 
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H. Hedge Clauses 


The proper hedge dauses must accompany all advertisements and sales literature. The 
hedge clauses may not be misleading or inconsistent with the content of the communication. 

The required hedge clauses vary based upon product, country, recipient and a number of 
other factors. Therefore, contact Divisional Compliance to detemnine the proper hedge 
clauses to use on any material sent to third parties on behalf of the fimn. 


I. Intemal-Use-Onty Documents 


No written or electronic communication marked (or customarily handled as) “for internal use 
only” or “for broker use only“ may be distributed, in whole or in part, to anyone outside of the 
fitin. This includes e-mail and material on the internal website. 

If a particular business unit determines that material originally prepared for internal or 
broker-only use becomes appropriate for dissemination to the public, any internal use 
designation must be removed and all appropriate approval procedures and standards 
governing outside written communications, as detailed In this document, must be satisfied. 


J. Distributing "To All" Memoranda 


To Air memos, whether distributed by memo, e-mail or other means, must be approved as 
described in the section entitled “Firmwide Memoranda’ in the Employee Handbook. 


K. Dissemination of Information Concerning The Goldman Sachs Group, Inc. 


The NYSE prohibits any recommendation or solicitation with respect to the common stock of 
The Goldman Sachs Group, Inc. Accordingly, only the Investor Relations or Corporate 
Communications Departments are authorized to make any comments regarding The 
Goldman Sachs Group, Inc. 


L. Registered, Publicly-Offered Securities (other than GSAM Mutual Funds) 


The U.S. securities laws impose severe restrictions on the distribution of any written 
materials in the United States by participants in a U.S. registered public offering (including 
both IPOs and follow-on offerings) in connection with such offering other than the most 
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recent "red herring" prospectus and, after the offering is priced, the final prospectus. It has 
always been the firm's policy to adhere strictly to these requirements. In addition, it is the 
firm’s policy to apply these requirements in a variety of other circumstances. 

These restrictions are as follows: 

■ No written materials may be distributed outside the fimi in the United States in 
connection with any U.S. registered public offering (both IPOs and follow-on offerings) 
other than the “red herring' prospectus and, after pricing of the offering, the final 
prospectus. This includes e-mails (including responses to clients' e-mails to us), faxes, 
and any other method of written communication. For example, neither the sales 
memorandum for the offering nor any portion thereof (nor any summary thereoft may be 
distributed outside the firm. In addition, only the entire ‘red herring" or final prospectus 
may be distributed; empioyees must not distribute selected pages from a prospectus, 
nor highlight or draw attention to selected portions of the prospectus. These restrictions 
continue in effect for the first 25 days after the pricing of a U.S. registered IPO. 

■ It is firm policy, in connection with U. S. registered public offerings, to observe the 
foregoing restrictions with respect to the distribution of written materials outside the U. S. 

■ It is also firm policy to observe the foregoing restrictions with respect to the distribution of 
written materials, both inside and outside the U. S., in connection with Reguiation S and 
Rule 144A offerings. 

Any exceptions to the first of the foregoing restrictions must be approved by the 
Legal Department or a senior meniber of the Special Execution Group. Any 
exceptions to the second or third of the foregoing restrictions must be approved by a 
member of the Commitments Committee In consultation with a senior member of the 
Special Execution Group. 
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IV. Reviews and Approvals 


A. General 


Responsibility for obtaining reviews 

In general, the employee preparing and sending a communication is responsible for 
obtaining any necessary approvals and for following ttie appropriate procedures for retention 
and review. 


Documents previously approved 

In certain instances, divisional policies may designate certain material sent to specified 
recipients as "pre-approved", in which case the pre-approved documents do not have to be 
re-approved each time they are sent. 

Any additional correspondence accompanying the approved documents, such as a cover 
letter or note, may have to be approved, depending on the substance contained in It. For 
instance, casual correspondence, thank you notes, confirmations or schedules tor meetings, 
invitations, and other correspondence that does not relate to business does not require 
approval. 


Reviewer’s Signature 

When approval is required, the reviewer must initial or sign and date the firm’s retained copy 
of any written communication (or, for certain business units, a ’Compliance Cover Sheef) to 
indicate and record his/her review and approval or maintain a comparable record. 

In cases where electronic correspondence requires approval, a record of the review and 
approval must be maintained. The nature of that record — an addition to the electronic file, a 
log file of reviews, a physical record on a hard copy, or other means — can be determined 
by the business unit. Whatever the nature of the record, it must clearly indicate the 
reviewer's approval and maintain a clear audit trail to the reviewed communication. 


Advertisements and Sales Literature 

In general, advertisements must be approved in advance by the Corporate Communications 
Department in order to assure compliance with firm-wide identity, branding, logo and other 
standards, in some divisions, this approval process may be handled by Divisional 
Compliance. In addition, advertisements related to the firm’s sales and trading of securities 
must be approved prior to first use or first availability by a registered principal in the relevant 
business unit. 
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All sales literature must also comply with firm-wide design and content standards 
established by Corporate Communications. In addition, sales literature related to the firm’s 
sales and trading of securities must be approved, prior to first use or availability, by a 
registered principal in the relevant business unit. 

For any options-related sales literature, the approving registered principal must be the 
Compliance Registered Options Principal (CROP) or the CROP’S designee. 

Research reports must be approved by a supervisory analyst prior to issuance. 


SRO Filing Requirements 

Certain product-specific sales literature and advertisements (e.g., certain investment 
company-related materials, CMO-related advertisements, and options-related educational 
materials) must be filed with an appropriate SRO (NASD, CBOE, etc.) at least 10 days prior 
to first use or first availability, Approvals must be sought from the appropriate registered 
principal or Corporate Communications early enough to meet the 10-day filing requirement. 


B. Review of Certain Outgoing Correspondence 


Outgoing conespondence with the public by registered representatives and associated 
persons involved in the sale of securities, whether in hard-copy, fax, e-mail or other 
electronic format, will be subject to review by a registered principal or his/her designee. 

Each division or business unit involved in the firni's broker/dealer business may approach 
the review of outgoing correspondence in one of two ways: 

■ Review all outgoing sales correspondence before it is sent; or 

■ Review a sample of outgoing sales correspondence after it is sent. 

Guidelines for developing a sampling program appear in the /Vppendix at the end of this 
manual. Check your Divisional Compliance policies for the procedures applicable to you. 

A copy of all such correspondence, no matter the medium in which it is delivered, must be 
retained in accordance with procedures established by the applicable division and must be 
readily available for review. The person who reviewed the correspondence must be easily 
ascertainable. Finally, the outgoing communications file will be subject to periodic review to 
assure compliance with these requirements. 

Compliance with the requirements of these policies will be a subject of discussion at annual 
or other periodic performance reviews and will be the subject of remedial action, if required. 
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Compliance with the requirements for review of communications (including appropriate 
monitoring, testing, and documenting of results and evaluation of effectiveness) are subject 
to annual Central Compliance review and will be included in the Management Controls 
Department's periodic audits. 


C. Review of Incoming Correspondence 


All incoming written and electronic correspondence from the public directed to registered 
representatives and associated persons involved in the sale of securities ate also subject to 
the firm's supenrision and review in accordance with divisional procedures. Except for 
written correspondence p.e., material in paper form) sent to registered representatives (all of 
which must be reviewed as described below), divisional policies may provide for either 
review of all such correspondence or a sample selected in substantially the same manner as 
outgoing correspondence. 


Review of Incoming Written Correspondence Sent to Sales Representatives 

In order to provide early notice of potential sales practice issues and customer complaints, 
and to help ensure proper handling of customer funds and securities, a registered principal 
or his/her designee will review all incoming written correspondence (i.e., conespondence in 
paper form) that is directed to registered representatives involved in the sale of securities. To 
facilitate this review: 

■ The conespondenoe will be opened by, or in the presence of, an authorized individual (a 
principal or his/her designee) to identify any possible complaints and to remove 
customer funds and securities. 

■ The individual reviewing the conespondence will, after the review Is completed, forward 
the material as appropriate for proper retention. 

■ Funds and securities will be fonrvarded to the personnel responsible for custody of funds 
and securities in the office in which the funds or securities were received. These items 
should be delivered by hand, if possible, or by an alternative delivery method approved 
by the firm's operations officials. 

■ Any correspondence containing a possible customer complaint must be handled as 
described in the following section. 

Correspondence that can be readily identified as regulatory bulletins, research or 
promotional material, advertising, periodicals, fund raising appeals or similar non-customer 
material need not be subject to this procedure. 
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Treatment of Customer Inquiries and Complaints 

As a matter of good business practice, it is the fimi's policy to handle and resolve any 
customer or client inquiry expeditiously, especially svhen it regards proper handling of 
business solicitations, transactions, and rxrstomer securities or funds. In addition, the Legal 
Department and Central Compliance will designate certain types of inquiries as “customer 
complaints," which require specific handling and regulatory reporting. 

To make sure that all inquiries and potential “customer complaints" are handled 
expeditiously and properly, both from the business and regulatory points of view, employees 
must observe the following procedure. 

Any employee who receives a written, electronic, or oral communication from a customer or 
any person acting on behalf of a customer alleging a grievance involving the solicitation or 
execution of any transaction or the disposition of securities or funds of that customer must 
report it to his or her supervisor immediately. A copy of the communication (unless it is oral) 
must be sent immediately to the supervisor. 

The supervisor will first determine whether the communication might be classified as a 
"customer complaint". If the supenrisor considers the communication to be a possible 
complaint, the supervisor will notify and forward copies of the communication to the Director 
of Central Compliance, the Legal Department and Divisional Compliance. 

The Legal Department or Central Compliance will determine whether the inquiry 
actually constitutes a "customer complaint” If It does. Central Compliance will be 
responsible for reporting the complaint as required by regulation. The Legal Department will 
coordinate the firm's response to the communication and advise the Central Compliance 
Department and Divisional Compliance of the resolution. 


Regulatory Inquiries and Litigation 

Any complaint, notice, subpoena, interrogatories or other document relating to a litigation 
matter, an arbitration proceeding, or a regulatory investigation should be fonrvarded 
immediately to the Legal Department. See the section entitled ‘Legal Matters' in the 
Employee Handbook. 


D. Handling of Sales Literature and Correspondence Off Firm Premises 


Written Material 

All sales literature and sales correspondence must be sent to and from the premises of the 
firm to facilitate proper supervision. 
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E-mail and FAX Communications 

All electronic communications, Including e-mail and fax traffic, concerning firm business that 
is to or from customers must be sent and received from or to a firm e-mail address or firm 
fax machine or from and to a firm-approved third-party computer system . 

Therefore: 

■ All e-mail traffic concerning firm business that is to and from the public must take place 
at the firm's premises or be routed through firm-provided, secure equipment. 

■ Faxes containing sales literature or sales correspondence must be sent from and to the 
premises of the firm. Personnel who are out of town on business should route faxes to 
the firm where they will be forwarded to the appropriate recipients. 

Additional policies concerning e-mail and other electronic communications ate contained in 
the Employee Handbook. 


Employees working from home offices 

All sales correspondence from or to employees working from home offices must be routed 
through regional offices for purposes of review, approval, distribution and retention. 

Employees working from home offices may not direct rxistomers to send correspondence to 
the home office. 

Employees may not send faxes containing sales literature or sales correspondence to 
customers or potential customers from home fax machines unless Divisional Compliance 
has approved such communication and established procedures for Its supervision and 
retention. 
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V. Retention 


A. Material Relating to Securities Business 


All written or electronic advertisements, sales literature, sales correspondence and other 
communications related to the Ann's broker/dealer business must be retained for a minimum 
period of three years, except that: 

■ CommunicaAons relating to commodities or futures or options on commodities or futures 
must be retained for a minimum of five years. 

■ Communications relating to customer complaints must be retained for eight years. 

■ Communications relaAng to asset management services must be retained for six years. 

Supervisors must retain evidence of supervisory reviews and approvals for the same 
periods. 


B. Other Material 


RetenSon of all other material will be In accordance with requirements established by 
individual divisions or business units. 
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VI. Other Issues 



The firm’s policies and procedures regarding written and electronic oommunlcations may be 
included in the firm's required annual compliance meeting and wilt othenMse be a part of the 
firm's continuing education program. 



The policies set forth above will be subject to periodic review by the firm’s Management 
Controls Department 
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Vii. Appendix 


Appendix 1. Guidelines for Sampling Correspondence 


Divisions or business units may set up a system of reviewing appropriate samples of 

outgoing sales conespondence after they have been distributed. 

If the division or business unit selects a sampling approach, regulations require that: 

■ Specific procedures must be designed and documented to provide reasonable 
supervision of each representative who conducts business with the public. 

■ The sampling techniques must be designed so that they can reasonably detect any 
potential violation of regulations under which the firm and its individual business units 
and divisions do business. Sampling levels must be set to provide statistically acceptable 
results. These levels must be determined in consultation virith technology experts, 
business people, and the Legal and Compliance Departments. They will be reviewed 
periodically to assure reasonable accuracy and effectiveness. 

In developing a sampling system, a number of additional factors should be taken into 

account: 

■ In determining the level of supervision appropriate for each sales representative, 
supervisors should consider the representative's overall complaint and disciplinary 
history, with particular emphasis on previous incidents involving communication with 
customers. 

B Samples should be designed to reflect the breadth of an individual's communications, 
but need not be strictly random; samples may be concentrated on, for example, very 
active periods of time or very complicated or sensitive transactions. 

■ Electronic communications must be covered by the sample. Therefore, a selection of e- 
mails (and other electronic communications, if any) must also be reviewed. Where e-mail 
systems automatically save copies of outgoing e-mails, procedures should be adopted 
for the periodic review of saved e-mail folders for each person subject to review. 

■ The selection of specific electronic communications to be reviewed may be made by an 
automated system that selects individual communications for review based on key words 
or phrases. 

■ Individual supervisors are generally in the best position to determine the transactions or 
activities most likely to give rise to deviations from firm policies or risk to customers. 
Input will be sought from line-of-business supervisors in setting sampling guidelines. 
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■ Reviews ate required to confirm the appropriateness of a representative's 
recommendations to customers. Therefore, sample selection criteria should assure that 
recommendations are included in the material reviewed for all representatives. 

■ Frequency of reviews should follow these guidelines: 

□ Each individual's correspondence must be sampled no less often than annually. 

o Supervisors may wish to review the coriespondence of junior employees (e.g., 
second- and third-year salespersons, certain lateral hires from other firms, etc.) more 
frequently than annually. 

□ For the least-experienced employees (e.g., new hires, recent graduates of training 
programs, etc.), supervisors may find it advisable to review all correspondence prior 
to use or distribution until a level of confidence is reached as to the individual's worX 
product. 

■ Records mus(.be kept of the reviews. 

■ Divisions, business units, or supervisors may choose to review material more frequently 
or to increase the size of any sample, 

■ In conjunction with the sampling program, a program of periodic training must be 
established to educate employees as to the regulatory requirements applicable to their 
communications. Records showing when programs were conducted and who attended 
or otherwise participated must be maintained and be available for audit. 


wepO2O10l.9 


21 

Confidential Treatment Appendix 

Requested by Goldman Sachs GS MBS 0000035821 

PSLQFR_GS0274 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 00269 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



266 



e2524 


GOLDMAN SACHS/LLOYD BLANKFEIN 
RESPONSES TO SUPPLEMENTAL QUESTIONS FOR THE RECORD 

PSI_QFR_GS0275 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00270 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



267 



VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00271 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


PSI_QFR_GS0276 



268 




VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 00272 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



269 



VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00273 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



270 


— p;;:;:;„SResponseRecelvea..u-. 

Goldman Sachs 


Footnote Exhibits - Page 2528 


Confidential Treatment Requested bv Goldmap Sachs 

LB 2(b): Please explain how the search terms ‘^collateral disposal agent" were selected. 
Please provide the relevant communications for Hudson Mezzanine Funding 2006'! and 
Timberwolf transactions. 

The term “collateral disposal agent” was selected as a search term because it is a 
unique term that would be distinct to U)e Abacus program. For the Hudson Mezzanine 
Funding 2006-! and Timberwolf transactions, we provided a response on July 8, 2010, which 
included the potential investors to whom the Syndicate desk marketed these transactions 
(bearing production number GS MBS 0000038771). 
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Confidential Treatment Requested bv Goldman Sachs 

LB 1(d); Please provide more explanation of the data provided. For example, bow do 
current face value and actual face value difiTer? Why do several securities have two 
“sell” tradra? What is the reason for the large differences in face value between the 
buy/sell values? 

The information provided in the “Otigfinal] face” and "Actual Face” columns in 
GS MBS 0000038831 should differ only in that the data in the “Actual Face” column 
identifies buys (as positive) and sells (as negative). Both columns provide information on the 
face value of the bonds at the time they were purchased for the respective CDO transactions 
identified in Question 1(d) posed to Mr. Blankfein. Accordingly, the Staff should focus on 
the "Actual Face column”; the “Orig[inal] face” column was inadvertently included. The 
“Current Face" column provides information on the face value of the bonds at the time the 
trade was executed. 

There are “two sell trades” for certain bonds because those trades were booked as 
two distinct sales into the respective CDO by the relevant Goldman Sachs desk. The face 
value and the buy and sell values for certain trades differ because Goldman Sachs did not sell 
to the respective CDO the entire amount it purchased in those trades. 


Supplemental Response Received From 
Goldman Sachs 
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GoshornjDan|el_|HSGACJ_ 


Supplemeotal Response Received From 

- Page 2532 


From: 

Sent: 

To: 

Cc: 

Subject: 

Attachments: 


Fredman, Sheara [FinJ {Sheara.rrwaniwi^a.winj 
Monday, August 02. 2010 7:40 PM 
Goshom, Daniel (HSGAC) 

Smith, Sarah {Flnj; Lee, Brian-J (FI Controllers) [Fin]; Simpson, Michael {Fin); Fredman, 
Sheara [FinJ; Broeckel, Janet (Legal]; Michaels, Susan [Fin] 

Responses to PSi supplemental queshons 
GS MBS 0000039108.XISX 


Dan, 

As requested last week, attached is a spreadsheet detailing losses Incurred on the price risk that Goldman Sachs has on the collateral 
securities within the requested COOs. To the extent the bond was liquidated from the CDO, we calculated the loss based upon the 
price the firm valued the security when the security was acquired. To the extent the collateral securities are still held in the CDO, we 
included the unrealized loss the firm has recorded to date. 


Additionally, you asked us to describe how the Tirm calculated net revenues earned from the credit default swap protection 
purchases on the Hudson Mezzanine Funding 2006-1 and 2006-2 transactions. As you are aware, the ABX index was introduced on 
January 19, 2006. In the following months, the firm, in its capa^ as a market maker, sold protection on the ABX index to hedge 
funds, dealers and other market participants. This resulted in a mufti-billion dollar long ABX position for the firm. In an effort to 
reduce that exposure, Goldman Sachs sponsored the Hudson Mezzanine Funding 2006-1 and 2006-2 transactions. Therefore, when 
calculating net revenues on the credit default swap protection purchases, we included the gains earned from the credit default 
swaps with the COO as well as the tosses incurred on the long ABX positions that motivated the Hudson Mezzanine 2006-1 and 2006- 
2 transactions. 


please note the f(^iowing: 

The information requested by the Subcommittee includes confidential internal documents and proprletafy business records that 
Goldman Sachs does not make available to the general public. Goldman Sachs is producing these documents pursuant to Senate 
Rule XXVl and formally requests that these materials be treated as confidential business records. Accordingly, should you wish to 
publicly release any of these documents, Goldman Sachs respectfully requests reasonable notice of your intent to do so and the 
opportunity to object to such a release. 

Goldman Sachs used various technology and manual resources to generate some of the documents for production to you in 
response to your Requests. While Goldman Sachs believes that these documents are reasonably accurate, we cannot make an 
absolute representation chat it is complete or that there are not some inadvertent errors in the preparation of the spreadsheet. We 
will provide further updates or corrections if we discover missing information or errors. 


Please confirm receipt. 
Regards, 

Sheara 


Goldman, Sachs & Co. . 

200 West SU«eI { New Yortt, Yodi 102S2 

e-mait; ihetra.fretmantaB.eoin 


Sheara Fredman 

Managing CXrector Goldman 

Finance Kvislon Sachs 


■■ " Redacted by the Permanent 

Subcommittee on investigations 
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This message may contain infonnation that is confidentiai or propriety, tf you are not the intended recipient, please advise the sender 
immediately and delete this message wd any attachments. Follow tfiis link for further information on confidentiality and die risks 
inherent in electronic communication: http://www.g 5 .com/di 5 claimer/e 1 nail/ 
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Anderson Mezzanine 





’Vi ' ■ 



71085PBX0 

PCHLt’2005-2 A3 

109, S89 

89.00 

12 

144531EV8 

CARR 2006-NCl A2 

3,694,657 

86.00 

517 

03072SF91 

AMSt 2005-R6 A2 

1,979,479 

85.00 

297 

3572gQAC2 

FHLT2006-B 2A2 

1,550.010 

85.00 

233 

14454AA85 

CARR 2006*FRE2 A2 

11,000,000 

84.00 

1,760 

35729VAB3 

FHIT 2006-D 2A1 

3,087,061 

79.00 

648 

3S729VAB3 

FHLT2006-D2A1 

1,706,088 

79.00 

358 

75156UAB3 

RAMP 2006-RZ2 A2 

6,500.000 

76.00 

1,560 

34957YAA5 

FORTS 2006-2A S 

2.162,158 

75.00 

541 

362375AA5 

GSAA 2006-10 AVI 

2,126,615 

68.50 

670 

23245CAC4 

CWL 2007-1 2A2 

7,012,742 

62.50 

2,630 

3622EBAAS 

GSAA 2007-4 A1 

17,087,744 

42.53 

9,820 

362334NA8 

GSAA 2006-7 AVI 

472,955 

92.56 

35 

3622EBAAe 

GSAA 2007-4 A1 

9,577,421 

41.06 

5,645 

59022QAD4 

MLMl 2006-HE5 A2C 

4,681,722 

23.60 

3,577 

59022QAD4 

MlMi 2006-HE5 A2C 

7,516,187 

23.75 

5,731 

362439AD3 

GSAMP 2006-HE4 A2C 

4,552,484 

38.00 

2,823 

66988RAC1 

NHEL 2006-6 A2B 

4,000,000 

49,10 

2,036 

61750FAE0 

MSAC 2006-HE6 A2C 

6,560.855 

26.00 

4,855 

362439AD3 

GSAMP 2006-HE4 A2C 

447,516 

38.00 

277 

55275TAC2 

MABS 2007-WMCl A3 

9,555.913 

33.13 

6,391 

55275TAC2 

MABS 2007-VyMCl A3 

3,124,034 

31.25 

2,148 

55275TAC2 

MABS 2007-WMCl A3 

1,537,565 

36.00 

984 

59022QAD4 

MlMI 2006-HE5 A2C 

309,205 

34.28 

203 

59022QAO4 

MLMI 2006-HE5 A2C 

618,249 

32.20 

419 

55275TAC2 

MABS 2007-WMCl A3 

1,897,579 

31.00 

1,309 

55275TAC2 

MABS 2007-WMCl A3 

462,753 

31.22 

318 

61750FAE0 

MSAC 2006-HE6 A2C 

356,980 

28.00 

257 

6175OFAE0 

MSAC 2006-HE6 A2C 

889,465 

32.00 

605 

643529AA8 

NCAMT 2006-AIT2 AVI 

2,161,033 

60.00 

864 

23245CAC4 

CWL 2007-1 2A2 

1,987.258 

56.50 

864 

17309UD7 

CMLTI 2006-HE2 A2C 

1,000,000 

38.00 

620 

3622EIAA4 

GSAA 2006-18 AVI 

4,843,815 

78.00 

1,066 

3622EBAA& 

GSAA 2007-4 A1 

6,121,578 

50.00 

3,061 


Total Realized 

63,134 

Total Unrealized 

59,000 


Total 
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Cusip 

Name 

Current Notlohal 

Liquidation Px : 

Loss<000s) : . 

12667HAB7 

CWl 0620 2A1 

38,164,999.66 

93.00 

2,671,549.98 

12667HAB7 

CWL0620 2A1 

14,902,164.01 

94.00 

894,129.84 

35729VAB3 

FHLT 060 2A1 

5,579,340.93 

90.00 

557.934.09 

44328AAB6 

HASC06HE12A1 

16,O75,(KJO.O0 

91.00 

1,446,750.00 

65537FAB7 

NHELi 06FM2 2A1 

39,456,000.00 

93.00 

2,761,920.00 

12&68PABS 

CWALTOSOAn lAlB 

15,617,805.00 

90.00 

1,561,780.50 

ACC54A2C5 

ACCR 054 A2C 

3,843,000.00 

92.00 

307,440.00 

GS05HE4B5 

GSAMP05HE4A2B 

3,625,000.00 

92.00 

290,000.00 

35729VA83 

FHLT 06D 2AX 

12,273,337.90 

91.75 

1,012,550.38 

643529AA8 

NCAMT06AIT2AV1 

10,697,700.27 

88.75 

1,203,431.28 

362257AA5 

GSAA 0617 Ai 

42,515,963.65 

87.75 

5,208,205.55 

23245FAB9 

CWAIT060C10 2A1 

24,155,000.10 

91.00 

2,173,950.01 

23245FAB9 

CWALT060C10 2A1 

22,468,892.40 

91.00 

2,022,200.32 

23245GAA9 

CWAIT06OC9 Al 

45,879,456.87 

91.00 

4,129,151.12 

362725AAI 

6SRPM062A1A 

7,305,719.18 

80.90 

1,395,392.36 

64352VJY8 

NCHET051A2C 

4,084,404.61 

82.90 

698,433.19 

362257AA5 

GSAA 0617 Al 

12,969,694.24 

85.40 

1,893,575.36 

144528AB2 

CARR 06NC3 A2 

6,007,715.00 

85.20 

889,141.82 

GSAA070S3 

GSAA 0705 lAVl 

6,776,913.60 

85.40 

989,429.39 

75156UAB3 

RAMP 06RZ2 A2 

12,762.028.00 

81.90 

2,309,927.07 

75156UAB3 

RAMP 06RZ2 A2 

736.467.00 

81.90 

133,300.53 

66988RAC1 

NHEl 066 A2B 

1,233,000.00 

77.90 

272,493.00 

3B22EIAA4 

GSAA 0618 AVI 

49,220,908.30 

85.40 

7,186,252.61 

23245GAA9 

CWALT06OC9A1 

8,058.272.61 

50.00 

4,029,136.30 

12669HAA7 

CW107QH1A1 

10,347,299.07 

71.20 

2,980,022.13 

144539AC7 

CARR 06NC5 A3 

7,472,244.00 

85.15 

1,109,628.23 

144539AC7 

CARR 06NC5 A3 

1,861,756.00 

85.15 

276,470.77 

66988RAC1 

NHEl 066 A28 

31,767,000.00 

77.40 

7,179,342.00 

64352VQR5 

NCHET061A2B 

9,508,945.46 

71.90 

2,672,013.67 

12670BAA7 

CW107S2 Al 

2,692,081.81 

82.00 

484,574.73 

7S156UA83 

RAMP 06RZ2 A2 

1,505.00 

80.77 

289.41 

12669HAA7 

CWL 07QH1A1 

1,328,084.00 

79.77 

268,671.39 

X2670BAA7 

CWL07S2A1 

3,073,839.46 

87.15 

395,142.06 

23245PAC5 

CWALT060A22A3 

13,179,949.75 

49.00 

6,721,774.37 

GSAA6S1A9 

GSAA 06S1IA1 

1,643,022.00 

9.00 

1,495,150.02 

23245PAC5 

CWAIT060A22A3 

5,465,922.00 

17.00 

4,536,715.26 

12668VAA7 

CWL 06S7 Al 

36,547,262.00 

42.00 

21,197,411.96 

36245CAC6 

GSAMP06S6A1C 

6,663,058.00 

7.00 

6,196,643.94 

36245CAC6 

GSAMP 06S6 AlC 

2,877,103.10 

8.00 

2,646,934.85 

36245CAC6 

GSAMP 06S6 AlC 

7,175,813.34 

8.75 

6,547,929.67 




Total Realized 

110.746,849 




Total 

110.746,849 
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Footnote Exhibits - Page 2536 

Hudson Mezzanine 06-Z 


Cusip Name 

Current Notional 

Liquidation Px 

Loss {000s)' 

362341QH5 65M05113A3 

202,115.56 

89.60 

21 

3622MDAB1 GSAMP07HE1 A2A 

10,125,213.42 

82.75 

1,747 

12668BRE5 CWALTOSOC2 2A1 

1,882,609.32 

83.87 

304 

36234iNX3 GSAA05113A3 

440,613.60 

89.60 

46 

004375EH0 ACCR054 A2C 

507.435.19 

85.00 

88 

3622ELAA4 G5AA 06-18 AVI 

6,458,420.60 

78.00 

1,421 

3622EQAA3 GSAA 2007-1 lAl 

4,894,245.27 

52.00 

2,349 

3622EQAA3 GSAA 0701 lAl 

1.173,486.00 

37.00 

739 

3622EBAA6 GSAA 2007-4 A1 

5,294,464.83 

47.06 

2,803 

3622MHAC0 GSAMP 2007-FM2 A2B 

4,032,705.00 

26.25 

2,974 

3622MDAC9 GSAMP 07HE1 A2B 

9,442,548.00 

26.00 

6,987 

3622MDAC9 GSAMP 2007-HEl A2B 

12,162,942.00 

31.50 

8,332 

3622MDAC9 GSAMP 2007-HEl A2B 

6,586.808.00 

36.50 

4,183 

3624STAC9 GSAMP 2006-fM3 A2B 

5,814.801.00 

27.00 

4,245 

36245TAC9 GSAMP 2006-FM3 A2B 

8,129,683.94 

34.13 

5,355 

40431KAB6 HALO 2007-WFl A2 

8,374,000.00 

32.53 

5,650 

36245TAC9 GSAMP 2007-FM2 A2B 

746,621.00 

30.28 

522 

3622MDAC9 GSAMP 2007-HEl A2B 

7,780,482.00 

67.00 

2,568 

3622MDAC9 GSAMP 2007-HEl A2B 

3,506,730.00 

60.16 

1,397 

3622MHAC0 GSAMP 2007-FM2 A2B 

2.630,710.00 

32.53 

1,775 

3622MHAC0 GSAMP 2007-FM2 A2B 

4,395,073.00 

34.88 

2,862 

32029GAC8 FFML 2007-FF2 A2B 

3,741.887.00 

38.53 

2,300 

32029GAC8 FFML 2007-FF2 A2B 

3,385,687.00 

39.03 

2,064 

32029GAC8 FFML 2007-FF2 A2B 

3,846,472.00 

38.50 

2,366 

32029GAC8 FFML 2007-FF2 A2 B 

825,954.00 

41.00 

487 

3622MHAC0 GSAMP 2007-FM2 A2B 

1,273,296.00 

34.00 

840 

3622MHAC0 GSAMP 2007-FM2 A2B 

1,464,645.00 

38.50 

901 

3622MHACO GSAMP 2007-FM2 A2B 

2.148.575.00 

37.02 

1,353 


Total Realized 

66,679 

Total Unrealized 

42,000 


Total 


108,679 
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Footnote Exhibits - Page 2537 

Camber 7 


Cusip,. ’ ’ Name . 

Current Notional 

Liquidation Px . 

loss (OOOs) ■ 

04544QAD9 A8SHE06HE7A4 

10,699,493 

39.10 

6,516 

04544QAD9 ABSHE06HE7A4 

8,741,583 

42.25 

5.048 

04544QA09 ABSHE06HE7A4 

553.B47 

42.25 

320 

03072SP33 AMSt05R9A2B 

5,670,422 

66.00 

1,985 

040104TE8 ARSI 06W4 A2B 

13.920.141 

89.50 

1,462 

05530MAA7 BCAP06AA2A1 

28,999,055 

32.00 

19,719 

073855AA6 BSABS 07FS1 lAl 

33,750,477 

76.75 

7,847 

14454AAC3 CARR06FRE2 A3 

1,869,952 

43.24 

1,061 

14454AAC3 CARR06FRE2A3 

5.720.S68 

44.25 

3.1B9 

144531EV8 CARR06NC1A2 

6.190.449 

82.75 

1,068 

17309QAC8 CMLT! 06WFH3 A3 

18,759.440 

46.50 

9,661 

17309QAC8 CMLH06WFH3A3 

11.240.560 

48.50 

5,789 

17311XAA3 CMLTl 07AMC2 A3A 

29.041.950 

76.25 

6,897 

l73iaXAA3 CMLTl 07AMC2 A3A 

12,089,364 

50.00 

6,045 

12666VAC5 CWL0617 2A2 

21,662,423 

52.50 

10,290 

12666VAC5 CW10617 2A2 

1.594,390 

65.00 

558 

12666VAC5 CWL0617 2A2 

11,204,652 

65.00 

3.922 

12666VAC5 CW10617 2A2 

1,660.941 

65.00 

581 

12666VAC5 CWL0617 2A2 

3,877.394 

65.00 

1,357 

23243WAC2 CWL0618 2A2 

6,791,568 

40.00 

4.075 

23243WAC2 CWt0618 2A2 

8,100,000 

47.00 

4,293 

23243WAC2 CW10618 2A2 

10,083.322 

49.00 

5,142 

23243WAC2 CW10618 2A2 

24,858 

51.75 

12 

12667LA88 CWL062: 2A1 

1,422,228 

88.00 

171 

12667LAB8 CW10621 2AI 

303.701 

83.00 

52 

12668YAA1 CWL06S10A1 

17,614,622 

65.75 

6,102 

12668NAB3 CWL072 2A1 

2,619,601 

78.00 

576 

3S729QAC2 FHLT 06B 2A2 

12,571,821 

85.00 

1,886 

31659YA80 FMIC0712A1 

5.485.129 

78,00 

1,207 

34528WAC5 FORDO 07BA2B 

3.500,033 

97.25 

96 

617538AA1 MSAC 07HE3 A2A 

9,634.392 

82.75 

1,662 

6S5374AA4 NAA07S1A1 

12,809.826 

7.00 

11,913 

68403FAB2 OOMIT074 2A1 

2,084,476 

78.25 

453 

73316NAA3 POPLR07AA1 

8.733.930 

78.00 

1,921 

86362QAA1 SASC07eEUAl 

1,027,305 

77.75 

229 

86362QAA1 SASC07GEL1A1 

16.010.654 

53.00 

7.525 


Total Realized 

140.630 

Total Unrealized 

196,000 

Total 

336,630 
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Footnote Exhibits - Page 2538 

Point Pleasant 


Casip ■ 

Name . 

.Current Notidnaf 

liquidation Px 

iossjqOOs) 

045416RJ3 

ABSHE 05HE4 A1 

1,659,154 

87 

216 

02150KAA7 

CWAIT070H1A1A 

8,145,746 

84 

1,303 

12668WAA5 

CW1074AXA 

7,379,638 

84 

1,181 

12669WAC0 

CWL078 2A1 

8,235,398 

84 

1,318 

36242D3U5 

GSAA056 A1 

1,226,789 

86 

172 

362341AM1 

GSAA 057 AVI 

849.097 

83 

144 

3622EBAA6 

GSAA 0704 A1 

28,472,785 

83 

4,840 

57645JAA7 

MABS 06HE3 A1 

7,274,054 

85 

1,091 

3622EC:AA4 

GSAA 0705 lAVl 

56,389,263 

88 

6,767 

030725F91 

AMSI 05R6 A2 

14,958,416 

88.5 

1,720 

144528A92 

CARR 06NC3 A2 

3,597,285 

84.5 

558 

362341QH5 

GSAA 0511 3A3 

5,702,895 

94 

342 

3622EBAA6 

GSAA 0704 A1 

28,938,438 

78.5 

6,222 

3622ECAA4 

GSAA 0705 lAVl 

30,804,270 

86.5 

4,159 

57643LGV2 

MABS 05WMC1 AS 

1.362,147 

87.5 

170 

04544NAD6 

ABSHE 06HE6 A4 

9,000,000 

67 

2,970 

02150KAB5 

CWALT07OH1 A2A 

11,175,213 

80 

2,235 

23242MAA9 

CWL 06S3 A1 

3,440,302 

57.5 

1,462 

126683AA9 

CWL06S5A1 

2,435,145 

57.5 

1,035 

126691AC4 

CWl 076 2A2 

12,000,000 

70.65 

3,522 

12669WAD8 

CWl 078 2A2 

3,694,000 

70.5 

1,090 

12670BAA7 

CWL 07S2 A1 

35,382,010 

62.75 

13,180 

32029GAC8 

FFML07FF2 A2B 

34,700,000 

59.75 

13,967 

3024SEAA6 

FFML 07FFBSS A 

36,447,017 

59.65 

14,706 

40051CAA5 

GSAA 0651 lAl 

692,972 

31.5 

475 

3622EAAXS 

GSAA 0703 lAlB 

9,003,915 

23 

6,933 

3E22EBAAS 

GSAA 0704 A1 

57,104,701 

71 

16,560 

3622EBAB4 

GSAA 0704 A2 

904,000 

42 

524 

362440AC3 

CSAMP07HE2 A2B 

13,347,000 

66.9 

4,418 




Total Realized 

113,279 


Total Unrealized 


Total 


113,279 
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Footnote Exhibits - Page 2539 

'nmbciwolf 


oisip . 

• Nanw 

^-C-uire^^^onal- ' . 

URuidettwiW - - -Los^odbs) . 


04541GIU3 

ABSHE 2MS41E4A1 

1,658.164 

87.00 

216 

0738SRANB 

BS/^S 2008-HE1021A1 

7,130,246 

96.00 

285 

07368RANS 

8SA8S 200&4tElD21 A1 

4.435.127 

95.00 

222 

144531CV0 

CARR 200&-NC3 A1C 

5,250.776 

97.00 

158 

t4453lCW 

CARR 200S-NC3 AlC 

3,144.706 

97.00 

94 

144531Dlt 

CW3R 2TO0-NC5A2 

6,662.715 

95.00 

434 

144S310Lt 

CARR 200S-NCSA2 

19,410,749 

95.00 

971 

144S4AABS 

CARR 200e>FRE2 A2 

4,867,365 

86.50 

660 

14454AABS 

CARR 200^FRE2A2 

Un, 010 

ezxn 

157 

144S3mBQ 

CARR 2006-NC4A2 

20.000,000 

86.00 

2.8X 

161571AF1 

CHArr200WV1 A1 

10.830,000 

99.63 

40 

22S4SRAA4 

C^C 200B-TF2AA1 

4,053,526 

97.00 

122 

OZVXMM 

CWW.T2007-OH1 A1A 

8.145.748 

84.00 

1,303 

1286eS/^ 

CWL200&-BCS2A1 

17.895.118 

98.00 

7X 

2324SCAC4 

CWL aM7.1 2A2 

2I»,659 

79.50 

42 

2324K:AC4 

CVtfl. »)07'1 2A2 

7.822,052 

88.00 

951 

12866UAE1 

CWL 2007-3 2A1 

15,530.778 

92.00 

1,242 

12666UAE1- 

CWL 2007-3 2A1 

3,224,955 

92.00 

258 

12W8UAE1 

CWL 2007-3 2A1 

23.197.763 

92.00 

1,866 

laeeswAAS 

CWL J»07-4 A1A 

7,379.6M 

84.00 

1,181 

12669WAC0 

CWL 2007-a 2A1 

8.235.398 

84.00 

1,318 

12B6rrA80 

CWL 2007-BC1 2A1 

11,079,094 

93.00 

776 

3S729QAC2 

FHLT 2TO8-B 2A2 

1,356,481 

86.50 

183 

35729QAC2 

FHLT2008-BZA2 

1,674,981 

86.50 

226 

35729VAB3 

FHLT«»6-D2A1 

10,127,378 

97.00 

304 

349S7YAA5 

FORTS 2000-2A S 

4,214.071 

80.00 

843 

3624203U5 

GSAA 200SBA1 

1,228,789 

86.x 

172 

362341AM1 

GSAA200S-7AV1 

648,097 

B3.X 

144 

36Z2ELAA4 

GSAA 2006-16 AVt 

5,353,894 

86.x 

750 

3622EtM4 

GSAA 2006-18 AVI 

4,960,302 

85.x 

744 

SSZZESAAB 

GSAA :R}07-4 A1 

4.039.698 

BS.X 

606 

3622EBAA9 

GSAA 2007-4 A1 

7,071,000 

es.x 

l.Xl 

3622E8AA8 

GSAA2<X)7-4A1 

14,492.792 

65.x 

2,174 

3622EBAA6 

GSAA 2007-4 A1 

9,667,026 

8S.X 

1.450 

3e22EeAA6 

GSAA 2007-4 A1 

2.929,073 

83.x 

498 

3522£fiAA6 

GSAA 21M7-4A1 

28,472,785 

83.x 

4,840 

3S22EBAA6 

GSAA 2007-4 A1 

504,946 

86.x 

71 

3622EBAAfi 

GSAA 2007-4 At 

1.248.821 

88.x 

IX 

382MU4B 

GSAMP 2005-WMC3 A2B 

1.000,000 

91.x 

X 

362334QF4 

GSRPM 2008-1 A2 

287,882 

97.x 

9 

362334QF4 1 

GSRPM 2006-1 A2 

821,572 

97.x 

19 

443060442 

HUI^ 2D86-2A S 

3,Sn,665 

76.x 

878 

452S70AA2 

OMSA 2007-2 1A1A 

17,742,243 

X.X 

1,774 

4S2S70AA2 

tMSA 2007-2 1A1A 

22,767,938 

87.66 

2,812 

4^26LE2S 

JPMAC2005OPT2A3 

803,286 

94.x 

48 

46e29L£J5 

JPMAC Ttra^-OPT? A3 

189,662 

94.x 

11 

S7645JAA7 

MASS 200&-HE3A1 

7,274,064 

85.x 

1,091 

55264TCC3 

MBNAS2003-A8A9 

12,660,000 

X.X 

63 

61749NAC1 

MSAC 2006-HE5 A2B 

11.280.000 

92.x 

902 

61749NAC1 

MSAC 2tKr64iE5 A28 

800.000 

92.x 

64 

ei749NAC1 

MSAC 2006-HE5 A2B 

18,602.237 

X.X 

1,680 

643S29AA8 

NCFWT ^JOBALT:! AVI 

4,384.451 

87.x 

570 

643529AA8 

NCAMT 2006ALT2 AVI 

2,760,088 

87.50 

345 

&4352ft4A8 

NCAMr2006-ALT2AV1 

2.760.C^ 

87.50 

345 

84353VLG4 

NCHET 2006-3 A2C 

7,719.440 

92.x 

618 

64352VNW7 

NCHET2006CA2B 

4,621.647 

97.x 

139 

6S12tPeTB 

OWNrr Ki05-5 A2a 

31,727,500 

97.x 

952 

710B5PBX0 

PCHLT 2006-2 A3 

5,751,535 

95X 

288 

76110WF35 

RASC2004-KSSA)I4 

1,799.872 

97.x 

54 

92976BHM 

WBWT20(»-m7AA1 

9,714.587 

93.00 

5X 


Reacted 43,439 

Realized toss on broker tlquldatton 1S2,330 

Tout a5,769 
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Fort Denison 

Cash deal - no collateral security losses incurred 


PSI_QFR_GS0297 




VerDate Nov 24 2008 


09:58 May 19, 2011 Jkt 066051 PO 00000 Frm 00286 


Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



Goshorn, Daniel (HSG>y 


Goldman Sachs 


ffiOtiUite Exhibits - Page 2541 


From: Fredman, Sheara (Fin] (Sheara.Ffedman@gs.comJ 

Sent: Thursday, December 02, 2010 6:^ PM 

To: Goshom, Daniel (HSGAC) 

Cc: Smith. Sarah (Fin]; tee. Brian-J (R Controllers) (Fin); Simpson, Michael (Fin); Broeckel, Janet 

(Legal): Michaels. Susan (Fin] 

Sublet: RE: Responses to PSI supplemental questions 

Attachments: GS MBS 00000B73&4.xt5X 


Dan - 

Attached please find a revised response to Question LB Id, which was previously submitted to the 
Subcommittee with a schedule bearing production number GS MBS 0000039108. As requested, Goldman 
Sachs has updated the previously produced schedule to Include re-investment trades done with Goldman 
Sachs that were executed subsequent to the issuance of the specified transactions. To the extent the re- 
investment trades were made at the direction of the portfolio advisor and executed with a party other than 
Goldman Sachs, these trades are not Included In the firm's books and records and therefore have not been 
included. 


Please note the following; 

The information requested by the Subcommittee includes confidential internal documents and proprietary business 
records that Goldman Sachs does not make available to the general public. Goldman Sachs is producing these 
documents pursuant to Senate Rule XXVt and formally requests that these materials be treated as confidential business 
records. Accordingly, should you wish to publicly release any of these documents, Goldman Sachs respectfully requests 
reasonable notice of your intent to do so and the opportunity to object to such a release. 

Goldman Sachs used various technology and manual resources to generate some of the documents for production to 
you in response to your Requests. While Goldman Sachs believes that these documents are reasonably accurate, we 
cannot make an absolute representation that it is complete or that there are not some Inadvertent errors In the 
preparation of the spreadsheet. We will provide further updates or corrections if we discover missing information or 
errors. 

Regards, 

Sheara 


From: Goshom, Daniel (HSGAC) [mailCo;Daniel_Goshom@hsgac.5enate.gov] 
Sent: Thursday, December 02, 2010 3:19 PM 
To: Fredman, Sheara [Fin] 

Subject: ?£'. Responses to PSI supplemental questions 
Hi Sheara, 

Any update on this? 

Thanks. 

Dan 
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From; Fredman, Sheara [Fin] [matlto;Sheara.Fredman@gs.cam] Footnote Exhibits - Page 2542 
Sent; Thursday, November 18, 2010 9;56 AM 
To; Gwhorn, Daniel (HSGAC) 

Cc; Broedcel, Janet [legal] 

Subject: RE; Responses to PSI supplemental questions 

Dan - GS MBS 0000039108 (attached) includes the collateral securities \which we incurred a loss on. I am 
checking about updating Id with the additional Information you have requested. 

S 


From: Goshom, Daniel (HSGAC) [mailto:DanteLGoshom@hsgac.senate.gov] 

Sent; Wednesday, November 17, 2010 1:26 PM 
To; Fredman, Sheara [Fin] 

Subject: RE: Responses to PSI supplemental questions 
Sheara- 

Thanks. Does the item provided with bates GS MBS 0000039108 (attached) include ail collateral 
securities associated with each deal? Would it be possible to update the response to Id to include all 
collateral securities associated with each CDO, including the face values, clients and trade dates like the 
current version? 

Thanks 

Dan 


From; Fredman, Sheara [Rn] [mailto;Sheara.Fredman@gs.com] 

Sent: Wednesday, November 17, 2010 1:18 PM 
To; Goshom, Daniel (HSGAC) 

Cc: Smith, Sarah [Pn); Lee, Brlan-3 (R Controlters) [Rn); Simpson, Michael [Rn]; Fredman, Sheara 
[Fin]; Broeckel, Janet [Legal] 

Subject: RE: Responses to PSI supplemental questions 

Dan - The schedule only includes the purchases and sales associated with the collateral securities in the 
deal upon Issuance of the deal, it does not include any collateral securities purchased with the cash 
received from the original collateral securities. 

Sheara 


From: Goshom, Daniel (HSGAC) [mailto:OanteLGoshom@hsgac.5enate,gov] 

Sent: Tuesday, November 16, 2010 5:59 PM 
To: Fredman, Sheara [Rn] 

Subject: RE: Responses to PSI supptemental questions 
Hi Sheara, 

Thanks for all your help with these responses. For the response to LBl(d), could you please 
confirm that the spreadsheet contains all securities purchases to coHateraIrre synthetic assets 
during the fife of each deal. It appears the list only goes through the closing date of each deal. 

Thanks, 

Dan 
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From; Fredman, Sheara [Hn] [maito:Sheara.Ft«lmaF®ptoole Exhibits - Page 2543 
Sent: Friday, September 10, 2010 6:00 PM 
To: Goshom, Daniel (HSGAC) 

Cc: Smith, Sarah [Fin]; Lee, Brlan-1 (H Controllers) [Rn]; Simpson, Michael [Rn]; Fredman, 
Sheara [Rn]; Bro^el, Janet [Legal]; Michaels, Susan [Fin] 

Subject: Responses to PSl supplemental quesfions 

Oan- 

Attached Is responses to the supplemental questions on LBlib){li) and LBl|d). Please let us know If you 
have any additional questions. 


Please note the following: 

The information requested by the Subcommittee includes confidential Interna! documents and 
proprietary business records that Goldman Sachs does not make available to the general public, Goldman 
Sachs is producing these documents pursuant to Senate Rule XXVI and formally requests that these 
materials be treated as confidential business records. Accordingly, should you wish to publicly release any 
of these documents, Goldman Sachs respectfully requests reasonable notice of your intent to do so and 
the opportunity to object to such a release. 

Goldman Sachs used various technology and manual resources to generate some of the documents for 
production to you in response to your Requests. While Goldman Sachs believes that these documents are 
reasonably accurate, we cannot make an absolute representation that It is complete or that there are not 
some inadvertent errors in the preparation of the spreadsheet. We will provide further updates or 
corrections if we discover missing information or errors. 

Regards, 

Sheara 


Goidman, Sacte & Co. 

ZOOWesI Strmi j NewYoriL, New York 102BZ 
Tei: (212} MM 
e-mail: sheara.frBjTnentSto.cow 

Sheara Fredman 

Managing Director Goldman 

Finance Division ^achs 


Redacted byihtPernamnl 

Subcun,n,irteeo,|„,nti;a,i,„| 


This message may contain infonnadon diat is confidential or proprietary. If you are not the intended 
recipient, pi^e advise the sender immediately and delete this message and any attachments. Follow this 
link for further bformation on confidentiality and the risks inherent in electronic communication; 
httD://www.Es.com/disclaiiner/einai[^ 
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Goldman Sachs 


Suy/Safi 

Cut^ 

BOftdNimi 

Oris fee* 

AoualFne CurreMFeee 

TrsdeSete 

Exhibits, - Page 

Bur 

S527FTAa 

»AABS07m4UA3 

48450^ 

48450400 

48450400 

2/12/2007 

2/27/2007 (■■i 

AndmonMes 

&eQ 

SSimAD 

MASSOTWMUAS 

22^,000 

P240040D) 

Z24004C0 

3/14/2M7 

3/20/2007 IN 

Andenon Mezz 

Bur 

55Q22QW* 

MIMIOBHES A2C 

40,000^X0 

40400400 

40400400 

9A1/20O6 

9/28/2006 ■■■■NBMHHI 

Ai^enon Mezz 

SeB 

SSOZZOMM 

MIMIOBHES A2C 

18,000^ 

(18^400} 

11400400 

3/14/2007 

3/20/2007 IN 

AftderMm Men 

B«^ 

SOZaAM 

CSAA 0618 AVI 

218^47^ 

218447400 

218447400 

12/14/2006 : 

U/W/2006 ALTA MTG NIMH 

Andenon Mezz 

SeB 

36Z2SIAM 

€SAA 0618 AVI 

15^,000 

(15,000400} 

13,U2.139 

3/14/2007 

3/W/2007 IN 

Andenon Mezz 


MSSZSAAB 

NCAMT06ALnAVl 

186461^ 

186,161400 

188,161400 

10/19/2006 

10/30/2006 ALTA MTCNIACa 

Anderun Mezz 

SeS 

B43S29AAB 

NCAMtOBALnAVt 

16.000^ 

(16400400) 

12426449 

3A4/2007 

3/20/2007 IN 

Andenon Meu 

Buy 

35729VAB3 

FHLT06D2A1 

75^.000 

75400400 

7540040D 

10/25/2006 

u/3/2006 (■■■■iMBi A 

Andenon Men 

SeB 

3S729VAB3 

FHIT06O2A1 

13400400 

(13.000400) 

11489454 

3/14/2007 

3/20/2007 IN 

Andenon Mezz 

Buy 

3«4S4AABS 

CAi»0&RE2A2 

23,754400 

23.7S4.000 

23,754400 

1/2S/2007 

^80/2007 ■■■■HBi 

Andenon Men 

Sett 

144S4AABS 

CAM0&KE2A2 

11.000400 

(11400,000) 

U4D040D 

3A4/2007 

3/20/2007 IN 

Andenon Men 

Buy 

126673MyS 

CWHtiOAOZA 

B4400400 

94400400 

20406.486 

3/8/2007 

3/U/2007 

Andmon Men 

SeD 

U6673MYS 

CWHaotQZA 

424004QO 

(42400,000) 

6.750424 

V14/2007 

3/20/2007 IN 

Andenon Men 

Buy 

2324SCAC4 

CW1071,2A2 

20400400 

20400400 

20400400 

1/29/2007 

2/9/2007 ■■■■■■ MHI 

Andenon Meu 

Sen- 

2324SCAC4 

CW1.0712A1 

9400400 

(9,000.000) 

9400400 

3/14/2007 

3/20/2007 IN 

Anderton Meu 

Buy 

66988BM1 

NHEL066A2B 

4S400,BQO 

45,000400 

45400400 

11/20/2006 

11/30/2006 

Andenon Meu 

SeB 

66S88ltACl 

NKa066A2B 

4400400 

(4.000400) 

4400400 

3/34/2007 

3/20/2007 IN 

Andenon Meu 

Buy 

3S729QAa 

FKIT068 2A2 

U,79S4O0 

U.79S400 

13.795400 

2/9/2007 

2/14/2007 ■■■■■■■Mi 

AndnunMeu 

SeO 

lS729QAa 

fHlTOaiZAZ 

2.000400 

(2400400) 

2400400 

3/14/2007 

3/20/2007 IN 

Andenon Meu 

Buy 

3622EAA02 

I»SAA07031A1B 

11.112,000 

IU124OO 

1U12400 

2/16/2C07 

2/23/2007 ALTA NTTG NIACQ 

Aoderwn Men 

Sell 

3622EAAD2 

SSAA07QS2A1B 

S4004X 

(5400400) 

S400400 

3/14/2007 

3/20/2007 LN 

Andenon Meu 

Buy 

35243BA&3 

CSAMP06HE4A2C 

10468.000 

10,368,000 

10468400 

3/9/2007 

3/14/2007 

Andenon Men 


362439A03 

6SAMP06HE4A2C 

5,000400 

(5,000400) 

5400400 

3/14/2007 

3/20/2007 LN 

Andyrwn Mezz 

Buy 

nOBSPEXO 

POIITOS2A3 

11422.000 

lU224aO 

11422400 

V12/2007 


Anderson Mezz 

^li 

Tussram 

PCKLT052A3 

5,000400 

(5,000400) 

5400400 

V14/2007 

3/3CV30O7 IM 

AnderwnMeu 

Buy 

400S2CAAS 

CSAA06S1IA1 

85424400 

79.747492 

79,747492 

2/27/2007 

V2/2007 

Andenon Men 

S«» 

40051CAjU 

6SAA06S1IA1 

46438,319 

(46418.319) 

43,471.640 

3/14/7007 

3/20/2007 LN 

Andenon Mezz 

Buy 

U4BMKAB1 

CBASS07SUA2 

148,222,000 

148422,000 

148,222400 

3/9/2007 

3/U/2007 ASS MTS JYN/ 

Andenon Men 

Sell 

U48MKAI] 

C8ASS07SUA2 

45400,000 

(45400400) 

45.000,000 

3/14/2007 

3/20/2007 LN 

Anderun Meu 

Buy 

MBSTTAAS 

FORTIUS US144A 

12.700400 

12.700,000 

32,700,000 

12/4/2006 

12/7/2006 COO 1 Nl AC/ 

Andenon Men 

Sell 

349S7rAAS 

FOimu$IIS144A 

S,US,13S 

(S.135.13S) 

5400.000 

3A6/2007 

3/20/2007 LN 

Andenon Mezz 

Buy 

44379l»Ar3 

MUDNC06S144A 

II.6SO4OO 

11.650.000 

iuso,ooo 

9/29/2006 

11/1/2006 CZIOINI AC/ 

Anderun Meu 

Sen 

44379PAf2 

HUONG 06S144A 

3,791402 

(3,791402) 

3.79U02 

3/16/2007 

3/20/2007 IN 

Anderun Men 

Buy 

44386QAA2 

HU>MZ062S144A 

7,900400 

7400.000 

7400.000 

2/6/2007 

2/8/2007 COOINIAC/ 

Anderun Meu 

SeB 

443B6QAA2 

HU0M2062S144A 

3.600400 

(3.600400) 

3.600400 

1/16/2007 

1/20/2007 LN 

Anderun Meu 

Buy 

6175WAW 

MSAC06HHA2C 

30.000400 

30400400 

30400400 

9/8/2006 

9/27/2006 ■■■■■■■ 

AndenonMeu 

SeB 

S17S0FAC0 

MSAC 06HC6A2C 

15400400 

(15.000400) 

15400400 

3/14/2007 

3/20/2007 IN 

Andenon Men 

Buy 

3S22EBAA6 

GSAA07MA1 

535474400 

535474.000 

535474400 

1/13/2007 

3/29/2007 ALT A MT6 NT ACCT 

MiderunMeu 

SeB 

3S22EBAAS 

GSAAOTOtAl 

SS4U400 

(55483400) 

55483400 

3/14/2007 

3/29/2007 IN 

Anderson Men 

Buy 

03d72$F92 

AMSI0SR8A3 

97406400 

34.4W.U7 

34.47D.U7 

3/23/2007 

3/28/2007 

Anderson Men 

SeD 

030725F91 

AMSiOSRSAZ 

14,200400 

(5410474) 

5430474 

3/28/2007 

4/2/2007 LN 

Andenon Meu 

Buy 

7S1SSUAB3 

RAMP06R22A2 

20,CO0,OOO 

20400,000 

20,000400 

4/IM/2007 

4/10/2007 

Andenon Meu 

SeB 

7S2S6UAB3 

RAMP 06RZ2A2 

6400400 

(6,500400) 

6400400 

4/30/2007 

5/2/2007 IN 

Andenon Meu 

Buy 

173CS1A07 

CMl.Tl06Hf2A2C 

1400,000 

1400.000 

1400.000 

1/U/20O7 

3/16/2007 |||g||p||||||g||gp^ 

Andenon Mezz 

SeB 

ITSWLAO? 

CMLTl 06HU A2C 

1,000,000 

(1400,000) 

1400.000 

6/1/2007 

6/S/20D7 CN 

Anderson Men 

Buy 

144S31tV8 

CARR0&NC1A2 

4,195,000 

4,195400 

4.195400 

4/23/2007 

4/26/?aOT 

Anderson Men 

Buy 

J4453J£V* 

CA<U06NC1A2 

2,500,000 

2400400 

2.500,000 

5/09/2007 

5/14/2007 MHMHBi 

Andenon Meu 

SeO 

244531EVB 

CARR 0^1 A2 

6.695,000 

(6,695400) 

6,695400 

6/1^007 

6/5/200? IN 

Andenon Men 
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Buy 3623)4I1A3 GSAA0C7AVi l.S20;XI0 l^^IOO 5/11/2006 2545 

Buy 3&2334NA8 65AAM7AV1 STSfiOD SXUSB SU.^ 5/25/2006 AndmonMes 

Buy 3&2334MA8 GSAA067AVI 450/X10 438^ 43U20 S/31/2006 5/31/2006 MBBWBMi AAdenonMes 

Buy 362334NAS GSAA067AV1 SSS/Sl 8S1^ 8SU«4 7/24/2006 7/27/2006 MMBWBBHI AmtenonMcB 

Buy 362334NA8 GSAA067AV1 10,758/0) 9,273431 9473431 9/12/2006 9/15/2006 AndOTonMca 

Sell 362334MA8 GSAA0e7AVl 4,495/00 {2/B1444} 2/31444 6/26/K07 6/23/2007 1/4 AnlmiRMen 

Buy' 36237SAAS GSAA06U)AVl 10435/00 5405482 S4054B2 5/tK/2007 ilWVm Anderson Men 

SeB 36237SAA5 G5AA08U>AV1 10435/00 (5,149465) S.M946S 6/26/2007 6/29/2007 IN Anderson Mezz 


: RedBCted by the PenRBneat 
Sttbeommittee on Investigatioits 
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Buy/SeO 

Cusip 

BoadNarrie 

Orf|facc 

Actual Face 

CunemFtct 

irmdedatt 


Buy 

04544QA09 

ABSHE OSHHAa 

23.414X00 

23.414X00 

23414X00 

11/3/2CD6 

11/30/20061 

SeU 

045440409 

ABSHE 0686744 

23,414,000 

(23,414,000) 

23,414X00 

2/23/2007 

2/28/2007 1 

Buy 

00442CAD1 

AQ 0&M2 A2C 

u,ocioxoo 

12X00,000 

12X00X00 

lQfJO/2006 

10/30/2006 1 

SeO 

00442CAD1 

Aa(m42A2C 

12X00,000 

(12X00,000) 

12X00,000 

2/23/2007 

2/28/;n907 t 

8)^ 

D4010(TT8 

AKSI06W4A2e 

31X00,000 

31X00.000 

31,000X00 

2/12/2007 

2/15/2007 ( 

Sell 

040104778 

A8SI06W4A26 

31.000,000 

(31X00.000) 

31X00.000 

2/23/2007 

2/28/2007 1 

B«y 

0S530MAA7 

8CAP0&AA2A1 

40X00X00 

40X00X00 

40X00.000 

11/22/2006 

11/30/2006( 

Sen 

0SS30MAA7 

BCAP06AA2A1 

40,000,000 

(40X00X00) 

38.151427 

2/23/2007 

2/28/2007 

Buy 

07389ftAPl 

6SABS06HEU}RA2 

50,000X00 

50.000X00 

50.000X00 

12/19/2006 

12/29/20061 

Sdl 

07389 RAPl 

eSABS0eKEUItA2 

50X00,000 

($0X00,000) 

50.000.000 

2/23/2007 

2/28/2007 

Buy 

0738S5AA6 

BSABS OTTSl lAl 

75,000,000 

75X00X00 

75X00.000 

2/26/20(n 

2/28/2007 

Sell 

0738SS'AA6 

BSASS07PS1 U1 

75,000,000 

(75X00X00) 

75,000X00 

2/Z7/2007 

2/28/2007 

Buy 

074018448 

BSMF0:^t2U 

SS, 000X00 

55X00X00 

SS.OOOXOO 

2/2Q/2007 

2/28/2007 

SeB 

074018448 

BSMF07SUU 

5S.000.000 

(55X00X00) 

5SXOOXOO 

2/23/2007 

2/28/2007 

Buy 

14454440 

CA8R06F8E2A3 

20.000.000 

20,000X00 

20X00,000 

10/5/2006 

10/18/2008 

Sell 

14454AAC3 

CAftR06F8£2A3 

20,000.000 

(20.000X00) 

20X00,000 

2/23/2007 

2/28/2007 


JEaetaPte Exhibits,,- Page 2546 


Camber 7 PIC 
Camber 7 PIX 


Camber 7 PIC 
Camber 7 PtC 


Camber 7 PLC 
Camber 7 PIC 


Camber 7 PtC 
Camber 7 PtC 


Camber 7 PtC 
Camber 7 PtC 


Camber 7 HC 
C«nber7PlC 


Camber 7 PIC 
Camber 7 PLC 


Camber 7 KC 
Camber 7 PLC 


buy 

Sell 


17309QAC8 CMlTt06WH3A3 
17309QACS CMlTI0eWFH3A3 


12fi66VACS CWl0e37 2A2 
12666VACS CW106:72A2 


30,000^ 30CIOO.OOO 30,000,000 70/S/2006 10/31/20061 

30.000.000 (30,000,000) 30.000X00 2/23/2007 2/2S/2007 IN 


40.000,000 40X00X00 40.000X00 9/8/2006 9/2S/2006| 

40.000,000 (40,000X00) 40X00,000 2/23/2007 2/28/2007 IN 


Camber 7 PIC 
Camb«7PlC 


Camber 7 PtC 
Camber 7 PIC 


Buy 

23243WAC2 

Cm06182A2 

2s,cioaooo 

25.000,000 

25.000X00 

9A9/2006 

9/28/2006 ■■■■■i 

HP Camber 7 PIC 

Sen 

23243WAa 

Cyni0618 2A2 

25,000X00 

(25.000X00) 

25,000.000 

2/23/2007 

2/28/2007 LH 

Cancer 7 PIC 

Buy 

l2668yAAl 

CWL06S10A1 

100.000.000 

100,000X00 

100,000.000 

12/21/2006 

12/29/2006 

HP Camber 7 

SeU 

12668YAA1 

CWL06S10A1 

70,000X00 

(70.000,000) 

65,942,152 

2/23/2007 

2/28/2007 IN 

Camber 7 PLC 

Buy 

35729QAa 

FHLT06B2A2 

io,ooaooo 

10,000X00 

10X00,000 

2/9/2007 

2/14/200OTHB^H 

PP Carrier 7 PLC 

Buy 

35729QAC2 

FHt.T06B2A2 

13,795,000 

U.TSSXOO 

13,795.000 

2/9/2007 

2/14/2007 

HH 7 

Sell 

35729QAC3 

FHIT068 2A2 

18.763438 

(18,763438) 

18.763438 

2/23/2007 

2/28/2007 IN 

Camber 7 PLC 

Buy 

35729TA04 

FHIT06C2A2 

3S.000.000 

35,000,000 

35,000.000 

12/19/2006 


S9 Camber 7 PLC 

Sen 

3S729TA04 

FHITD6C2A2 

3S.000.000 

(3S.OOOXOO) 

35X00,000 

2/23/2007 

2/28/2007 IN 

Camber 7 PLC 

Buy 

43709NA05 

HEAT 067 2A3 

50.000.000 

50,000X00 

50X00,000 

9/22/2006 

10/3/2006 Mm 

Camber 7 PIC 

Sell 

43709NA0S 

HEAT 067 2A3 

SO, 000, 000 

(SO.000.0001 

50,000.000 

2/23/2007 

2/28/2007 IN 

Camber 7 PLC 

8(iy 

S7645MA22 

MA8$06WMC4/« 

19,000,000 

19X00.000 

19,000,000 

11/3/2006 

11/30/2006 MB 

Camber 7 PtC 

Sell 

57e45MA£3 

M/^06VPMC4AS 

19X00,000 

(19.000X00) 

19,000.000 

2/23/2007 

2/28/2007 tN 

Camber 7 PIC 

Buy 

617S3SAA1 

MSAC07HE3A2A 

23,300,000 

23.300X00 

23.300.000 

2/26/2007 

2/26/2007 (■■■■■I 

PPP Camber 7 PLC 

SeU 

817S38AA1 

MSAC07HE3A2A 

23400.000 

(13400.000) 

23400,000 

2/27/2007 

2/28/2007 IN 

Camber 7 PLC 

Buy 

U5374AM 

NAA07S1A1 

34.000X00 

34,000X00 

34X00X00 

2/13/2007 

2/14/2007 niiii^^llll 

I^B Camber 7 PLC 

Sell 

8S5374AA4 

NAA0751A1 

34X00X00 

(34.a»XOO} 

33.078.982 

2/23/2007 

2/21/2007 LN 

Camber 7 PIC 


6wy 

SeR 

Buy 

Sell 

Buy 


BX37fiGA02 

81376GA02 


T^INAAO 

78SB1NAAO 


863620441 

86362QAA1 


617538AA1 

&17538AA1 


0738SSAAS 

073gS5AA5 


SAS806WM2 A2C 
SABR 061^2 A2C 


SACO 072 A1 
SACO 072 A1 


SASC07GEUA1 

SASC07GEUA1 


MSAC07KE3A2A 

M5AC07HC3A2A 


BSAK07FS1 lAl 
BSAB507F511A1 


655374AA4 NM07S1A1 



Camber 7 PIC 
Camb«7PLC 


34,000,000 2/13/2007 2/14/2007 
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Sen 

6SS374AA4 

NAA07S1A1 

34,XO.OX 

(33C78382) 

33078.982 

2/23^007 


Buy 

7SS81NAAO 

SACO 072 A1 

27CX.0X 

27,0XCOO 

’Z7.000.0X 

2/12/2007 

2/28/2X7 ( 

SeO 

7aSSlNAM> 

SAC0072A1 

27.0X,0X 

(27.0X.0X) 

27.OX.OX 

2/21/2X7 

2/28/2007 1 

Buy 

3S729rA04 

FHIT06C2A2 

35,OX,OX 

3S.0X.0X 

3S,XO,OX 

12/19/2006 

12/22/2006 ( 

Sen 

3572SrTAW 

FHLT0eC2A2 

3S,0X,DX 

{35CX,0X) 

3SOOOOX 

Z/23/2007 

2/2B/2007I 

8uy. 

12668yAAl 

CmOBSlOAl 

1X300,OX 

1X.0X,0X 

1X,0XCX 

12/21/2006 

12/29/20081 

Sen 

1266SrAAl 

CW106S10A1 

7O,0XCX 

(65.942,152) 

65.942.152 

2/23/2X7 

2/28/2X7 

Buy 

23243WAC:2 

CW1X18ZA2 

2S3X.0X 

25.axcx 

2S0X0X 

9/19AI0O6 

9/28/20061 

sen 

23243WAa 

CmX18 2A2 

2SJXX3.000 

(2S30W1X) 

2S.0X,0X 

2/2V2X7 

2/28/2X7 

Buy 

4370^<A05 

HEAT 067 2A3 

50XKXI.OOO 

SO/XXJfiOO 

sa,oxox 

9/22/2006 

10^^3/2006 1 

Sen 

43709NAO5 

MEATX72A3 

SO,XOCX 

{5Q.OOQCX] 

so,ooo.ox 

2/23/2007 

2/28/2X7 

Buy 

12666VAC5 

CWIX17 2A2 

4O/)X.0X 

X.OX.OX 

x,oxox 

9/08/2006 

9/2S/2006I 

Buy 

12666VACS 

CW.X172A2 

lomox 

10/3X.OX 

10.0QQ,OX 

12/12/2006 

12/1S/2006I 


J59«t*)ote Exhibit%„-j>^e 2547 


Camber 7 flC 
Camber 7 PIC 


Camber 7 PtC 
Camber 7 PIC 


Camber 7 PU 
Camber 7 PIC 


Cambw 7 PlC 
Camber 7 PIC 


Camber 7 PIC 
Camber 7 PtC 


»6e$VAC5 CW10617 2A2 


40,000,000 {«), 000,000) 40.O0OJI00 2/23/2007 2/28/2X7 IN 


Buy 3S729QAa PMIT06B2A2 

Buy 3572SaAC2 FMlT X8 2A2 

SeH 3S729CiAa FKtT06B2A2 


U.79S,000 13,795,0X 

10,DX.0X 10,OX,OX 
18,763,538 (18.763338) 


13,795.0X 2/09/2007 

10,0X,0X 2/09/2007 

18,763338 2/23/2X7 


2/14/2X7 fli 
2/14/2007 (■ 
2/28/2X7 iN 


Camber 7 PIC 
Camber 7 PIC 
Cvnber 7PIC 


Buy 040104TF8 ARSI06W4A2B 

SeH OaOtCW^S AftSI0eW4A28 


31.OX.OX 

31CX.0X 

31,0X/X10 

2/12/2X7 

2/15/2X7 ■■■■■ 

BBIP Camber 7 PIC 

31,0X.0X 

(3l.0X,0X) 

31.0X.0X 

2/23/2X7 

2/28/2D07 IN 

CarrHrer 7 PIC 


Buy 00442CA01 ACE 08FM2 A2C 

Sell 00442CA01 ACEXFM2A2C 


12.tlX,0X 12,0X/X)O 

12,0X.0X (12,(XI0X0) 


12,0X,0X 10/20/2006 10/30/2006 ■ 
t2.0X,0X 2/23/2X7 2/28/2X7 IN 


Camber 7 PIC 
Camber 7 PIC 


Buy 

SeH 

X5»»AAA7 

O5S30MAA7 

BCAP06AA2A1 

BCAP06AA2Ai 

X.OX,OX 

40.0X.0X 

40,OX.OX 

(3a.l5U27) 

Buy 

Sell 

BSMR)7St9 

BSMFQ7S13 

BSMFO^tZU 

BSMF 07S12 lA 

SS.0X3X 

S5,OX.OX 

5S,0XX0 

(SS.OXjOX) 

Buy 

Sen 

04544QAD9 

04S44QA09 

A8SHEXHr7A4 

ABSHE XHnA4 

23, 414, OX 
23, 414, OX 

23,414.0X 

(23.414,000) 

Buy 

Sen 

B6362QAA1 

86382QAA1 

SA5C076EU A1 
SA5C076aiAl 

35,0X,0X 

35.OX.OX 

3S.0X,0X 

(33.911.3S8) 

6uy 

sell 

S7HSMAE2 

S764SMAE2 

MASS XWMC4 AS 
MASS MWMC4 AS 

19,0X/)X 

19CXCX 

19.0X.0X 

(ISCX.OX) 

Buy 

Sell 

144S4AAC3 

144S4AAC3 

CAAA MFRE2 A3 
CA8H06F8E2A3 

20.0X,OX 

20,OX.0X 

20,0X.0X 

(2O.0XX0) 

Buy 

Sen 

813766A02 

81376GA02 

SABR06WM2A2C 

SAeBXWM2A2C 

40,0X,0X 

40,OX,OX 

X,OX.OX 

(4o,ax.<xio) 

8uy 

Sen 

17309QAC8 

17309QM8 

CMITI XWFH3 A3 
CMITI 08WFK3 A3 

3O.OX.0X 

w.ox.ox 

30,OX.OX 

(X.OX.OX} 

Buy 

SeU 

07389RAP1 

07389IIAP1 

BSABSO^EIO ltA2 
BSABSWHElOnAZ 

so.ox.ox 
so, ox, 000 

50.0X.0X 

(X.OX,OX] 

Buy 

Self 

39S39JAA4 

39S397AA4 

GnAF 07KE1 A1 
6PMF07HE1 A1 

so,ox.ox 

»,ox.ox 

x.ox,ox 

(so/lx.ox) 


4O.0X.0X 

38.1S1.327 

11/22/2006 

2/23/2X7 

11/30/2X6 •■■■■■ 

2/28/2X7 IN 

B Camber 7 PIC 
Camber 7 PtC 

ss.ox,ox 

2/21/2007 

2/28/2X7 

Camber 7 PtC 

ss.oxxo 

2/23/2X7 

2/28/2X7 IN 

Camber 7 PLC 

23,414.0X 

11/03/2006 

11/30/2006 flBM 

Camber 7 PIC 

23.414CIX 

2/23/2X7 

2/28/2007 IN 

Camber 7 PLC 

3S.OX.OX 

2/06/2007 

2/X/2X7 ■■■■■■■ 

B Camber 7 PIC 

33.911.3S8 

2/23/2X7 

2/28/2X7 IN 

Camber 7 PLC 

19.0X.0X 

11/D3/20X 

11/30/2006 MHi 

Camber 7 PIC 

19.0X/)X 

2/23/200? 

2/28/2007 IN 

Camber 7 PIC 

20,0X.0X 

10/05/2X6 

10/18/2006 

Camber 7 PLC 

20,0XCX 

2/23/200? 

2/28/2X7 IN 

Camber 7 PLC 




B Camber 7 PIC 

aocnocno 

2/23/2007 

2/28/2X7 IN 

Camber 7 PtC 

30.ooaox 

10/05/2X6 



30,DXCX 

2/23/200? 

2/28/2X7 IN 

Camber 7 PLC 

so.ox.ox 

2/23/2X7 

2/28/2007 LN 

Camber 7 PtC 

socixAn 

2/23/2007 

3/06/2X7 

■■ Camber 7 PtC 

SO.OX.<IX 

2/23/2007 

3/06/2X7 IN 

Camber 7 PtC 
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Buy/SeD 

Cusip 

BomfNvne 

Origfaee 

Actual Feea 

CunvntFaee 

T™„J=«)5tePtemExhibits 

-Page 

Buy 

362ZS7AA5 

GSAA0617A1 

S89300.00D 

SS9.300,000 

$89400,000 

1C{/13/2006 

lOnOfiSOi AIT A MTS/ 

HUOMZl 

SeO 

3622S7AA5 

GSAA06i7Al 

94400,000 

(34.300.0001 

94400400 

11/20/2006 

11/22/2006 LN 

HUOMZl 

Buy 

36245CAC6 

CSAMP06S6A1C 

9S431.000 

95431400 

95431.000 

10A3/2006 

10/20^006 SUSPRIMEMT/ 

HUOMZl 

SeO 

3624SCAC6 

GSAMP06S6 AlC 

68431400 

(68431,000) 

68431400 

11/20/2006 

11/22/2006 LN 

HUOMU 

Buy 

12668PAB8 

CWM.T06OA17 lAlB 

33,903.000 

3S.903.000 

^,903400 

lO/tZ/2006 

10/17/2006 <{^■■■■■■1 

HUOMZl 

SeO 

1266aPAS8 

CWALT060A171A1B 

3S403400 

(35.303400) 

S.376,193 

11/28/2006 

12/S/2006 IN 

HUOMZl 

Buy 

Z324SFAB9 

CWAIT 080C102A1 

75400400 

75.000,000 

75,000.000 

11/27/2006 

11/30/2006 

HUOMZl 


H24SFAB9 

CWALTOSOCIO ZAl 

75,000,000 

(75,000.0001 

75,000.000 

11/28/2006 

12/S/2006 tN 

HUOMZl 

Buy 

23245GAA9 

CWAIT 060C9AI 

100,000,000 

}»,QOO,000 

100400400 

1V8/2006 

iVi5/20oe 

HUOMZl 

Sett 

2324SGAA9 

CWALT06OC9A1 

100.000400 

(100.000400) 

9947043S 

11/28/2006 

12/5/2006 Ur 

MiOMZl 

Buy 

12667HA87 

CWl 0620 ZAl 

1W400400 

100400,000 

100400400 

10/26/2006 

11/8/2006 ■■■■■■■■ 

1 HUOMZl 

SeQ 

12667HA87 

CWl 0620 ZAl 

ICO.000.000 

(100,000,000) 

99.401.65S 

11/28/2006 

12/5/2006 IN 

HUM4Z1 

Buy 

U668VAA7 

CWL06S7A1 

ioo.oca.ooQ 

100.000,000 

100.000400 

11/17/2006 

11/30/2006 

1 HUOMZl 

SeU 

12668VAA7 

CW106S7A1 

100.000400 

(100,000.000) 

100.000400 

11/28/2006 

12/5/2006 IN 

HUOMZl 

Buy 

M729VAB3 

FHI.T06D2A1 

n/XMOQ 

75,000,000 

75,000400 

10/25/2006 

11/3/2006 

KUOMU 

S^ 

3S7Z9VAB3 

FHIT0602A1 

32,^477 

{32,UO,677} 

32450477 

11/28/2006 

12/5/2006 IN 

HUOMZl 

Buy 

36226UM 

6SAAD61BAV1 

2U,347,000 

218.347.000 

218,347400 

11/14/2006 

11/30/2006 ALTA MTSNIACa 

HUOMZl 

Sell 

36226IAA4 

GSAA 061SAV1 

100,000,000 

(100.000,000) 

100,000400 

11/28/2006 

12/5/2006 IN 

HUOMZl 


Buy 36272SAA1 6SBPM062A1A 

SeU 3627UAA1 CSBPM062AU 

Sell 36272SAA1 CSRPM 062 AlA 

Buy A4328AAB6 HA5COME12A1 

Sett 4432SAAB6 HASC 06H61 2A1 

Buy 65S37FAB7 NKEUOtfM22Al 

Sell 6SS37FAB7 HHEU06FM2 2A1 

Buy 36272SAA1 (^PM 062 AlA 

Sett 3E2725AA1 GSItPMD62AlA 

Buy 362261AM GSAA061BAV1 

SeU 3622aAA4 6SAA 0611 AVI 

Buy 3324SCAA9 CWAlTOeOOAl 

Sell 2324SGAAB CWAIT 06OC9 A1 

B«)y 6SS37FAB7 NH(U06FM2 2A1 

Sen €SS37fM7 NHeu06FM2 2Al 


25,784,000 

25,784,000 

2S.784.000 

10/11/2006 

iO/18/2006 ABSMTGSYNNIACCT 

HUOMZl 

15.077.428 

(15.077,428) 

14.623.326 

11/22/2006 

11/24/2006 IN 

KlttlMZl 

468,204 

(468.204) 

437,925 

11/28/2006 

12/5/2006 IN 

HUOMZl 

25,000.000 

25,000,000 

25400.000 

10/18/2006 

11/3/2006 MSMBHIBi 

HlttlMZl 

25,000400 

(2S.000.000) 

24.509,647 

11/28/2006 

12/5/2006 LN 

KtAlMZl 

72,000,000 

72400,000 

72.000.000 

10/17/2006 

10/31/2006 

HUOMU 

72,000.000 

(72,000,000) 

67,737434 

1V2S/2006 

12/5/2006 IN 

HUOMZl 

25,784,000 

25,784,000 

25.784400 

10/11/2006 

10/18/2006 ABS MTS SYNNI Acer 

HUOMZl 

468.204 

(437,925) 

<37,925 

11/28/2006 

12/5/2006 LN 

HUDMU 

218447,000 

2U,347,000 

21B.347400 

11/14/2006 

11/30/2006 ALTA MTGN1ACCT 

HUOMZl 

100,000,000 

(100,000,000) 

100400.000 

11/28/2006 

12/5/2006 IN 

HUOMZl 

100400.000 

100,000,000 

100,000400 

11/08/2006 

11/15/2006 

HUDMU 

100,000400 

(99,570,235) 

99.570:235 

11/28/2006 

12/5/2006 IN 

HUOMU 

72,000,000 

72,000,000 

72,000400 

10/17/2006 

10/31/2006 

HUOMZl 

72400,000 

(67,737.634) 

67.737.634 

11/28/2006 

12/5/2006 IN 

HUOMU 



Buy 4432BAAS6 HASC 06HE1 2A1 

Sett 4432SAAa6 HASC06Hei2Al 


2ifi00J300 25^.000 2S^^ lO/lB/2006 11/03/2006 ■ 

ZS/xn.OOO (24^.6«7) 24^M7 11/28/2006 12/S/2006 IM 


HUOMZl 

HUOMZl 


Buy 2324SFAB9 CWALT 06000 2A1 

Sell 2324SFAa9 CWAIT 060C10 2A1 


7s/no^ njeaojoK 11/27/2006 11/3Q/2006 ■ 

7iXOO.OOO (7S^/X)tr} 7S/»b>000 11/28/2006 12/S/2006 IM 


KU0M21 

HUOMZl 


Buy 12667HAS7 CWL06202A1 

SeU 12667HAB7 CW106202A1 


100.000.000 100.000.000 10/28/2006 11/08/2006 ■ 

{99.401.6S6) 99.401.636 11/28/2006 12/S/2006 IM 


HUOMZl 

HUOMZl 


Buy 

357Z9VAB3 

FHIT060ZA1 

75ioOO.DOO 

75,000.000 

75.000400 

lO/ZS/2006 

11/03/2006 ■■■H 

■m HUOMZl 

Setl 

35729VAB3 

FHIT 060 ZAl 

32450477 

(32,250.877) 

32,250477 

11/28/2006 

12/5/2006 IN 

HUOMZl 

Buy 

12668VAA7 

CWL 0^7 A1 

100,000,000 

100.000400 

ioolooo,ooo 

1V17/2006 

11/30/2006 ■■■■■i 

■■i HUDMU 

Sett 

12668VAA7 

CWL 0657 A1 

100,000,000 

(100.000.000) 

100.000.000 

11/28/2006 

12/5/2006 IN 

HUOMZl 

Buy 

1266BPAB8 

CWALTOeOAl? lAlB 

35.903,000 

35,903.000 

35403,000 

10/12/2006 

10/17/2006 ■■■■■■ 

■■1 HUOMZl 

Sett 

12668PA8B 

CWAIT 06OAi7 lAlB 

35,903,000 

(35,376.193) 

35.376,193 

11/28/2006 

12/5/2006 IN 

HUOMU 

Buy 

Z3245PAC5 

CWAIT 06OA22 A3 

25450400 

25,850.000 

ZS4SO.OOO 

12/07/2006 

12/11/20(>S 

■H HUOMU 

Sen 

23245PACS 

CW<aT 06OA2Z A3 

25,850,000 

(25,880.256) 

25.680456 

1/2/2007 

1/5/2007 IN 

HUOMU 
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Footnote Exhibits - Page 2549 


Buy 

&43529AA8 

HCAMT06ALT2AV1 

1^,161,000 

186,161.000 

186,161400 

lO/U/2006 

10/30/M06 AIT A MTGNIACCT 

HUDMU 

Se« 

643529AAS 

NCAMTOGALnAVl 

1400,000 

{1.343,975) 

144^975 

1/2/2007 

1/5/2X7 IN 

HUOMU 

SeO 

e43S29AA8 

NCAMT06M.12AV1 

1,790.000 

{1.603410) 

1.603410 

1/16/2007 

1/19/2X7 IN 

HUDMZl 

Sell 

643S^AA8 

NCAMTOGAtnAVl 

2,400400 

{1.976.433} 

1476^433 

1/30/2007 

2/2/2007 tN 

KUOMU 

SeD 

64352SAA8 

NCAMT06ttT2AVl 

27400,000 

(22.134473) 

22.234471 

2/15/2007 

2/21/2X7 LN 

HUOMU 

Buy 

669SSMa 

NHEL066A28 

45400.000 

45,000400 

<5400.000 

11/20/2006 

1V30/2006 

HLRJMZl 

SeO 

6G9B8>lAa 

NHE1066 A2B 

33,000.000 

(33.000400) 

13400.000 

2/28/2X7 

3/5/2X7 IN 

HUDMU 

Buy 

400S1CAM 

CSAA06SltAl 

240424,000 

240.924,000 

240424400 

12/15/2006 

iinmooe 

HUOMU 

5eU 

40051CA>^ 

GSAA06S1 lAl 

2.945,000 

(2,733417) 

2.733,317 

3/16/2X7 

3/21/2X7 IN 

HUDMZl 

Buy 

1Z670BAA7 

CW10752A1 

70,000,000 

70.000.000 

70.000000 

3/23/2X7 

3/30/2X7 

H(4)MZ1 

S«ll 

126708AA7 

cm 0752 A1 

10,350400 

(10.350.000) 

10.350400 

3/30/2X7 

4/3/2007 IN 

KUOMU 

Buy 

12669HAA7 

Cm07QHlAl 

20,000,000 

20400,000 

20400.000 

3/29/2X7 

3/30/2X7 iiiiiiiiiiiiiii^^ 

HUDMU 

Sen 

12669KAA7 

cmo7aHi Ai 

20400,000 

(20,000,000) 

204001.000 

3/30/2007 

4/3/2X7 LN 

HUDMU 

Buy 

144S26Afi2 

CMB0»taA2 

10.000400 

10,000.000 

10.000,000 

4/10/2X7 

4/13/2X7 

HUDMU 

5^! 

144S28Ae2 

CARR06NC3A2 

BIS.OOO 

(615400) 

815400 

4/18/2X7 

4/20/2X7 IN 

KUOMU 

Buy 

1445ZBA82 

CAftR06NC3A2 

10,000,000 

10,000400 

10400.000 

4/10/2X7 

4/13/2X7 ■■■■■■■ 

HUOMU 

Sell 

1445ZBAB2 

CARR 06Na A2 

5,192.715 

(5,192.715) 

5,192.715 

4/30/2X7 

S/3/2X7 IN 

HUOMZl 

Buy 

3622ECAA4 

GSAAO^lAV! 

144,477,000 

144.477,000 

144.477.000 

4/11/2X7 

4/30/2X7 ALTA MTGNIACCT 

HUOMU 

Sell 

36Z2ECAA4 

GSAA07(MUVX 

9,108,000 

(9,108,000) 

9,108,000 

4/30/2X7 

5/3/2007 IN 

HUOMU 


Buy (XM375EK0 ACCX0&4A2C 

Se8 CM37SEH0 ACai054 A2C 

Buy 75lSeUM3 RAMP06BZ2A3 

Set! TSISBUAB) RAMf06AZ2A2 

Buy S4352VQB5 NCHET061A2B 

SeU B4352VQR5 NCHET062A26 

Buy 144S39AC7 CARBOBNCSAB 

Sell 144S39AC7 CAAROSNCSAB 

Buy MSSZViYB NOtHt^lAlC 

SeU «43SZVm NCHET051A2C 

Buy 362S41KAS QSAMP0SKE4 A26 

Sen 3B234IKA6 GSAMP 05HE4 A2e 


128,M3^ U8^3.000 12B.843^ lVt0/200S 11/23/2005 ABS SfTSSYN Nl ACCT 

3,843.CRX {3,843,000} 3^3,000 4/30/2007 5/3/2007 IN 

13.S00/I00 13400,000 13400/X30 4/30/2007 S/03/2007 ■■■■■■I 

13,500,000 IU400.000) 13300.000 4/30/2007 5/3/2007 IN 

lO.OOO/DO 10,000300 10/X».000 4/10/2007 4/13/2007 ■■■■i 

10,000,000 {10,000,000) 10.000.000 S/31/2W7 6/5/3007 IN 


25.000,000 25.000.000 

9.334,000 {9.334,000) 


25.000,000 1/16/3007 

9,334.000 5/31/2007 


G/S/3007 IN 


13,757,000 U.7S7,000 13,757,000 3/14/2007 3/19/2007 ■ 

13,757,000 (10,894,088) 10,894,088 7/6/2007 7/11/2007 LN 


50.000. 000 42,529,886 42429486 6/07/2007 6/11/2007 

25.000. 000 (17,681,632) 17.681.632 7/6/3007 7/11/2007 IN 


HUOMZl 

HlflSMU 

HUOMZl 

HUDMU 

HUOMZl 

HUOMZl 

HUOMZl 

HUOMZl 

HUDMU 

HUOMZl 

HUOMZl 

HUMIU 
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Buy/MI 

Cu^ 

BondNeme 

Ortgface 

Actual fate 

CurmitFra 

,„«i'‘y)te.9fepxhibits - Pgse 2550 

Buy 

eKM38QAA2 

ACCROnAl 

15>000.000 

15,000,000 

15400400 

1/24/2007 

1/30/2007 ii^iiiiiggillll^^ 

HiniMS 


0(M38aAA2 

ACSK071A2 

15,000^ 

(15.000400) 

15400,000 

2/5/2007 

2/8/2007 IM 

KUDMZ2 

Buy 

12e6SrMl 

CWIOBSIOAI 

100,000^ 

100400,000 

ia3.ooaooo 

12/21/2006 

I 

1 

1 

KUDMZ2 

Sen 

ueesTAAi 

CWIOBSIOAI 

30^,000 

(30,000,000) 

29436456 

2/5/2007 

2/8/2007 1/1 

HU0MZ2 

Buy 

3622aAA4 

GSAA 0616 AVI 

218447,000 

218447,000 

218447400 

1 

§ 

ll/M/2006 ALTA WTGNIAOT 

KU0MZ2 

Sen 

3S22EiAA4 

6SAA 0616 AVI 

10,000.000 

(10400,000) 

9,115401 

2/S/2C07 

2/8/2007 U< 

KUDMZ2 

Seii 

3622EIAM 

eSAA 0616 AVI 

io,ooaooo 

(10,000,000) 

94is.un 

2/16/2007 

2/21/2007 IN 

HU0M22 

Buy 

3623S1ADO 

CSAA08202A1B 

16,076,000 

16,076.000 

16.076400 

12/12/2006 

12/29/2006 AIT A MTGNIACCT 

KUOMQ 

Sea 

S$23S1A0G 

GSAA06202A1B 

11.000,000 

(11,000,000) 

10,722437 

2/5/2007 

2/8/2007 LN 

HLnMZ2 

SeU 

3»SS1A00 

GSAA06202A18 

S,076,000 

(5476.000) 

4447,917 

2/18/2CD7 

2/21/2007 LN 

HU0M22 

Buy 

3S2e5TAC9 

CSAMP06FM3A2B 

5»,28U»D 

59,281,000 

59.281,(100 

12/15/2006 

12/21/2006 NON PERFORMING MTG S 

HUDMZ2 

Sell 

36245TAC9 

GSAMP06FM3A2B 

10^,000 

(10,000,000) 

10.000400 

2/6/2n7 

2/8/2007 IN 

HUDMZ2 

Sell 

3S245TAC9 

CSAMPO^^MSAIB 

10,000,000 

(10,000,000) 

10,000.000 

2/16/2007 

2/21/2007 LN 

HUDMZ2 

Buy 

4M31KAA8 

HA1007WF1A1 

20,000,000 

20,000,000 

20.000400 

1/16/2007 

V6/2007 (■■■■■■■ 

W;0MZ3 

Sell 

4(M31KAA8 

HAL0D7WF1 Al 

20,000,000 

(20,000400) 

20.000400 

2/7/2007 

2/8/2007 IN 

HU)MZ2 

Buy 

40431KAB8 

HALOD7WF1A2 

8.374,000 

8.374400 

8,374400 

1/26/2007 

2/6/2007 

KU0MZ2 

Sell 

40431KA86 

HAU>07WF1A2 

8,374,000 

(8.374.000) 

8,374400 

2/5/2007 

2/8/20C7 LN 

HUDMZ2 

Buy 

4S66SWAAS 

<NDX07FLX1 Al 

15S.024.000 

155,024,000 

155.024400 

1/18/2007 

^V2007 

HUDMZ2 

Sell 

4S66SWA>U 

INOX07FLX1A1 

20,024,000 

(20.024,000) 

20.024400 

2/5/2007 

2/8/2007 IN 

HU0MZ2 

Buy 

4S66SWAA5 

INDXOTFlXm 

155.024,000 

155424400 

155424400 

1/18/2007 

1/31/2007 •■■■■ 

KU0MZ2 

Sell 

4SS»WAAS 

INDX 07FU1 Al 

20.024,000 

(20.024,000) 

20,024.000 

2/5/2007 

2/8/2007 IN 

HUI1MZ2 

Buy 

3622EaAA3 

(SAA0701 lAl 

515.268,000 

515,268,000 

515.268,000 

1/11/2007 

1/30/2007 ALTA MTG/ 

HUDM22 


Sell 

3622EQAA3 

GSAA0701 lAl 

10.268.000 

(10.268.000) 

10.268,000 

2/16/2007 

2/21/2007 LN 

HU0MZ2 


Buy 

3622MHAa) 

6SAMP07FM2A2B 

62.864/X>0 

62464400 

62464.000 

2/15/2007 

2/21/2007 NON PERFORM/ 

HUDMZ2 


Sen 

3622MHACO 

CSAMP07FM2 A2e 

62,gG4A)0 

(62464400) 

62464.000 

2/15/2007 

2/21/2007 IN 

HUDMZ2 

V> 

Buy 

3624SYA>^ 

GSAMP07K1A2A2M 

10,157,000 

10,157,000 

10,157400 

1/23/2007 

1/31/2007 NON PERFORM/ 

KUOMQ 

1 

Sell 

3624SyAV6 

eSAMP 07H1 A2A2M 

5,157,000 

(5.157.000) 

5.157400 

2/16/2007 

2/21/2007 IN 

HUDM22 

1 

3 

Buy 

fi43S29AAB 

NCAMT0GAIT2AV1 

166.161,000 

186.161,000 

186.161,000 

10/19/2006 

10/30/2006 ALTA MTG/ 

HUOMZ2 


Sell 

643S29AA8 

NCAMT06ALT2AV1 

27,000,000 

(27,000.000) 

22434473 

2/15/2007 

2/2V2007 IN 

HUDM23 

e 

a 

Buy 

3634SyAN^ 

GSAMP07K1A2A2M 

10.157,000 

10,157,000 

10,157400 

V2 3/2007 

1/31/2007 NON PERFORMING MTC 5 

KUDM23 

1 

Sell 

3fi245VAV8 

GSAMP07H1A2A2M 

5,157.000 

(5,157,000) 

5.157.000 

2A6/2007 

2/21/2007 IN 

HUDMZ2 

3 

Buy 

362aSlAM 

SSAA06202Aie 

16,076,000 

16.076.000 

16.076.000 

U/12/2006 

12/29/2006 ALT A MTG HI ACa 

HOOMZ2 


Sell 

3B2aslAOO 

CSAA06202A1B 

5,076.000 

(4.847417) 

4,947.917 

2/16/2007 

2/21/2007 IN 

NUDM23 

1 

Buy 

36245TAC9 

CSAMP06FM3 A2B 

S9.281.000 

59,281,000 

59.281400 

12/15/2006 

12/21/2006 NON PERFORMING MTG 5 

KLIDMZ2 

Sell 

3624S7ACB 

GSAMP06FM3A2B 

10,000.000 

(10,000,000) 

10400400 

2/16/7007 

2/21/2007 IN 

HtniMa 

Buy 

3622EIAA4 

GSAA 0618 AVI 

218.347,000 

218447,000 

218.347,000 

11/14/2006 

11/30/2006 ALTA MTCHIACCT 

KUDMZ2 

Sell 

3622CIAA4 

GSAA 0618 AVI 

10,000,000 

(10.000,000) 

10400400 

2/16/2007 

2/21/2007 IN 

HUDMQ 

Buy 

3622MHAOI 

GSAMP07FM2 A2B 

62.8£4,000 

62464400 

62464,000 

2/15/2007 

2/21/2007 NON PERFORMING MTG 5 

Kia>MZ2 

Sen 

3622MHMXI 

aSAMP07FM2 A2B 

62464.003 

(62464.000) 

62464,000 

2/15/2007 

2/21/2007 IN 

KUOMZ2 

Buy 

3622EQAA3 

GSAA07011A1 

S1S468.000 

S 15468.000 

515.268.000 

1/11/2007 

1/30/2007 ALT A MTG Nt ACa 

HUOMZ2 

Sell 

3622EQAA3 

6SAA0701 lAl 

10,268400 

(10.268.000) 

10468,000 

2/16/2007 

2/21/2007 IN 

HUDMZ2 

Buy 

3622MOAC9 

GSAMP07HE1A2B 

44.191.000 

44.191.000 

44,191400 

2/20/2007 

2/23/2007 NON PERFORMING MTG 5 

. HL)OT»C2 

Sell 

3622M0AC9 

eSAMP 07KE1 A28 

44.191400 

(44,191.000) 

44491400 

2/20/2007 

2/23/2007 IN 

KUDM22 

Buy 

3622MDAB1 

GSAMP07HE1A2A 

S0400,000 

50,000,000 

50.000400 

2/21/2007 

2/23/2007 NON PERFORMING MTG 5 

HUDMZ2 

Sen 

3fi22MOABl 

GSAMPOTHEIAIA 

50.000,000 

(50,000,000) 

50.000,000 

2/21/2007 

2/23/2007 LN 

HUDMQ 

Buy 

3622MOAS1 

GSAMP 07KE1 A2A 

S0400.000 

50.000,000 

50.000.000 

2/21/2007 

2/23/2007 NON PERFORM/ 

HI;DMZ2 

Sell 

3622MDAB: 

GSAMP07KE1A2A 

50,000,000 

(50,000.000) 

50.000,000 

2/21/2007 

2/23/2007 IN 

HUOMZ2 
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Buy 36Z2MDAC9 GSAMP07KE1A28 

Sen 3$22MDAC5 6SAMP07HE1 A28 


«4.191,000 44,193.000 

44,191.000 (44,191.000) 


444S1X0D 2y2D/20o:FQQ^I3fltRp6sl5ilWbitS - 2551 

44,U1^ 2/30/2007 2/23/2007 IW HUDM22 


Buy 12658BRE5 CWM.T060a2Al 

Buy 12fi683{tE5 CWALT 06OC2 2A1 

Sen 126aaRES CWALT OBOaZAl 


24.500.000 24,500,000 

24,000,000 24.000/X30 

48.500.000 (48,500.000} 


1S45B.402 

14X5X>46 

ZKllMU 


2/1/2007 

2/l/»07 

2/22/2007 


HUDM22 

KUDM22 

HU0MZ2 


Buy 1266S4AA7 CW106S6A1 

Sea 12G684AA7 CWID6S0A1 


9,400.000 

9,400300 

8,444340 

1/23/2007 

1/26/2007 

HU0MZ2 

9,400,000 

(9,400300] 

9,40(LOOO 

2/22/2007 

2/27AI007 IX 

HU0MZ2 


Buy 1266eMAA9 CWL065PS1A 

Sell 12666MAAS CM. 06SPS1 A 


18.500.000 18300,000 

18.»»300 (18300,000) 


16,195388 1/23/2007 1/26/2007 ■ 
18300,000 2/22/2007 2/27/2007 LN 


HUMQ 

HIK)MZ2 


Buy 3S729VAB3 FHLTG602A1 

Sell 3S7BVAS} FKLT0802A1 


75.000/X)0 Ts.ooo/no 
14,000,000 (14,000.000) 


75300.000 10/25/2006 
12.265.135 2/22/2007 


ll/3/20C»(H 
2/27/2007 iH 


HUSMZ2 

HU0MZ2 


Buy 1266»4AA9 CWl 065751 A 

SeO 12666MAA9 CWIOSSPSIA 


1B.SOD300 

16,195,088 

16.195.088 

1/23/2007 

5/26/2007 

■■1 HU0MZ2 

18300300 

(16398.352) 

163983S2 

2/22/2007 

2/27/2007 IX 

HU0MZ2 


Buy 12S688RE5 

Buy U668BltE5 

Sell 12668B(l£S 


CWAIT06OQ2A1 
CWALT 06Oa 2A1 
CWM.T06Oa2Al 


24.500.000 15,256,482 

24300.000 14,945346 

48.500.000 (30,201,448) 


15.256.402 

14,94S/M6 

30.201,448 


2/01/2007 

2/01/2007 

2/22/2007 


HU0MZ2 

HUOMn 

HU0MZ2 


Buy 3S729yAB3 FHIT060 2A1 

SeD 3S729VAB3 FKIT0W2A1 


75,000.000 

75,000,000 

10/25/2006 

11/03/2006 

HBI HU0MZ2 

(14300300) 

14300300 

2/22/2007 

2/27/2D07 IX 

HU0MZ2 


Buy 

Sen 

Buy 

Sen 

Buy 

Sen 

Buy 

Sell 

Sell 

Buy 

Sell 


Buy 

Set) 


Buy 

SeU 


1266B4AA7 CWlOeSSAl 
1266S4AA7 CWLD6S6A1 

12668KAa CW107S2A2 

12&68KAa CWia7S2A3 

320;SGAC8 Fn4L07FF2A2B 
3702S6AC8 FFML07FF2A2B 

004375EHO ACC8 054 A2C 
00<375eHO ACai054A2C 
00437SETO ACCR054A2C 

07389RAN6 8SABS OSHCIO 21A1 
07389RANe B5ABS06HE1021A1 

12669WA08 CWL078 2A2 
12669WAD8 Cm078 2A2 

362341KA6 SSAMF 0SH64 A2B 
362341I;A6 GSAMF OSHEA A2B 


9.400.000 

8.444340 

8444340 

1/23/2W7 

1/26/2007 

9.400,000 

(8444340) 

8444340 

2/22/2007 

2/27/2007 LX 

15,000,000 

15,000,000 

15,000300 

3/23/2007 

3/30/2007 

15,000,000 

(15,000.000) 

15.000,000 

3/26/2007 

3/30/2007 LX 

46300.000 

46300,000 

46300,000 

3/27/2007 

3/30/2007 

11,800,000 

(11300.000) 

11300.000 

3/30/2007 

4/3/2007 LN 


128,843,000 

128343300 

128343.000 

11/10/2005 

11/23/2005 ABSMrGSVNNIACCT 

7,000,000 

(7,000,000) 

7,000.000 

4/30/2007 

5/3/2007 LN 

600,000 

600,000 

600.000 

1 5/30/2007 

6/4/2007 LN 

30.000.000 

30300,000 

3O30Q.0O0 

12/19/2006 

12/29/2006 

4,000300 

(3,465,402) 

3.465.402 

5/30/2007 

6/4/2007 LX 

6.644300 

6,644,000 

8644.000 

5/21/2007 

S/31/2007 ■■■■■■■ 

2300,000 

(2,000.000) 

8000300 

5/30/07 

6/4/2007 IN 


255.843,000 2SS343.000 

3.724.000 (1359,477) 


25S343300 8/1S/2DDS 

1359,477 S/30/2C07 


8/25/2005 GSAMP Cellsterel 
6/4/2007 LN 


Hl»MZ2 

KUDMZ2 

HU0MZ2 

HU0MZ2 

HUDMZ2 

HU0MZ2 

HUDMZ2 

HUDMZ2 

HUDM22 

KU0MZ2 

HUDMZ2 

KUDMZ2 

HUDMZ2 

HUDMZZ 

HU0MZ2 



Buy 

3623410HS 

GSM 0511 3A3 

168333.000 

168333,000 

168,833,000 

9/12/2005 

9/29/2005 Alt A MTC/Al W 

HUDM22 

Sell 

362341QNS 

GSM0S113A3 

3.724.0CQ 

(US9,478| 

LSS9.478 

5/30/2007 

6/04/2007 IX 

NI/0M22 

Buy 

12669WA08 

Cm.078 2A2 

3394,000 

3.694.000 

3,694.000 

5/21/2007 

S/31/2007 

t KUDMZ2 

tell 

12669WA06 

CWL078 2A2 

3.694.000 

{3.694.0(X» 

8694300 

S/31/2007 

6/5/20CF7 IX 

KUDMZ2 


Buy 362498AA8 (SAA07071A1 

Sen 3&2498AA8 GSAA 0707 )A1 


161.141300 161,141,000 

7311300 (7311.030} 


161.141.000 6/22/2007 6/28/2007 ALT A MTG Ni ACCT 

7XlVX» 7/9nW 7/12/2007 IX 


HUDMZ2 

HUDMZ2 
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(MS4«IAQ( 

M&44MUX 

MS«4KADt 


ABSHIOSKEtM 

AaWIOGKBM 

•SStSOCKHM 


JEootnote dibits - Page 2552 

F«M tUamat FunSnt Z007-X. Ud. 

P«M fltuant Fwtdlni tOOI-i. Ud. 

IMm ncaam F««[ln( 2007-1, Ud. 

Mrs noBK rwnArt 2D07-1. ISi. 

?otm nnsvo Fundbv 2007-1. Ud. 

FeM Httant Funflnf S07-1. UdL 
F«b«ntMim Fundbif 2D07-l.Ud. 

FoInlPiuant Fundlrf 2007-1. ltd. 

PoM Netun Fundl7« 2C07-1. Ud. 

Paira FitBUiaiFimanc 2007-1. Ittl 
PeM PiiuaRt FidiriU« 2007-1. US. 

Patm PlttMnt Fisid1f<c 2007-1, US. 

PeM PIcuant Fundtf« 2007-1, US. 

Palm Phmm Funllat 2007-1. Ud. 

PaM Pieuam FuMOng 2007-1. ltd. 


Pom PSeuant Fitndlnt 2007-1, ltd.' 
Pam PltiMfH Fwdkg 2007-1, Ud. 



14.C»,S77 

(ld-«S.S77} 


14,CUJ177 

t4,G«,577 


Palm PSaaiam Fun&« 2007-1. lid. 
Pam Pkatard Funding 2007-1. Ud. 


Pam ntaaiK Funding 2007-1. Ud. 
Pam Pteawni FtnCng 2007-1, Ud. 


Palm Pteawnl fumii« 2007-1. Ud. 
Palm naaiantFuniSinf 2SXI7-S. Ud. 


PeimPtaatam FumOng 2007-1. ltd. 
Palm Plaaant Funding 2007-1. im. 


Pabn Pteaaam F unUng 20B7-1. ltd. 
Palm PStaum Funding lS07-t. las. 


Palm Plaiwm Fwntfng 2D07-L IH. 
Pom Plamm Funding 2E07-1, Lid. 


Peim Phatam Fvmdini 2007-1. ltd. 
Palm Plaaaam Funding 2007-], Ud. 


Palm Pmaum Finding 2e07-X ltd. 
PelmriaaHnt Fmdkig 2007-1, Ltd. 


PoM Plaaaam fundlrg 2007-1, Lid. 
PalnlPlaaiant Funrilrg 2007-1, ltd. 


Paint rkattm Funding 2007-1. ltd. 
PalKPlaiiant Fundlfg M7-1, ud. 


Point Plaaaam Funding 2007-1, Ud. 
Polm PftaiaRt Findlay 2007-1. Ud. 


PoMPiaaiantFundtrg 2W7-1. Ud. 
Palm PItaum Fundli« 2007-1. Ltd. 


a? 

js i 
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•uy/WI Cmtp •ontfKum 

Buv 3St3*ll*9 CMMrOSWMOAiS 

ScO U2MU«9 CSAMV 05WMC3 A2I 


Oit|toi Kcoaattct CsmmFia 

1400009 1400400 1.900400 

1,000400 (140a000> 1400400 


Tndcdra 

i/ionoo? 

VU/Z 0 O 7 


Footnote Exhibits - Page 2553 

S«elc(t*tt C&enl Dad ^ 

VU/3007 Tbnbenraif! 

VZ7/7a07 IN' 7M>tn»«ifl 


KM19ADJ SSAMP0GKHA2C 
M K74»AB) C5AM7CWE4UC 


io.se«40o io4£e.ooo 

S 4 GA 40 O iS 4 Se 4001 


1040400 J/VNO? 1/14/10(77 (■ 
S4O400 VU/IOCP S/27/20O7 tN 


7tn<bennlf I 
tbnberweHf 


Bur 16a34QH GMPMOSIU 

ScO 1613349^4 CSR7M0C1 A2 


1.400400 2.400.000 

1400400 {2400400} 


1.U340S 7/IV2000 7A9/2006 ■ 

MSUl? y2zno07 V27/2007 IN 


nrnbcnnNI 

Tlmbenvoitl 


Buy 44)8«Q«A2 MIOMZ OS S 144A 
ScO 443«Sa4A2 HUDMZ 002 S 144A 


7.m000 7400,000 

KSOOJXXl {4,100400} 


7,100.000 

4.100400 


2/6/1007 xnncei WKKttKKKIB rMbmuim 

1/22/7007 1/27/2007 IN Ttnteraigifl 


Bur W62a£i5 IPMACOSOmAl 

SCO ^uszeujs inMCOsomAi 


1400400 1.000400 

1,000400 (1400400} 


Uivmi 1/12/2007 fli 
1/22/2007 1/27/2007 IN 


Buy SS17STAC3 MABSOTWMaAl 

Scfi SSTTSTAQ MAKOTWMQAl 


4(450400 4(4SO.OOO 
», 150400 {26450400} 


41450400 2/12/2007 2/27/2007 flmiB Tbabcnn# ) 

26450400 1/22/2007 1/27/2007 IN TtrdwnraHI 


Buy 51922Q4M MIMI06KE3A2C 

S«S SSOUOIM MIM OSSS UC 


40.000.000 40400.000 

22,000400 (22,000400) 


40400.000 Vll/MM 9/2B/2006 

22400400 1/22/2007 1/27/2007 IN 


Tlmbcnratf t 
tlmbcfwdft 


Buy 6i749NACl 6UAC 06NO A2B 

Sen BniSNACl MSAC06HE5A2B 


12.000400 12400400 

12.000400 (12.000400] 


12400400 

12,000.000 


1/11/2007 1/16/2007 ■■■■■■■||||■| TMciwoOi 
1/12/W) 1/27/2007 IN TbnbCfcniHI 


Buy (1730FAE0 MSUOSaBUC 

S«y 61750FAE0 MSAC06M16A2C 


10400400 W400.000 

15.000,000 (15400400) 


10400400 

15.000400 


9/1/2006 9/27/2006 fli 
1/22/2007 1/27/2007 LN 


Tlmbenvettl 

Ttfnbvrwotfl 


Buy 61746UC1 M5a 062AS 

StB 617461Aa MSIX061A1 


11.47(1000 11.470,000 

11.470,000 (11.470.000) 


1U70400 

lt.47tlC00 


>1/1/2006 11/21/2006 ■ 
1/22/2407 V27/20O7 tN 


Buy 641S29AM NCAMT06AIT2AV1 

Sc9 64152»ua NCAMT 064 in AVI 


IB6.161.000 116,161400 

20.241.000 (20.241400) 


186,161400 ltt/U/2006 10/10/2006 ALTA MTCNtACCT 
11,054416 1/22/2007 1/27/2007 IN 


Buy 6«lS2n(S4 NCKET Oil A2C 

ScO S4SS2VUU NOtfrOSlAZC 


11.570.000 11,570,000 

11470.000 (11470.000) 


11470400 lAS/2007 1/20/2007 ■ 
11470.000 1/22/2007 1/27/2007 IN 


Tlnberweltl 

TfaitbcnraHI 


Buy 641S2VNW? HCMnOSCAlB 

S«B 643S2V7rW7 NOin05CA2B 


5.000.000 5.000400 

S4OOOOO (5400,000) 


5400400 1/14/N»7 I/19/2W7 ■ 
5400400 B/22/20O7 1/27/2007 IN 


TVnhcnMNI 

TVnbanfoitl 


eessBRAa NHaoesAis 
esBBUAa •maoBBAia 


TSnOWFU USCMU9A44 
78110W7U KASeWUSAM 


nSTTBAAT 5AC0069A1 
7e77MA7 SACO069A1 


(6362TM3I lASCOTBaAS 
66162rAC0 SASC 07K2 Al 


1S22EMXI eSAA 0701 1A2B 
WTP.AAiri eSAAO^lAlB 


074a0TAA4 B»O06SL2Al 
O7400¥AA« I5MF OSSU Al 


45,aaaaaD 

5450.000 


11,727400 

».n74oa 


11.650.000 

11.650.000 


45,000,000 

(5450400) 


>1422400 

(6.122400) 


11.650400 

(11.650400) 


10400.000 

(10400.000) 


39400400 

19,000.000 


16414.000 

24.(1*.000 


10400,000 

1400.000 


19400,000 

(19400400) 


26414400 

(26.814.000) 


10400400 

(14OO4OO) 


■5424400 

(22.924400) 


62.4U4aO 

154^400 


25400.(00 

25400.000 


62.421400 

(15478.000) 


25400400 

(25400.000) 




Buy 144511CVO CAMOSNaAlC 

M l*ASi\a9 CARA OSNa AlC 


10400.000 10400400 

30,000,000 {30,000400) 


10400400 VWWl 1/21/7007 M 
30.900400 1/22/2007 3/27/2007 IN 


TlmbcrwuBI 
T^benrotf ( 


Buy 24454AA8S CAlft06fB£3A2 

ScO 144S4AABS CAAltD9ftr2A2 


23 . 7544 CO 21.754400 

12 . 754,000 { 12 . 7 S 4 . 000 ) 


21,754.000 1/2S/2S07 2/30/2007 fl| 
12,734400 1/22/2007 3^7/2007 tN 


ttmfaerwgttt 

TVnbcfwotfl 
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tOf UtiWCD CAM 0CW3 A) 

i*a IWiZBACD CARR OSNO A3 


Footnote Exhibits - Page 2554 


Suy IMSIMASO CAJUtOSNC^AZ 

SeS 144SSMA80 CARR«KC«A2 


iDSKojam jsijKojaoD 
aojofiso {afioofia^ 


xjnojno vwtm ifiofvxn M 

»>JK6fiOO iflifloei 3/27/2007 IN 


ttnterwoHI 

Tbt^tTwatfl 


Bur 1«4S»SU CAM lOOWCS A2 

M msilfiu CARXnSNCSA2 


a;K»MB ABjnuoo 

MJOOMiO (OJCO/BO} 


4(j00>000 i/tv»7 3/2V3007 ■ 
MM.OOO 3/22/2007 3/27/S107 LN 


TtetenmHi 

Hmtafwolfl 


Bur i348MEABl CSASS07SL1A2 

ieO 324IMUU CBA5S07a3A2 


34IJ22/XXI >4«.2Z2;»0 >««7>^nan 3/9/2007 1/19/2007 ABlMTCSTHNiACCr 

38JZ2JXB {3B.222/») IS^aOOJSO 3/22/2007 3/27/2007 IN 
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UNITED STATES OF AMERICA 
before the 

SECURITIES AND EXCHANGE COMMISSION 


- - — X 

In the Matter of ABACUS CDO 


X 


FileNo.HO-I091I 


SUBMISSION ON BEHALF OF GOLDMAN, SACHS & CO. 

Goldman, Sachs & Co. ("Goldman Sachs”) makes this submission in response to 
the Staffs proposed recommendation that an enforcement action be brought against Goldman 
Sachs.' No such action is warranted. 


This submission is provided solely in connection with the Staffs consideration of 
possible action against Goldman Sachs, and is made without any admission that the 
conduct under investigation violated any laws, rules or regulations. Should the Staff 
decide to make any recommendation that varies in any respect from the issues and 
positions Goldman Sachs has addressed, we expressly reserve the right to revise this 
submission in accordance with Rule 5(c) of the Commission’s Rules Regarding 
Information and Other Proceedings, 17 C.F.R. § 202.5(c), and Procedures Relating to the 
Commencement of Enforcement Proceedings and Termination of Staff Investigations, 
Nos. 33-5310, 34-9796, 1972 WL 130244, at *1-2 (Sept. 27, 1972). Goldman Sachs also 
expressly reserves the right to object to the admissibility of this submission and those 
submitt^ by any other person in any subsequent proceeding. Finally, Goldman Sachs 
hereby asserts that this submission constitutes attorney work product and requests that (a) 
it be treated confidentially and not as a waiver of any privilege or immunity from 
production, and (b) pursuant to Commission Rule 83, 17 C.F.R. § 200.83, that this 
submission not be disclosed in response to any request made under the Freedom of 
Information Act, 5 U.S.C. § 552. 
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PRELIMINARY STATEMENT 

In early 2007, Goldman Sachs acted as the underwriter of privately-placed notes 
issued in a synthetic CDO transaction tcnown as ABACUS 2007-ACl (“2007-ACl”). There was 
nothing unusual or remarkable about the transaction or the portfolio of assets it refCTenced. Like 
countless similar transactions during that perio4 the synthetic portfolio consisted of dozens of 
Baa2-ratBd subprime residential mortgage-backed securities (“RMBS”) issued in 2006 and early 
2007 that were identified in the offering materials (the "Reference Portfolio”). As in other 
synthetic CDO transactions, by definition someone had to assume the opposite side of the 
portfolio risk, and the offering documents made clear that Goldman Sachs, which took on that 
risk in the first instance, might transfer some or all of it through a hedging and trading strategies 
using derivatives. Like other transactions of this type, all participants were highly sophisticated 
institutions that were knowledgeable about subprime securitization products and had both the 
resources and the expertise to perform due diligence, demand any information that was important 
to them, analyze the portfolio, form their own market views and negotiate forcefully at arm’s 
length. And like other transactions with similar lower-rated subprime portfolios, 2007-ACrs 
performance was battered by the unprecedented subprime market meltdown, which has impaired 
cashflow to countless noteholders in such transactions and caused many participants in the 
market to fail altogether. 

Now, widi the benefit of perfect hindsight about the magnitude of the market 
downturn, the Staff (woposes to charge Goldman Sachs with misrepresenting material facts 
relating to the offering. Notably, the Staff does not contend that anything about the Reference 
Portfolio itself was incorrectly disclosed. Rather, the Staffs theory relates exclusively to the role 
of Paulson & Co,, Inc, (“Paulson”) - now recognized as a heavy bettor against . the subprime 
market but at the time a relatively unknown hedge fund manager - in m^ing suggestions to the 
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independent selection agent as to the composition of the Reference Portfolio and taking a 
negative position on that portfolio throng a swap with Goldman Sachs, Moreover, the Staff 
proposes not only to base its charges on theories of negligence under Section 17(a) of the 
Securities Act of 1933, but also to assraf that Goldman Sachs made intentional 
misrepresentations concerning Paulson in violation of Section 1 0(b) of tire Securities Exchange 
Act of 1934 and Rule lOb-5 thereunder. There is no basis in the law, the record or common 
sense for such charges. 

First, what was important to the note investors, as embodied in Regulation AB. 
were the offering documents’ descriptions of the Reference Portfolio and the distribution of 
proceeds, which sophisticated institutional investors in asset-backed securities input into their 
models in order to make their investment decisions based on their views of market and housing 
trends. This information was accurately disclosed, and the Staff docs not contend otherwise. By 
contrast, we are aware of no synthetic CDO offering that disclosed how the protection buyer 
would manage the risk it took on, other than to disclose generally that it may do so, as occurred 
here. Certainly, nothing in Regulation AB requires disclosure of the underwriter’s risk 
management plans, which may shift as parties change their market views and adjust their risk 
tolerance over time. 

Second, given the absence of an affirmative directive in Regulation AB to 
disclose the involvement of Paulson, the Staff relies on a theory that references in the offering 
documents to the Portfolio Selection Agent were misleading because they somehow implied that 
the agent, ACA Capital Management LLC (“ACA”), picked the portfolio in isolation without 
input from any participant, including ones whose true economic interests at the time were 
opposite those of the noteholders. But the Reference Portfolio, however it was selected, was 
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fiilly disclosed and available for all to evaluate on its merits. To the extent that investors took 
comfort from ACA's involvement, it was only because an independent expert had approved the 
portfolio, and that is precisely what ACA did. ACA plainly exercised its own judgment in 
deciding which securities were included (whatever its impression as to the economic interests of 
Paulson), rejected dozens that it disliked, and was entirely satisfied with the resulting portfolio. 
Indeed, ACA put its own money behind its analysis by investing in the notes itself and entering 
into a large swap referencing the portfolio. There is rio industry definition of “Portfolio 
Selection Agent" that implied that ACA would operate within an ivory tower or refuse to 
consider suggestions made by interested parties in exercising its independent judgment, in fact, 
it was a customary feature of the market that participants (including those here) often offered 
their views on potential securities to be included in referenced portfolios, so no one would have 
been surprised that Paulson was doing so. 

Third, and more fundamentally, while Paulson’s investment strategy and success 
are well known today, nothing in the record establishes that Paulson’s involvement would have 
been significant in early 2007 to anyone involved in the 2007-ACl trartsaction. All participants 
in the transaction understood that someone had to lake the other side of the portfolio risk, and the 
offering documents clearly stated that Goldman Sachs might lay off some or all of the short 
exposure to the portfolio that it had token on. A disclosure that the relatively unknown Paulson 
was the entity to which Goldman Sachs transferred that risk would have been immaterial to 
investors in April 2007, 

Fourth, there is no basis to suggest that the portfolio would have performed any 
differently or that the economic outcome for the participants would have changed in the least had 
Paulson’s role and interest been more transparent. The portfolio that ACA originally selected 
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had the same charactraistics as the Reference Portfolio, and both experienced virtually the same 
poor performance in the face of the subprime meltdown. Further, the principal note investor, 

IKB Deutsche Industriebank AG C'lKB”), was an active investor in the CDO markets, had 
expressed its specific interest in transactions like 2007-AGl, had invested in similar ABACUS 
transactimis before, and thoroughly evaluated the portfolio. ACA was a major player in the 
CDO marketplace with billions under management and had every reason - reputationally and 
economically - to perform its job well. ABN Amro (“ABN"), which intermediated Goldman 
Sachs' swap with ACA, showed little interest in the portfolio and relied instead as a swap 
intermediary on the credit of its other swap counterparty, ACA, which proved fatal when ACA 
failed. In the end, every portfolio of lower-rated subprime RMBS was decimated in the market 
meltdown, and any marginal differences in bond quality underlying the Staffs theory would not 
have resulted in any materially different outcome. 

Fifth, beyond these fatal deficiencies in the Staffs materiality theory, there is no 
basis for a finding that Goldman Sachs made any alleged misrepresentations about Paulson’s role 
with the negligence required under Section 1 7(a), much less with the scienter mandated by 
Section 10(b). The Staffhas pointed to two ambiguous statements contained in an e-mail fiom 
Goldman Sachs that it contends caused ACA to infer that Paulson would be an equity investor. 

As an initial matter, it is difficult to reconcile such an inference with the Staffs theory that 
Paulson tried to influence ACA to select dozens of riskier Baa2-rated securities, which would 
have raised questions about Paulson’s true economic interests for any sophisticated market 
participant. The record, in all events, contains no evidence that Goldman Sachs caused ACA to 
infer that Paulson had an equity position. Nor does the record support the conclusion that any 
confusion by ACA as to the nature of Paulson’s involvement in 2007-ACI changed how ACA 
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selected the Reference Portfolio. Similarly, the absence of any disclosure of Paulson's role did 
not affect IKB’s decision to invest, KB regularly invested through Goldman Sachs and other 
firms in numerous CDOs and other complex securities and conducted its own evaluations of Bte 
underlying reference portfolios, including for the 2007-ACl transaction. 

Finally, the Staff’s proposed theory ipiores the fact that, as a broker-dealer acting 
as an intermediary on behalf of a client, Goldman Sachs had a duty to keep information 
concerning its client’s (Paulson’s) trades, positions and trading strategy confidential. The Staff 
itself has recognized this obligation in other contexts, but seeks here to impose a duty to disclose 
the identity and market views of swap counterparties. 

In short, the Staff’s contention that Goldman Sachs had a duty to disclose 
Paulson’s involvement in the process by which ACA selected the portfolio is without support in 
either the Actual record or the law, would impose obligations not recognized in existing law and 
would be directly contrary to market practice, where broker-dealers intermediate between parties 
taking opposite views and do not disclose those parties’ identity or roles to each other. No 
enforcement action is warranted even on the existing record. If this matter is litigated, Goldman 
Sachs is confident that a fuller record - including its own discovery of all transaction participants 
— will underscore that no one in fact considered Paulson’s role important and that no one was 
misled. 

THE RECORD 

A. Relevant Parties 

1. Goldman Sachs 

Goldman Sachs is a leading global investment banking, securities and investment 
management firm that provides a wide range of services worldwide to a substantial and 
diversified client base that includes corporations, financial institutions, governments and high- 
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net-worth individuals. Through its mortgage group, Goldman Sachs structured and distributed 
RMBS and CDO-related products. 

2. ACA 

ACA was the asset management subsidiary of ACA Capital Holdings, Inc., and 
provided asset management services and credit protection products to investors. As of May 31, 
2007, ACA was managing “26 outstanding CDOs with underlying portfolios consisting of $ 1 7.5 
billion of assets.” (QS MBS-E-003525837.) ACA acted as the Portfolio Selection Agent for the 
2007-ACl transaction, invested $42 million in the 2007-ACl notes, and sold protection to 
Goldman Sachs on the $909 million notional amount super senior tranche of the transition. 

ACA suffered serious financial troubles at the end of 2007 and beginning of 2008. 
In November of 2007, ACA posted a $1.04 billion third-quarter loss. After a restructuring 
supervised by the Maryland Insurance Administration (Maryland’s insurance commissioner), 
ACA Capital Holdings, Inc. is now operating under the name Manifold Capital. ACA is 
currently operating as a run-off financial guaranty insurance company. 

3. Paulson 

Paulson is an employee-owned hedge fund founded in 1 994. Beginning in 2006, 
Paulson created two funds, the Paulson Credit Opportunities Funds, which took a bearish view 
on subprime mortgage loans by purchasing protection through credit default swaps (“CDSs”) on 
various debt securities. These funds earned substantial profits, and have recently received 
significant media attention. At the time that 2007-AC 1 was being transacted, however, 
Paulson’s investment strategy was not yet widely known in the industry. (See Kreitman Tr, 40- 
41; Herald-Granoff Tr. 25.) Paulson now has more than $30 billion under management. 
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4. IKB 

1KB is a German Bank founded in 1924. In January of 2007, 1KB Credit Asset 
Management, the asset management atm of DCB, had approximately “$23.9 billion of assets 
under management” and “over $16.8 billion of [collateralized loan obligations]/CDOs [had been] 
launched and managed within KB group.” (GS MBS-E-007698102.) KB publicly stated that 
“Securitization and CDO investments are an integral part of KB AG’s business model.” (/d.) 

IKB was a highly sophisticated institutional investor that marketed itself as a CDO manager 
with; 

• a large investment team, including 20 portfolio managers and analysts and 20 
compliance, IT, legal and operations and surveillance staff; 

• “one of the largest databases of CDO structures and performance”; 

• a "[mjarket leading ABS/CDO evaluation and surveillance platform”; and 

• “extensive ABS focused research capabilities and relationships.” 

(GS MBS-E-0076981 13; GS MBS-E-007698102.) Indeed, in January of 2007, KB launched 
Rhinebridge Pic, a structured investment vehicle that invested heavily in the United States 
subprime market. Rhinebridge Pic was to be the “flagship vehicle in KB CAM’s expansion into 
ABS asset management." (GS MBS-E-007698102.) 

KB invested in multiple ABACUS transactions through Goldman Sachs, 
including ABACUS 2004-1, 2005-3, 2006-1 1, 2006-15, 2006-8 and 2007-ACl. (See GS MBS 
0000018045 - 18046; Touire Tr. Vol. 1,16.) In feet, KB made the reverse inquiry that led to 
the first ABACUS transaction, ABACUS 2004-1. {See Tourre Tr. Vol. 1, 16.) In late 2006 and 
early 2007, Goldman Sachs was working with KB on a number of transactions, including 
multiple ABACUS transactions. (See Nartey Tr. 23.) 
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5. ABN 

ABN is a Dutch bank currently owned by RFS Holdings B.V, ABN was in the 
business of intermediating CDS between parties that would not or could not accept each other’s 
credit risk. In 2007-ACl , Goldman Sachs would not accept ACA’s credit risk without an 
agreement to post cash collateral, which ACA would not provide. (See Gerst Tr. 75.) ABN 
agreed to intermediate the protection that ACA sold to Goldman Sachs on the super senior 
tranche of the 2CK)7-AC1 transaction by entering into a CDS with Goldman Sachs and agreeing 
to post collateral, and then entered into a back-to-back CDS with ACA. (See Gerst Tr. 75.). 

ABN appears to have evaluated only ACA’s corporate credit rating, and had little or no interest 
as to the Reference Portfolio, (GS MBS-E-002485 1 73.) Prior to agreeing to intermediate the 
transaction, ABN purchased from Goldman Sachs a $27 million CDS providing ABN protection 
if ACA’s credit weakened. (GS MBS-E-003528I55.) 

B. The Subprime and CDO Market 

A CDO is a debt security collateralized by debt obligations, including mortgage- 
backed securities in many instances. These securities are packaged and held by a special purpose 
vehicle (“SPV"), which issues notes that entitle their holders to payments derived from the 
underlying assets. In a synthetic CDO, the SPV does not own a portfolio of actual fixed income 
assets, but rather enters into CDSs that reference the performance of a portfolio. The SPV does 
hold some collateral securities (separate from the reference portfolio), which it uses to meet its 
payment obligations. 

Beginning in 2005, the market for CDOs expanded extremely rapidly. According 
to a study performed by the Securities Industry an.d Financial Markets Association (“SIFMA"), 
the Global CDO Issuance Volume for 2005 and 2006, not including unfunded synthetic tranches, 
was approximately one trillion dollars. (SIFMA, Global CDO Market Issuance Data, available 
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at www.sifina.org/research/pd6'CDO_ Data2008-Q4.pdf (last visited Sept. 10,2009).) The 
marlcets for mortgage-backed securities became volatile and unpredictable in late 2006 and early 
2007. Investors and speculators in those markets developed conflicting views of the future 
direction of the principal factors that drove the market - housing prices, interest rates, defaults 
and delinquencies, delinquencies on loans made by different originators or in different regions of 
the country, the health of subprime originators and other factors - all of which were entirely 
within the public domain. Some hedge funds, including Paulson’s funds, bet aggressively 
against the mortgage market, while other investors and speculators believed that any weakness in 
the housing markets or RMBS would be temporary and mild. Up to the middle of 2007, no one 
view of the market predominated. 

C. The ABACUS Transactions Generally 

The ABACUS transactions were synthetic CDOs in which the CDO entities sold 
notes referencing specific portfolios of securities. The proceeds from the sale of the notes were 
used to purchase collateral securities, which were held by the SPV. At the same time, the SPV 
entered into a CDS transaction, whereby it agreed to provide a “protection buyer” with 
“insurance” payments in the event of write-downs on the referenced securities in exchange for 
periodic premium payments. These premium payments, along with interest on the collateral 
securities, were used to pay the noteholders. The collateral securities themselves were used 
either to pay principal to noteholders or to make payments due to the protection buyer under the 
CDS, depending on the performance of the reference portfolio^ The first ABACUS transaction 
was ABACUS 2004-1, which was developed in response to IKB’s desire to invest in AAA, AA 
and A rated CDO notes referencing a portfolio of high-grade asset-backed securities. (Tourre Tr. 
Vol. 1, 16,24.) 
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D, ABACUS 2007-ACl 

ABACUS 2007-ACl (“2007-ACl”) was a synthetic CDO transaction referencing 
a $2 billion portfolio consisting of 90 Baa2-rated subprime RMBS issued in 2006 and early 
2007. (GS MBS-E-005974542; GS MBS-E-002407039-2407041 ,) The securities issued in the 
2007-ACl transaction were offered in a private placement pursuant to Rule 144A. (GS MBS 
0000010089.) 

/. TTk Paulson Reverse Inquiry 

In late 2006, Paulson initiated a “reverse inquiry” by approaching Goldman Sachs 
to determine whether it would enter into a CDS in which Paulson bought protection on a 
portfolio of Baa2-rated RMBS from the 2006 vintage. To mitigate the significant market risk 
that it would take on if it entered into the CDS, Goldman Sachs structured two separate 
transactions. 

In the first transaction, Goldman Sachs created the 2007-ACl SPV, which would 
issue notes and enter into a CDS through which Goldman Sachs would purchase credit protection 
on a portfolio of Baa2-rated 2006 vintage subprime securities. The investors that bought the 
notes issued by the SPV would, by definition, be taking the view that the securities in the 
Reference Portfolio would perform at least moderately well, while Goldman Sachs as credit 
protection buyer took the contrary view that those securities would perform poorly. In the 
second transaction, Goldman Sachs would enter into the CDS that Paulson had requested. To the 
extent that Paulson’s requested CDS portfolio matched the 2007-ACl Reference Portfolio, 
Goldman Sachs would effectively neutralize its market risk. (GS MBS-E-003272296; GS MBS- 
E-003272305.) David Gerst and Fabrice Tourre explained this dual structure to the Staff. {See 
Tourre Tr. Vol. 1, 95; Gerst Tr. 139). 
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2. The Portfolio Selection Process 

ACA, the Portfolio Selection Agent for 2O07-AC!, had extensive experience and 
a strong reputation in the industry. In its role as Portfolio Selection Agent, ACA was to select a 
portfolio of Baa2-rated RMBS from the 2006 and 2007 vintages to comprise the Reference 
Portfolio, but would not provide any ongoing asset management or other services. 

Goldman Sachs started the portfolio selection process by providing Paulson with 
a database of RMBS securities and a spreadsheet listing securities that fit Paulson’s requirement 
that the portfolio be restricted to 2006-vintage subprime RMBS that were rated Baa2 by 
Moody’s Investor Service and approximately BBB by Standard & Poor’s. (GerstTr. 13-14.) 

Paulson then provided Goldman Sachs with a spreadsheet of 123 securities. Goldman Sachs sent 
this spreadsheet of 123 securities to ACA for its evaluation and potential inclusion in the 2007- 
ACl Reference Portfolio. (GS MBS-E-007974381.) 

ACA evaluated each of the 123 securities using its proprietary models and 
methods of analysis. ACA rejected more than half of the securities, and sent Goldman Sachs a 
revised spreadsheet listing 86 securities, including 55 from the list of 123 securities and 31 
additional 2006-vintage Baa2-rated securities. (GS MBS-E-002537707.) ACA later proposed 
an additional 26 reference securities. (GS MBS-E-002480599.) Goldman Sachs suggested that 
two of the proposed securities be rejected, and ACA suggested three replacements. (GS MBS-E- 
003026086.) 

ACA and Paulson then met on February 2. 2007 to discuss the reference portfolio. 

During this meeting, Paulson proposed a list of securities, nine of which ACA had already 
rejected. After the meeting, AGA emailed Paulson and Goldman Sachs, reiterating its rejection 
of the nine securities and attaching a spreadsheet listing 100 securities (79 of which previously 
had been approved by Paulson and ACA). (GS MBS-E-0038338442.) Paulson suggested 
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removal of eight of the securities (seven of which were removed) and Goldman Sachs suggested 
removal of two of the securities (one of which was removed). (GS MBS-E-002483508; GS 
MBS-E-002983660.) Paulson then circulated a list of 90 reference securities. Of these 90, ACA 
requested that the parties make substitutions for three of the securities. (GS MBS-E-003782252; 
GS MBS-E-002445333.) ACA proposed eleven alternative securities and Paulson agreed to 
three out of those eleven securities. (GS MBS-E-00244496 1 -2444962; GS MBS-E-002445333- 
2445334; GS MBS-E-002444961-2444962.) ACA thereafter agreed to the removal of three New 
Century securities, and the substitution of three securities to include in the final portfolio.^ (GS 
MBS-E-003740868; GS MBS-E-003740867-3740869.) 

ACA ultimately approved 90 securities that it stood behind as the portfolio 
selection agent, albeit from the category of 2006/2007-vintage Baa2-rated subprime RMBS. 
There is no indication that ACA "rubber stamped" any of the securities suggested by Paulson, or 
that it behaved in any way that was inconsistent with the normal obligations of a Portfolio 
Selection Agent. And as a sophisticated market player that managed billions of dollars in 
subprime securities, ACA should easily have recognized any tendencies or marginal biases in the 
securities that Paulson recommended. 

3. Marketing and Sale of the 2007-ACl Transaction 

Because of fKB’s prior interest in ABACUS transactions, Goldman Sachs 
approached DCB as a potential investor in 2007-ACl. IKB ultimately decided to purchase $150 
million in senior certificates with the view that it would have a relatively protected senior 
position in a risky portfolio. (See GS MBS 0000018046.) ACA purchased $42 million worth of 

^ 1KB had previously expressed concern over RMBS for which New Century and Fremont 
were the servicers, which may have been the reason for removing those securities. (GS 
MBS-E-0029722269.) 
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senior secured nrtes. (GS MBS 000001 8046.) The 2007-ACl transaction closed on April 26, 

2007. The SPV used the proceeds of the sale to purchase AAA-rated certificates to hold as 
collateral. 

Goldman Sachs entered into a CDS with the SPV in a notional amount of $192 
million in which Goldman Sachs agreed to make premium payments in r^m for protection on 
the Reference Portfolio. In addition to the CDS purchased from the SPV, on May 31, 2007 
Goldman Sachs also entered into a $909 million notional amount CDS referencing the super- 
senior (50- 100%) tranche of the 20d7-AC 1 CDO. (GS MBS 0000018052.) ABNservedas 
intermediary for this trade by entering into the $909 million CDS with Goldman Sachs and an 
offsetting CDS with ACA, therdiy assuming credit risk if ACA was unable to pay. (GS MBS-E- 
002485172-2485173.) ABN appears to have principally evaluated only ACA’s corporate credit 
rating before entering into the CDS.^ (GS MBS-E-002485 172-2485 173.) The record does not 
indicate whether ABN entered into other CDS trades with ACA, but Goldman Sachs is confident 
that a full record would reflect ABN’s familiarity with ACA and consistent approach to such 
transactions as solely credit decisions. 

E. The Credit Default Swaps Between Goldman Sachs and Paulson 

Through CDSs with Paulson, Goldman Sachs sold all of the protection that it had 
purchased from the SPV and from ACA (through ABN). (Tourre Tr. Vol. 1, 33.) Because 
Goldman Sachs purchased protection from ACA on a portion (50-100%) of the super senior 
tranche, but wrote protection to Paulson on the entire (45-100%) super senior tranche, it bore the 


In connection with this evaluation, ABN purchased $27 million in corporate CDS 
protection on ACA from Goldman Sachs, which entitled it to payment if ACA’s credit 
rating fell below a certain level. (GS MBS E-003528155.) 
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risk that poor performance of the Reference Portfolio would affect the 45-50% portion. (Tourre 
Tr. Vol. !. 33.) 

The 2007-AC 1 Offering Circular could not have been more clear that Goldman 
Sachs might enter into transactions to increase, reduce or even eliminate its exposure to the SPV: 

• “The Protection Buyer is not required to have any credit exposure to any 
Reference Entity or any Reference Obligation.” (GS MBS 0000010105.) 

• “[T]he Protection Buyer . . . may hold long or short positions with respect to 
Reference Obligations and/or other securities or obligations of related Reference 
Obligations and/or other securities or obligations of related Reference Entities and 
may enter into credit derivative or other derivative transactions with other parties 
pursuant to which it sells or buys credit protection with respect to one or more 

related Reference Entities and/or Reference Obligations [i]f the Protection 

Buyer . . . holds claims against a Reference Entity or a Reference Obligation other 
than in connection with the transactions contemplated in this Offering Circular, 
such party’s interest as a creditor may be in conflict with the interests of the 
Issuer.” (GS MBS 0000010127.) 

Nothing stopped any other transaction participant — from the noteholders, to ABN, to Paulson - 
from similarly reducing or adjusting their own exposure depending on their own perceptions and 
views as market and economic conditions evolved. 

F. The Collapse ofthe Subprime Market 

As was clear to all of the parties, the market for securities backed by subprime 
loans had already begun to weaken in late 2006, as housing prices stopped increasing and began 
to decline in some regions of the country. The ABX.HE 06-2 BBB Index,^ which referenced 
BBB securities issued in the second half of 2006, decreased in early 2007, reaching a low of $67 
on February 27, 2007. It rebounded to as high as $84.5 on May 24-25, 2007 (a week before 
ACA, ABN and Goldman Sachs entered into the $909 million CDS), and then dropped 


The ABXHE Indices, or Asset-Backed Securities Indices, are synthetic indices 
distributed by Markit Group, Limited, Each references a basket of 20 CDSs on subprime 
mortgage-backed securities of a specific vintage and rating. 
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precipitously iom $80,875 on June 11 to $20.5 at the end of 2007. (See Appendix 1.) The 
securities in the Reference Portfolio, which in April 2007 were rated Baa2 by Moody’s Investor 
Service and at or around BBB by Standard & Poor’s, were severely affected. The historical 
performance data relied on by rating agencies, investment banks, government agencies and other 
participants in the market turned out to be an unreliable predictor of future prices and 
performance. As reflected by the prices of the ABX indices in early 2007, most sophisticated 
market participants - including senior government officials - did not predict the severity and 
breadth of the downturn in U.S. housing markets, and many suffered dramatic losses as a result. 

The significant divergence between the expected and actual performance of Baa2- 
rated RMBSs resulted in large part from the unanticipated severity and breadth of housing 
market price declines, and the weakening of local economies throughout the United States. The 
combination of high loan-to-value ratios, the unexpected severity and speed of deterioration in 
residential housing prices throughout the country and the lack of available refinancing provided 
little incentive for borrowers to continue making payments on mortgage loans on properties in 
which they had little or no equity. See, e.g., Semiammal Monetary Policy Report to the 
Congress, Statement of Ben Bemanke, Chairman, Board of Governors of the Federal Reserve 
System (Mar. 28, 2007). In addition to these unexpected economic factors, an unknown amount 
of fraud by borrowers, originators, brokers, appraisers and others involved in the loan origination 
process may have resulted in underwriting of material numbers of loans to borrowers lacking 
either the means to (or the intention of) making payments on the loans. See, e.g., Tyler Cowen, 
So We Thought, But Then Again .... N.Y. TIMES. Jan. 13. 2008, at 6; Carolyn Said, Plenty of 
Blame for Lending Mess: Mortgage Meltdown, S.F. CHRON., Feb. 3, 2008, at Cl . 
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THE STAFF’S INVESTIGATION AND ALLEGATIONS 
The Staff’s investigation of 2007-ACl began on August 29, 2008. The Staff has 
taken five days of testimony from five Goldman Sachs witnesses: Gail Kreitman and Melanie 
Herald-Granoff; Michael Nartey, Fabrice Toune, and David Gerst. Goldman Sachs has 
produced approximately 8,000,000 pages of documents to the Staff. 

Goldman Sachs understands that the Staff currently proposes to recommend that 
the Commission bring an enforcement action against Goldman Sachs alleging violations of 
Section 17(a) of the Securities Act of 1933 and Section 10(b) of the Securities Exchange Act of 
1934 and Rule lOb-5 thereunder. The Staff contends that: 

. Goldman Sachs deceived ACA by leading ACA to believe that Paulson would 

invest in the equity tranche of 2007-ACl, thereby allegedly causing ACA to 
believe that Paulson had the same interests as ACA when Paulson’s interests 
were, according to the Staff, the opposite of ACA’s interests. 

• Goldman Sachs deceived investors in the 2007-ACl transaction by describing 

ACA as the Portfolio Selection Agent when, in fact, Paulson had played a 
significant role in selecting the Reference Portfolio. 

To Goldman Sachs’ understanding, the Staff’s theory is that Goldman Sachs should have made 

the role of Paulson in the 2007-ACl transaction clear to ACA, and disclosed that role (and 

Paulson’s identity) in the offering documents. If the Commission chooses to proceed against 

Goldman Sachs, the Staff has indicated it will seek disgorgement of Goldman Sachs’ profits on 

the 2007-ACl transaction, as well as penalties and injunctive relief. 

DISCUSSION 

I. THE ABACUS OFFERING DOCUMENTS CONTAINED NO MATERIAL 
MISREPRESENTATIONS. 

To prove materiality under Sections 10(b) and 17(a), the Commission must show 
a “substantial likelihood” that the alleged misstatement or omission would be deemed significant 
by a reasonable investor in light of the “total mix” of information available about the investment 
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at the time the investment decision is made. Basic, Inc. v. Levinson, 485 U.S. 224, 231-32 
(1988). In evaluating whether an alleged misrepiesentation was material, the offering documents 
must be read as a whole, focusing not “on whether particular statements, taken separately, were 
literally true, but whether defendants’ representations, taken together and in context, would have 
misfled] a reasonable investor about the nature of the [securities].” DeMaria v. Andersen, 

318 F.3d 170, 180 (2d Cir. 2003) (emphasis added). 

The offering documents for the 2007-ACl transaction provided all material 

information that flic sophisticated institutional investors here required - most fundamentally, the 

particulars of the portfolio that the investors could (and did) analyze and evaluate on an equal 

footing with Paulson and Goldman Sachs. The offering documents contained nothing materially 

false or misleading about ACA’s role, and no reasonable investor would have needed disclosures 

describing the participation of Paulson, which at the time was little-known and only one of many 

market participants that investors understood routinely took the opposite risk in transactions of 

this type (and were a structural necessity for synthetic CDOs). 

A. The Offering Documents Fully Disclosed the Material Facts Relating to the 
Reference Portfolio. 

Regardless of how the Reference Portfolio was selected, the offering documents 
comprehensively described each asset backing the securities. Nothing about the selection 
process affected the inherent value or risks of the Reference Portfolio. The offering documents 
provided the sophisticated potential investors in 2007 -ACI with the material information about 
the constituent securities that they needed to perform their own analyses and modeling of the 
creditworthiness and cash flows of the assets underlying their investment. 

Regulation AB recognizes that in an asset-backed securities transaction, investors 
view information about the asset portfolio and the distribution of proceeds as material, because 
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performance of those assets, as affected by macro-economic fectors and trends that any investor 
can analyze, will dictate the performance of asset-backed securities.* Regulation AB thus 
focuses on the underlying assets, and sets forth in great detail the disclosures required in offering 
documents for asset-backed securities, including; (!) the title and type of securities being 
offered, (2) a summary of the flow of firnds, (3) statements detailing servicer or other fees, (4) 
detailed descriptions of the characteristics of the assets, and (5) a description of any credit 
enhancement features. See, e.g., I7C.F.R. §§229.1102,229.1103,229.1105,229.1111. 

The value of the assets underlying asset-backed securities does not change based 
on any “inside” information within the issuer’s control. No subjective corporate judgments 
about budgets, sales, reserves or any other matters relevant to traditional corporate issuers impact 
a portfolio of mortgage-backed securities. Accordingly, Regulation AB’s comprehensive 
disclosure scheme does not require any mention of the underwriter's (or its clients’) subjective 
view of the assets, or a comprehensive listing of all of the parties that had input into the selection 
of the assds backing the securities. Rather, Regulation AB focuses on disclosures of the 
objective features of the underlying assets, which allows potential investors to perform their own 
analyses and evaluations based on their assessment of economic trends, regardless of the views 
of the underwriter or other entities as to the value of the underlying assets. This focus on the 
intrinsic character of the portfolio also is consistent with the distinction drawn by the courts 
between “hard” and “soft” information. Only the former must be disclosed.to investors: 


Although the ABACUS notes at issue here were offered pursuant to the limited 
requirements of Rule 144A, Regulation AB’s focus on information about the underlying 
assets and how the proceeds of those assets will be distributed reflects what is material to 
an investor in any asset-backed transaction. 
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Hard information is typically historical information or other ftctual information 
that is objectively verifiable. Publicly disclosed, hard information is actionable if 
false and material. Soft information, on the other hand, includes predictions and 
matters of opinion. The foilure to disclose soft information is actionable only if 
[it is] . . . virtually as certain as hard facts. 

City of Monroe Employees Ret. System Bridgestone Corp., 399F.3d 651, 669 (6th Cir. 2005); 
see also Glassman V. Computervision Corp., 90 T? .a 617,631 (1st Cir. 1996) (“[T]he federal 
securities laws focus on the mandatory disclosure of backward-looking hard information, not 
forecasts.”). 

In accordance with this regulatory focus, the offering documents at issue here s^ 
forth precisely which RMBS would comprise the Reference Portfolio. (See GS MBS 
0000010274-10277.) The offering documents for each of these RMBS in turn disclosed the 
various categories of information required by Regulation AB, including detailed information 
concerning the loans held by the trust that issued the RMBS. This is all that was required. The 
offering documents need not interpret the information they disclose in ways that “might have 
facilitated an investor’s task,” because “interpretations drawn from the facts presented in the 
prospectusQ” do not provide new information, and thus cannot “significantly alterQ the ‘total 
mix’ of the information already presented.” Betaon v. Morgan Stanley Distributors, Inc., 420 
F.3d 598, 609 (6th Cir. 2005). In light of the extensive, objective disclosures contained in the 
offering documents, investors - particularly the sophisticated entities at issue here in the context 
of a Rule 144A offering - had all the information they needed to understand and evaluate the 
reference securities, just as a consumer purchaser can evaluate a store’s inventory of 
merchandise regardless of how it was selected, fully understanding that there may be other 
brands available elsewhere. See Ley v. Visteon Corp., 543 F.3d 801, 808 (6th Cir. 2008) (“The 
federal securities laws do not ordain that the issuer of a security compare itself in myriad ways to 
its competitors, whether favorably or unfavorably .... [I]t is precisely and uniquely the function 
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of the prudent investor, not the issuer of securities, to make such comparisons among 
investments.”). 

B. The Sophisticated Investors in 2007-ACl Were More Than Capable of Evaluating 
the Transaction Based on the Portfolio Information. 

The sophisticated investors in 2007-ACl were fully capable of evaluating the 
Reference Portfolio, and nothing in the record suggests that their analysis turned on how the 
securities were selected here or. for that matter, in any of the countless other transactions they 
considered over time. 

ACA, as described above, was a well-recognized collateral manager as well as a 
sophisticated investor in CDOs, It was paid to analyze the Reference Portfolio and approved 
every security in it. It applied rigorous and disciplined financial modeling to evaluate the 
portfolio, as it did every day with respect to the billions of dollais it managed. 

nCB had long described itself as one of the most highly-sophisticated CDO 
investors in the world. {See GS MBS-E-007698 1 02; see also Conservative Mttelstand lender 
IKB has transformed itself into Germany 's biggest investor in structured credit - with a taste for 
riskier deals, Risk, February 1, 2004.) It stated in January 2007 that it had launched and 
managed approximately $16.8 billion of its own CDOs and related securities. (GS MBS-E- 
007698 1 02.) KB regularly invested through Goldman Sachs and other firms in CDOs and other 
sophisticated aixl complex securities, including ABACUS and other synthetic CDOs in which 
other patties took the opposite view of the portfolio . (GS MBS 000001 8045-1 8046.) IKB had 
its own significant capabilities to (a) research and analyze market conditions and relevant, 
underlying loan data {e.g., housing statistics, ABX index prices and volumes, subprime securities 
pricing levels, origination volumes and performance of loans in securitized pools), and (b) obtain 
expert and knowledgeable advice and counsel. 
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Similarly, in early 2007, ABN was “a leading international bank with total assets 
of EUR 999 [billion]” and "operate[d] more than 4,500 branches in 53 countries" with a “staff of 
more than 1 10,000 full-time employees worldwide." Press Release, ABN AMRO, ABN AMRO 
Announces Sale of ABN AMRO Mortgage Group, Inc, to Citigroup, Jan. 22, 2007, available at 
http://www.abnamro.com/pressrooni/pressreleasedetail,cfin? ReleaseID=278522 {last visited 
Sept. 10, 2009). ABN regularly assumed credit risk by “act[ing] as an intermediary on behalf of 
customers or other third parties or issue[d] guarantees.” ABN AMRO Holding N.V., 2006 
Annual Report at 204, available at http://www.shareholder.com/visitors/dynamicdoc/dooument, 
cfin?CompanyID=ABN&DocumentID=144g&PIN=&Page=2&Zoom=l (last visited Sept. 10, 
2009). In connection with these activities, ABN’s senior management “establish[ed] the credit 
policies” and “procedures required to analyze, manage and control credit risk.” Id. ABN closely 
“monitored on an ongoing basis” the “risk that counterparties might default on their obligations. 
Id. 


Consistent with their sophistication, ACA and IKB were Qualified Institutional 
Buyers within the meaning of Rule 144A. The Master Repurchase Agreement between Goldman 
Sachs and ACA stated that, with respect to each of the transactions comprising 2007-ACl, ACA 
agreed that: 

It is acting for its own account, and it has made its own independent decisions to 
enter into that Transaction. It has evaluated for itself whether that Transaction is 
appropriate or proper for it based upon its own judgment and upon advice from 
such advisers as it has deemed necessary. It is not relying on any communication 
(written or oral) of the other party as investment advice or as a recommendation to 
enter into that Transaction; it being understood that information and explanations 
related to the terms and conditions of a Transaction shall not be considered 
investment advice or a recommendation to enter into the transaction. No 
communication (written or oral) received from the other party shall be deaned to 
be an assurance or guarantee as to the expected results of that Transaction. . . . 

It is capable of assessing the merits of and understanding (on its own behalf or 
throu^ independent professional advice), and understands and accepts, the terms, 
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conditions and risks of that Transaction, It is also capable of assuming, and 
assumes, the risks of that Transaction. 

(GS MBS-E-0091 54451.) 

Thus, the investors had more than sufficient resources and market knowledge to 
evaluate the portfolio based on the inherent characteristics of the securities, demand additional 
information or changes to the portfolio, and decline to invest if they were not entirely satisfied or 
preferred other investment alternatives. There is no evidence that they approached this 
transaction any differently than the countless other similar Pansactions they considered. If this 
matter is litigated, Goldman Sachs is confident that a full record will show that their behavior 
here conformed to their overall investment approaches. 

C. To the Extent that Investors Considered ACA’s Participation Important, ACA’s 
Role Was Described Accurately. 

Significantly, the Staff has not alleged ffiat the offering documents for 2007-ACl 
misrepresented anything about the Reference Portfolio. Rather, the Staffs position appears to be 
that investors would have wanted to know that Paulson had input into int process by which ACA 
ultimately selected the RMBS included in the Reference Portfolio, and that the description of 
ACA as “Portfolio Selection Agent" was therefore misleading without including a description of 
Paulson’s role. That position is fundamentally flawed for several reasons. 

As a threshold matter, the Staffs position incorrectly assumes that the term 
"Portfolio Selection Agent" conveys to investors that the agent selected the portfolio without any 
input from others. Nothing in the offering documents asserted that ACA was acting in isolation, 
and no definition of “Portfolio Selection Agent" would create that impression. The Offering 
Circular, which described ACA’s role as Portfolio Selection Agent, merely stated that “[ACA 
would], pursuant to the Portfolio Selection Agreement . . . select the Initial Reference Portfolio." 
(GS MBS 0000010178.) Nowhere did the Offering Circular state that ACA would not consult 

-23- 

Confidential T reatmenl GS MBS 0000024798 

Requested by Goldman Sachs 


VerDate Nov 24 2008 


09:58 May 19, 2011 Jkt 066051 PO 00000 Frm 00331 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



328 


Footnote Exhibits - Page 2586 


with other entities regarding the selection of the Reference Portfolio, and it was common in CDO 
transactions for participants to offer views in the process of selecting the referenced assets, as 
Goldman Sachs and IKB did here. (Herald-Granoff Tr. 26; Natty Tr. 18-19, 57 (‘T don't think I 
can recall a transaction we worked on with (KB], where we didn’t have a back and forth on the 
portfolio”).) Seeinre Worlds of Wonder Sec. Litig.,iS'F.ii 1407, 1417-18 {9th Cir. 1994) 
(common industry practices require no disclosure). Rather, the Offering Circular states orly that 
ACA would “select” the Reference Portfolio, and the record in this investigation has shown that 
ACA did so. ACA ultimately approved each security for inclusion in the Reference Portfolio. 
{See,e.g ., GS MBS-E-002537707; GS MBS-E-003838442-3838443.) 

Indeed, ACA had served as portfolio selection agent or collateral manager for 
numerous other transactions, and no doubt was accustomed to an interactive selection process. 
What is important is that ACA used its own expertise and models in scrutinizing and approving 
the referenced securities and earned substantial fees for doing so. Whether certain securities 
were initially suggested by Paulson, Goldman Sachs or KB, ACA subjected the securities 
proposed for inclusion in the Reference Portfolio to its own proprietary models and analysis. 
ACA conducted its own analysis and engaged in significant dialogue with Goldman Sachs and 
Paulson, and it rejected 75 securities that Paulson initially proposed. (See, e.g., GS MBS-E- 
002537707; GS MBS-E-003838442-3838443; GS MBS-E-00797438 1 .) 

There is no evidence that ACA included any securities that it thought were 
inappropriate. Indeed, ACA demonstrated its confidence in the quality of the Reference 
Portfolio by purchasing $42 million worth of ABACUS 2007- AC I notes and entering into a 
$909 million notional value CDS referencing the portfolio. It defies credulity to assert that ACA 
would have invested $42 million of its own funds and entered into a $909 million CDS based on 
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the Reference Portfolio if it had any concerns about the referenced securities. Although 
Goldman Sachs has not yet had the opportunity to take discovery of ACA, it is confident that if 
this matter is litigated, the fiill record will demonstrate ACA’s independence, fell conviction 
about the portfolio it selected and professional work quality in performing its fenction. 

0. Paulson’s Economic Interests Were Not Material to Investors. 

The Staffs theory appears to be that Paulson’s role would have been significant 
both to ACA in its role as Portfolio Selection Agent and to investors because - like Warren 
Buffett or E.F. Hutton - it would have raised a red flag that a prominent “short” strategist was 
betting against the portfolio. Paulson’s name and precise role were not material, however, 
particularly at the time of the transaction. 

First, although Paulson’s name and his successful strategy of shorting the 
subprime RMBS market are now well known, they were not in April 2007. Even Goldman 
Sachs witnesses testified that they had no knowledge of Paulson or its strategies at the time of 
the 2007-ACl transaction. {See Herald-GranoffTr. 25; Kreitman Tr. 40-41 .) Indeed, the Staff 
does not contend that ACA had heard of Paulson prior to the 2007-ACl transaction. The fact 
that Paulson was unknown to ACA — which, as of May 3 1 , 2007, had 26 CDOs valued at $ 1 7.5 
billion under management - demonstrates that the fact of Paulson’s involvement would not have 
been material. Nor is there any evidence that DCB or ABN knew of Paulson at the time or would 
have changed their investment decisions one iota had they felly understood his involvement. 
Certainly, those will be significant matters in dispute if this matter is litigated. 

Second, given the structure of synthetic CDOs such as 2007-ACl, investors 
understood that someom (whether Goldman Sachs, Paulson or another entity) would necessarily 
be taking a position contrary to the Reference Portfolio. As the CDS counterparty, Goldman 
Sachs stood to gain if the Reference Portfolio performed poorly (GS MBS 0000010095) unless it 
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entered into an offeetting CDS with another counterparty. The Offering Documents clearly 

disclosed that Goldman Sachs was the Protection Buyer, and also that the 

Protection Buyer . . . may hold long or short positions with respect to Reference 
Obligations and/or other securities or obligations of related Reference Entities and 
may enter into credit derivative or other derivative transactions with other parties 
pursuant to which it sells or buys credit protection with reflect to one w mote 
related Reference Entities and/or Reference Obligations. 

(GS MBS 0000010127; see also GS MBS 0000010105 (“The Protection Buyer is not requited to 

have any credit exposure to any Reference Entity or any Reference Obligation.”).) This is 

precisely what Goldman Sachs did through its swap transaction with Paulson. The Goldman 

Sachs-Paulson CDS was from Goldman Sachs’ perspective nothing more than a standard risk- 

mitigating strategy, which is commonplace in the industry (and indeed beneficial to it) and did 

not require disclosure.® Donovan v. Am. Skandia Life Assurance Corp., No. 02 CV 9859, 2003 

WL 21757260, *2 (S.D.N.Y. July 3 1 , 2003) (“Liability docs not arise from the failure to disclose 

that which should be obvious to the average investor.”); In re Ultimate Corp. Sec. Litig.^ No. 86 

crv. 5944 (CSH), 1 989 WL 79372, at *2 (S.D.N.Y. July 1 1, 1989) (no duty to disclose obvious 

facts, such as risk that executive might leave company in future). Ultimately, some entity would 

take a position opposite the debt investors - whether Goldman Sachs kept that position or 

transferred it to another entity (such as Paulson) was not material. 

Similarly, the fact that ACA may have perceived Paulson to be an equity investor 
is of no moment. As a threshold matter, the interests of an equity investor would not necessarily 
be aligned with those of ACA or other noteholders, and holders of equity may also hold other 
long or short positions that offset or exceed their equity exposure. Indeed, Laura Schwartz of 

® Indeed, as Mr. Tourre testified, the ABACUS platform originated as a way to hedge 
Goldman Sachs’ exposure to RIVIBS products. (See Tourre Tr. Vol. 1 , 20-2 1 .) 
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ACA understood this from her work on a transaction that closed in December 2006 in which 
Magnetar, a hedge fund that bought equity and took short positions in mezzanine-level debt, 
participated. {See GS MBS-E-007992234 ("Magnetar-like equity investor").) Certainly, ACA 
could have questioned Paulson about its interests if it that information were significant to it 

More fundamentally, the Staff does not appear to contend that ACA would have 
refused to approve the Reference Portfolio or that investors would have declined to proceed with 
the transaction if they had known of Paulson’s precise interest. Indeed, the Staff does not 
contend that prior to the 2007-ACl transaction ACA even knew that Paulson existed. Paulson’s 
participation in the portfolio selection process did not diminish ACA’s extensive analysis. ACA 
evaluated Paulson’s list of 123 securities using its proprietary methods, and rejected more than 
halfof them. ACA then generated its own list of securities, including 31 not proposed by 
Paulson. Ultimately, ACA vetted and approved all of the 90 securities included in the Reference 
Portfolio. The mere fact that Paulson - as well as Goldman Sachs and DCB - offered views on 
the securities proposed for the Reference Portfolio does not support the allegation that ACA 
failed to perform its duties or compromised its standards. 

In short, all of the parties involved evaluated potential investments based on the 
fundamentals of the securities and not on who offered suggestions as to which securities to 
include in the Reference Portfolio. There was no "substantial likelihood” that a reasonable 
sophisticated investor would have deemed Paulson’s involvement in selecting the portfolio to be 
significant in light of the “total mix” of information available. Basic, 485 U.S. at 231-32; see 
also Capri Optics Profit Sharing v. Digital Equipment Corp., 760 F. Supp. 227, 233 (D. Mass. 

1991) (‘‘This Court questions whether the information allegedly not disclosed was even material, 
i.e., information affecting a reasonable investor's decision to invest. No evidence is presented 
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that Capri would have refrained from investing had those things been done which Capri says 
ought have been done.” (citation omitted)). 

E. Investor Erases Were Attributable Solely to the Overall Market Collapse and Not to 
Any Alleged frUsrepresentations by Goldman Sachs. 

The Staff appears to suggest that materiality is somehow established by the poor 

performance of the transaction. But the cause of those losses was the collapse of the subprime 

market, and not anything unique to this transaction or its disclosures. Goldman Sachs should not 

be held responsible for losses caused by a general market-wide decline. Wielgos v. 

Commonwealth Edison Co., 892 F.2d 509, 515 (7th Cir. 1989) (“Securities laws require issuers 

to disclose firm-specific information .... [They] needn’t disclose the hazards of its business, 

hazards apparent to all serious observers and most casual ones." (citation omitted)).’ 

There is no evidence that the original reference portfolio proposed by ACA - or 

any other portfolio of similar securities for that matter - would have performed any differently. 

To the contrary, any portfolio of this type would have been swefi up in the meltdown of the 

subprime market and experienced considerable write-downs, and none would have materially 

outperformed the other. (See Appendix 2.) The Reference Portfolio was designed to contain 

high-risk tranches of RMBS issued in 2006 and 2007, and nearly all Baa2-rated, 2006/2007- 

vintage subprime RMBS - including those initially proposed by ACA without Paulson’s 

involvement - have suffered materially similar losses. {Id.) 

’ And indeed, the offering documents disclosed these general market risks, stating: 

The rate of defaults and losses on residential mortgage loans will be 
affected by a number of factors, including general economic conditions 
and those in the area where the related mortgaged property is located, the 
borrower’s equity in the mortgaged property and the financial 
circumstances of the borrower. 

(GS MBS 0000010121.) 
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In that respect, the transaction participants received precisely what they bargained 
for. When ACA and KB bought notes in 2007-ACl ot sold protection referencing the 2007- 
ACl Reference Pcrtfolio, they took the view that the senior tranches of 2007-ACl wmild suffer 
losses only if a significant percentage of the 90 referenced securities were written down. ACA 
and IKB ultimately suffered losses not because Paulson played a role in the portfolio selection 
process, but because every security of that rating and vintage decreased in value as a result of 
unprecedented market events. Hie Reference Portfolio was a feir representation of the credit 
quality of 2006/2007-vintage Baa2-rated subprime RMBS; that credit quality, however, turned 
out to be very poor. 

Similarly, ABN’s losses stemmed from overall market forces, not anything 
relating to the disclosure issues the Staff has raised. ABN was in the business of intermediating 
credit default swaps for monoline insurers such as ACA and, in connection with that business, 
intermediated the swap between Goldman Sachs and ACA that referenced die super-senior 
tranche of the 2007-ACl securitization. (GS MBS-E-002485i72- 2485174; GSMBS-E- 
00246 1 503-246 1 505) ABN principally evaluated ACA’s credit rating, ultimately deeming the 
risks associated with the swap transaction to be acceptable in light of its compensation and 
appetite for the risk associated with ACA. {See GS MBS-E-002485 172-2485 173 (FabriceTourre 
tells ABN that entities that had intermediated trades for ACA in the past had "slowly gotten full 
on ACA’s name and that is why we are now trading at the . . . wider level for ACA 
intermediation”).) Consistent with this approach, ABN purchased protection from Goldman 
Sachs in the form of a $27 million corporate CDS referencing ACA’s credit rating. (GS MBS-E- 
003528155.) To Goldman Sachs’ knowledge, ABN did not purchase credit protection 
referencing the Reference Portfolio. 
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Nor did ABN give substantive scrutiny to the 2007-AC 1 transaction itself. 

Rather, the discussions between Goldman Sachs traders and ABN focused almost entirely on 
what compensation would be appropriate for ABN’s intermediation. (See Tourre Tr. Vol. 1, 88.) 
ABN’s losses (and Goldman Sachs’ on the $27 million CDS it entered into with ABN) were 
attributable to ACA’s collapse, not the characteristics of the Reference Portfolio or any 
representations pertaining to it. 

Finally, nothing stopped any transaction, participant from changing its views and 
adjusting its exposure. The-only constant was the Reference Portfolio once it had been selected. 
If participants suffered losses, they did so solely because they projected that the economic 
downturn would be less severe than it was, 

n. THERE IS NO EVIDENCE THAT GOLDMAN SACHS ACTED NEGLIGENTLY, 
LET ALONE WITH THE LEVEL OF SCIENTER REQUIRED TO SUPPORT A 
SECTION 10(b) CLAIM. 

A party’s fraudulent intent, defined as “a mental state embracing intent to 

deceive, manipulate, or defraud," is the touchstone Of a violation under Sections 10(b) and 

17(a)(1). Ernst & Ernst v. Hocffelder, 425 U.S. 185, 193 n.l2 (1976). Some courts have held 

that this standard can be met by a showing of “extreme recklessness,” which has been described 

as an “extreme departure from the standards of ordinary care . . . which presents a danger of 

misleading buyers or sellers that is either known to the defendant or is so obvious that the actor 

must have been aware of it. In other words, it is a lesser form of intent.” SEC v. Steadman, 967 

F.2d 636, 641-42 (D.C.Cir. 1992) (internal quotations omitted). Additionally, 

[t]o prove scienter with respect to a non-disclosure, it is not enough to simply 
show that the defendant was aware of an undisclosed fact that a court later 
determines is material. Rather, a^plaintiff must show that the defendant must have 
been aware of both the materiality of the undisclosed fact and that its non- 
disclosure would likely mislead investors. 
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SECy. Gam, No. 03-61 553-CIV-SEITZ, 2005 WL 90154, at *15 (S.D. FI. Jan. 4, 2005) 

(internal citations omitted); see also SEC v. Pally, 891 F.2d 295, 295 (9th Cir. 1989) (stating that 
"the question is not merely whether [the defendant] had knowledge of the undisclosed facts; 
rather, it is the danger of misleading buyers that must actually be known or so obvious that any 
reasonable man should be legally bound as knowing.") (internal citations omitted)). 

With respect to Section 1 7(a)(2) and (3), although the Staff need not establish 
fiaudulent intent, it still must demonstrate the existence of negligence, defined as a departure 
66m the standard of reasonable care. Aaron v. SEC, 446 U.S. 680, 687-91 (1980). The 
reasonableness of conduct must be judged in light of the customs and practices of others in 
similar circumstances at the time the conduct occurred. See Cherokee Ins. Co. y.E.W. Blanch 
Co. , 66 F.3d 1 1 7, 1 23 (6th Cir. 1 995) (insurance broker “acted in accordance with practices 
customary in the industry at the time”); Ward v. Hobart Mfg. Co., 450 F.2d 1 176, 1 182 and n.l6 
(5th Cir. 1971) (design of product consistent with industry practices at the time); Restatement 
(Second) of Torts § 295A. Compliance with industry standards is a factor (although not 
dispositive) in determining whether a party met the appropriate standard of care in cases under 
the securities laws. See Vernazza v. SEC, 327 F.3d 851, 861 (9th Cir. 2003) (“relevant to show 
standard of care necessary to a recklessness inquiry"); Messer y. E.F. Hutton & Co., 847 F.2d 
673, 679 (1 1th Cir. 1988) (same); Coates v. Heartland Wireless Communications, Inc., 100 F. 

Supp. 2d 417, 425 n.6 (N.D. Tex. 2000) (absent contrary evidence, a defendant who follows 
industry practices is not liable for 6aud under 10(b)); In re Piper Capital Management, Inc., 

SEC Rel. No. 2163, 2003 WL 22016298, at *8 (Aug. 26, 2003) (“compliance with industry 
standards is a consideration"): The recordHn this investigation has revealed no evidence of 
negligence, let alone fraudulent intent or extreme recklessness. 
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A. Goldman Sachs Did Not Mislead ACA Regarding Paulson’s Involvement in the 
Portfolio Selection Process. 

The Staffs theory is predicated on the notion that ACA believed that Paulson 
would be an equity investor in the 0-9% tranche of the 2007-ACl transaction, and that Goldman 
Sachs intentiaially or negligently led ACA to this belief. In support of this contention, the Staff 
principally cites; 

• Laura Schwartz of ACA’s January 8, 2007 e-mail to Gail Kreitman in which she wrote "I 
have no idea how [the Paulson meeting] went - 1 wouldn’t say it went poorly, not at all, 
but I think it didn’t help that we didn’t know exactly how they want to participate in the 
space. Can you give us some feedback?” (GS MBS-E-003499710); 

• Fabrice Tourre’s January 10, 2007 e-mail to Ms. Schwartz containing the “Transaction 
Summary” in which he stated that the transaction was “sponsored by Paulson” and 
included the line: “[0] - (9]%: pre-committed first loss,” (GS MBS E-003504901) which 
the Staff stated described the equity tranche; and 

• Ms. Kreitman’s e-mail exchanges with Ms. Schwartz on January 14 and 28, 2007 in 
which Ms, Kreitman did not correct Ms. Schwartz’s apparent misunderstanding that 
Paulson was an equity investor (GS MBS-E-007980762; GS MBS-E-007992234).* 

Nothing in those e-mails or elsewhere supports an inference of scienter. 

To the extent that ACA inferred from the January 10 e-mail that Paulson would 
act as an equity investor in the transaction, there is no evidence in the record to suggest that 
Goldman Sachs intended that ACA draw this inference. The Staff has not asserted that Goldman 
Sachs or Paulson told ACA that Paulson was an equity investor, and Goldman Sachs is not aware 
that Ms. Schwartz could recall any such representation being made. Mr. Tourre’s reference to 
“[0] - (9]%: pre-committed first loss” did not state that Paulson would be purchasing a long 
position, and the record contains no evidence indicating what Mr. Tourre meant by this 


The Staff has also asserted that certain internal ACA documents state that Paulson 
intended to invest in the equity tranche of the 2007- AC 1 transaction. Copies of those 
documaits have not been provided to Goldman Sachs. 
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statement. Indeed, Mr. Tourre himself testified that he had no recollectitm of its meaning. 
(TourTCTr.Vol.2, 145.) 

Finfter, as several Goldman Sachs employees testified, the term “sponsor” is not 
uniformly defined in the context of a CDO transaction, and it need not refer to an equity investor 
at all. (See Tourre Tr. Vol. 1,13 (stating that the term transaction sponsor is “not necessarily . . . 
a defined term” and “a very loose concept”); Gerst Tr. 105 ( “I don’t really think of [“sponsor”] 
as ... an official designated role in a transaction per se.”); Nartey Tr. 3 1 (“[W]e use [transaction 
sponsor] in different ways.”).) 

Indeed, the documents and testimony show that that the term “sponsor” was 
sometimes used to refer to an investor that initiated a reverse inquiry, a counterparty that initiated 
a reverse inquiry, the entity that selected the portfolio, or Goldman Sachs itself. (See Tourre Tr. 
Vol. 1, 24 (describing IKB as the “sponsor investor” for the first ABACUS deal ); Tourre Tr. 

Vol. 1, 71 (stating that the term “ACA Sponsorship” in the 2007-ACl flipbook referred to the 
fact that ACA selected the 2007-ACl Reference Portfolio); GS MBS 0000010036 (ABACUS 
2007-ACl Flipbook dated February 26, 2007) (stating that ABACUS 2007-ACl was being 
“sponsored by ACA.”); Gerst Tr. 105 (stating that he thought of the investor who “initiated the 
inquiry” as a transaction sponsor); Nartey Tr. 31 (stating that clients, managers, and Goldman 
Sachs itself could be deemed a sponsor)). If Ms. Schwartz inferred that Paulson was an equity 
investor from Mr. Tourre’s email, that at most indicates that a misunderstanding occurred. It 
does not indicate that Goldman Sachs negligently (let alone recklessly or intentionally) led ACA 
to believe this was the case, particularly in light of the amorphous language from which Ms. 
Schwartz apparently drew her inference. Indeed, there is no indication that a reasonable 
professional under the circumstances presented here would have expected Ms. Schwartz to 
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construe the term “sponsor” to mean that Paulson necessarily was an equity investor. See 
Oebhart v. SEC, 255 F. App’x 254, 255 (9th Cir. 2007) CThe objective component of scienter 
asks what a reasonably prudent securities professional under the circumstances would have 
done.”) 

Additionally, the fact that Ms. Kreitman did not correct Ms. Schwartz’s 
statements that Paulson was an equity investor does not indicate that she attempted to conceal the 
truth from ACA. The record shows that Ms. Kreitman, who provided sales coverage on ACA, 
acted as an “intermediary between the [various) trading desk[s] and clients.” (Kreitman Tr. ! I .). 
Ms. Kreitman’s role in 2007-ACl was to “manage the relationship for ACA,” meaning that she 
“acted as an intermediary between the trading desk and [ACA] facilitating meetings and phone 
calls.” {Id. at 27-28.) She did not “attend or participate (in the meetings she arranged]” relating 
to the 2007-AC 1 transaction, nor was she “involved in” the creation of the 2007-ACl CDO. {Id, 
at 31-33.) Nothing in the record suggests that Ms. Kreitman understood the significance of Ms. 
Schwartz’s statements suggesting that she believed Paulson to be an equity investor, much less 
that Ms. Kreitman acted with scienter or departed from the standard of ordinary care by not 
correcting them. Salslerv. Singer Sewing Mach. Co., 361 F. Supp. 1056, 1062 (D. Miss. 1973) 
(“Reasonable care does not demand perfection.”). 

Finally, ACA’s purported belief that Paulson was an equity investor would have 
been neither reasonable nor credible if one accepts the major premise of the Staff’s theory that 
Paulson proposed literally dozens of weaker securities that were systematically rejected by ACA. 
If this premise were true, then a market participant as sophisticated as ACA would have quickly 
recognized this trend, and questioned at least in its own mind what Paulson’s economic interest 
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was. Certainly, the credibility of ACA’s purported interpretation will be subject to vigorous 
attack in a contested proceeding. 

B. No Evidence Supports an Inference that Goldman Sachs Retained ACA or 

Characterized ACA as the Portfolio Selection Agent in Order to Deceive Investors. 

The Staff has focused on Goldman Sachs' reasons for including ACA in the 2007- 
ACl transaction, citing: (1) statements in a memorandum to the Goldman Sachs Mortgage 
Capital Committee Memo to the effect that ACA’s involvement would enhance the maricetability 
the 2007-ACl transaction; and (2) an email in which Mr. Tourre wrote, “One thing that we need 
to make sure ACA understands is that we want their name on this transaction. This is a 
transaction for which they are acting as portfolio selection agent, this will be important that we 
can use ACA’s branding to help distribute the bonds.” (GS MBS-E-006 142887.) 

The Staff contends that these statements -as well as Jonathan Egol’s February 1 1, 
2007 e-mail stating “You know I love it all I’m saying is the cdo biz is dead and we don’t have a 
lot of time left” (GS MBS-E-002633997) - indicate that Goldman Sachs believed that the 2007- 
ACl securitization could not be marketed without the ACA brand name. Thus, the Staff 
contends that Goldman Sachs deliberately concealed Paulson’s role in order to maintain the 
“false" appearance that ACA had selected the Reference Portfolio because, without this 
deception, the transaction would not be marketable. The Staffs theory does not withstand 
scrutiny. 

ACA was no mindless dupe that could be so easily manipulated. It was a 
significant player in the CDO marketplace, with a strong reputation as a collateral manager and 
portfolio selection agent. (GS MBS-E- 003525837.) IKB was familiar with ACA and respected 
its skills as a collateral manager. (GS MBS-E-002668754.) Although the documents cited by 
the Staff show that Goldman Sachs wanted ACA to assume the role of Portfolio Selection Agent, 
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they provide no basis for concluding that Goldman Sachs did so in order to conceal Paulson's 
role. ACA indisputably fijlfilled its role as Portfolio Selection Agent, and ACA’s approval of the 
90 reference securities may have appealed to some potential investors, including KB. The non- 
disclosure of Paulson’s role (and its separate hedging transaction with Goldman Sachs) simply 
reflated industry practice not to disclose client names and strategies, as well as the lack of 
materiality of Paulson’s name to potential investors. See Gone, 2005 WL 90154, at *15 (to 
prove scienter, plaintiff must show that defendant was aware that non-^isclosed fact was 
material). 

Additionally, there is no evidence whatsoever that Goldman Sachs would have 
had any intention to mislead investors. In fact, the record reflects that the 2007-ACl transaction 
—which was approved by the Mortgage Capital Committee, an independent committee within 
Goldman Sachs — was very much routine, and one of numerous CDO transactions underwritten 
by Goldman Sachs. Although Goldman Sachs certainly hoped to earn profits by structuring the 
2007-ACl transaction, it is well established that allegations of fraud cannot rest on this ground 
alone, because such a “generalized motive . . . could be imputed to any publicly owned, for- 
profit endeavor.” Chill V. Gen Elec. Co., 101 F.3d 263, 267 (2d Cir. 1996). More 
fundamentally, Goldman Sachs would not have compromised its reputation in the industry or its 
longstanding customer relationships in order to marginally increase its profitability in a single 
transaction. 

Moreover, it has never been industry practice for financial institutiens to disclose 
the identities of clients with which they enter into hedging transactions. Such disclosures would 
have been particularly unnecessary here, where the existence of the CDS between Goldman 
Sachs and the SPY - as well as Goldman’s right to transfer the risk assumed thereunder - was 
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disclosed in the offering documents. Goldman Sachs acted appropriately in not disclosing that 
ACA conferred with Paulson, because Paulson's involvement was not material. See SEC v. 

Todd, No. 03-CV-2230-BEN (WMQ, 2006 WL 1564892, at »7 (S.D. Cal. May 30, 2006) 

(holding that Commission had not proven scienter where, although defendant knew that certain 
transactions had occurred but did not disclose them. Commission had failed to point to any 
evidence demonstrating that the defendant “had knowledge of [the] impropriety [of the 
transactions], or was reckless in not knowing” (emphasis added)). 

As to Mr. Egol's February 1 1, 2007 e-mail, even if that e-mail suggests that Mr. 
Egol (from whom the Staff did not take testimony) had a negative view of the CDO marketplace, 
Goldman Sachs’ non-disclosure of that view does not indicate that it was using ACA’s brand 
name to perpetrate some fraud on investors by concealing its own market views or those of 
Paulson. Goldman Sachs certainly could have sponsored the transaction itself without disclosing 
its own market outlook, because is well established that market participants need not disclose 
their internal views of the market, even if those views have implications for securities being 
offered.’ See Dirks v. SEC, 463 U.S. 646, 654 (1983) C‘A duty [to disclose] arises from the 
relationship between patties ... and not merely from one’s ability to acquire information because 
of his position in the market.” (internal quotation marks omitted; alterations in original)); Moss v. 
Morgan Stanley Inc.,l\9T.2i 5, 15(2dCir. 1983 ) (’’[N]othing in the language or legislative 


Indeed, Mr. Egol’s statement that “the cdo biz is dead” did not reflect a belief that 
widespread CDO failures would occur. Mr. Egol’s email addressed an analysis of the 
then soon-to-be launched Markit ABX.HE Tranche Indices (“TABX”). The TABX 
indices referenced the BBB and BBB- rated tranches of the ABX indices, and provided 
investors with the ability to gain or hedge exposure to specific levels of risk in the 
referenced securities, which previously could only be achieved through bespoke CDOs. 
As a result, the market for bespoke CDOs could suffer because TABX provid^ a more 
liquid and transparent way for investors to buy or sell tranche-specific protection. 
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history of section 10(b) or rule I Ob-5 . . . suggests that Congress intended to impose a ^>ecial 
duty of disclosure on broker-dealers simply by virtue of their status as market professionals”). It 
certainly cannot be held liable for failing to disclose a counterparty’s views. 

Once the pertinent facts have been disclosed, investors in asset-backed securities 
bear responsibility for evaluating the credit quality of the underlying assets. Ultimately, the 
2007 -ACl transaction sustained losses because of a general decline experienced by RMBS of 
similar rating and vintage, not because of the particular Baa2-rated securities in the Reference 
Portfolio. 

m. THE STAFF’S THEORY THAT GOLDMAN SACHS COMMITTED FRAUD BY 
FAILING TO DISCLOSE PAULSON’S ROLE MISCONCEIVES THE 
FUNCTION AND OBLIGATIONS OF A BROKER-DEALER. 

The Staff claims that Goldman Sachs’ failure to disclose Paulson’s role in the 


process of selecting the Reference Portfolio is actionable. This assertion, however, rests on two 
faulty assumptions: (1) that Paulson’s involvement - in light of Paulson’s now-known market 
view and investment strategy - would have been material to investors at the time of the 2007- 
ACl transaction, and (2) that Goldman Sachs was free to disclose Paulson’s role if it wished to 
do so. 

The Staff’s first assumption relies on hindsight, and is colored by the knowledge 
that Paulson later went on to record substantial profits by betting against the subprime market. 
As discussed above (see supra, part 1(D)), it does not account for the market reality of the time, 
which was that Paulson was a little-known hedge fund with a market strategy that ran counter to 
the views of many sophisticated investors. Simply put, to most investors (including ACA and 
IKB) the name Paulson would not have been significant even if it had been disclosed. 

The second assumption overlooks Goldman Sachs’ duty as a broker-dealer to 
keep information concerning its clients’ trades and positions confidential. As disclosed in the 
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Offering Circular, Goldman Sachs was the original protection buyer for the 2007-ACl 
transaction. The CDSs entered into by Goldman Sachs and Paulson were separate, albeit related, 
transactions from the 2007-ACl securitization. Indeed, the Staff argued on our July 28, 2009 
call that in computing Goldman Sachs’ profits it intended to treat the Paulson CDSs as separate 
transactions that did not offset Goldman Sachs’ profits on its CDSs with the SPV and ABN. 

Leaving aside the lack of logic or fairness of refusing to consider offsetting hedge transactions in 
computing profit, the Staff did recognize that the Paulson CDSs were separate transactions from 
those with the SPV and ABN. Given that the offering documents disclosed that Goldman Sachs 
might enter into just such transactions to convey to other parties the credit protection it 
purchased in CDSs with the 2007-ACl SPV, the Staff’s argument reduces to nothing more than 
Goldman Sachs’ failure to disclose the identity of one of its counterparty clients. 

Consistent with one of the fundamental ethical standards governing their conduct, 
broker-dealers do not have to disclose their clients’ positions or strategies to other parties with 
whom they engage in trades. The Commission itself recently described the obligation not to 
divulge client information as "one of the most fundamental ethical standards in the securities 
industry," noting that ‘‘[t)he duty to maintain the confidentiality of client information is grounded 
in fundamental fiduciary principles.” In re Thomas W. Heath, III, SEC Rel. No. 59223, 2009 
WL 56755, at *4 (Jan. 9, 2009) (affirming sanctions against former registered representative of 
member of national securities exchange who divulged confidential client information). 

Through the enforcement action being proposed here, the Staff would create a 
new disclosure obligation requiring broker-dealers to disclose the identities and positions of their 
counterparties or customers to other market participants. The creation of this obligation would 
greatly expand existing disclosure requirements, and would run afoul of the existing obligation to 
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maintain the confidentiality of client transactions. It should therefore be effected - if at all - 
through fonnal rulemaking rather than an enforcement action. 

CONCLUSION 

For the foregoing reasons, no enforcement action is warranted. 

Dated: New York, New York 
September 10, 2009 


Respectfully submitted, 


Richard H. Klapper 
Michael T. Tomaino, Jr. 

Christopher J. Dunne 
SULUVAN & CROMWELL LLP 
12S Broad Street 
New York, NY 10004 
(212)558-4000 

Aaomeys for Goldman, Sachs & Co. 
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FOU CONFIDENTIAL TREATMENT 
REQUESTED BY GOLDMAN. SACHS & CO. 


UNITED STATES OF AMERICA 
before the 

SECURITIES AND EXCHANGE COMMISSION 




In the Matter of ABACUS CDO ; 


X 


File No. HO-10911 


SUPPLEMENTAL SUBMISSION ON BEHALF OF GOLDMAN, SACHS & CO. 


Richard H. Klapper 
Michael T. Tomaino, Jr. 

Christopher J. Dunne 
Sullivan & Cromwell llp 
125 Broad Street 
New York, NY 10004 

Attorneys for Goldman, Sachs & Co, 
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UNITED STATES OF AMERICA 
before the 

SECURITIES AND EXCHANGE COMMISSION 




In the Matter of ABACUS CDO ; 

X 


File No. HO-1091 1 


SUPPLEMENTAL SUBMISSION ON BEHALF OF GOLDMAN, SACHS & CO. 

Goldman. Sachs & Co. (“Goldman Sachs”) makes this supplemental submission 

to respond to certain factual questions posed by the Staff during our September 15, 2009 meeting 
about the ABACUS 2007-ACl CDO transaction C‘2007-ACT’), as well as to provide additional 
observations with respect to the Suffs theory as it was explicated during the course of the 
meeting.' 


This submission is provided solely in connection with *e Staff’s consideration of 
possible action against Goldman Sachs, and is made without any admission that the 
conduct under investigation violated any laws, rules or regulations. Should the Staff 
decide to make any recommendation that varies in any respect from the issues and 
positions Goldman Sachs has addressed, we expressly reserve the right to revise this 
submission in accordance with Rule 5(c) of the Commission’s Rules Regarding 
Information and Other Proceedings, 17 C.F.R. § 202.5(c), and Procedures Relating to the 
Commencement of Enforcement Proceedings and Termination of Staff Investigations, 
Nos. 33-5310, 34-9796, 1972 WL 130244, at *1-2 (Sept. 27. 1972). Goldman Sachs also 
expressly reserves the right to object to the admissibility of this submission and those 
submitted by any other person in any subsequent proceeding. Finally, Goldman Sachs 
hereby asserts that this submission constitutes attorney work product and requests fliat 
(a) it be treated craifidentially and not as a waiver of any privilege or immunity 
production, and (b) pursuant to Commission Rule 83, 17 CF.R. § 200.83, diat this 
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L FACTUAL QUESTIONS POSED BY THE STAFF 

During the September 15, 2009 meeting, the Staff raised the following factual 
matters, which Goldman Sachs undertook to investigate and address: 

1 . The Staff inquired whether the 293 Baa2-rated securities from die 20)60007 
vintage included in the chart attached as Appendix 2 to Goldman Sachs Wells 
Submission included securities backed by “midprime" as well as subprime loans, 
and thus whether the performance of all subprime and “midprime” Baa2-rated 
RMBS differed materially from that of the Reference Portfolio. 

2. The Staff also raised the issue whetiier certain undisclosed criteria - such as 
average borrowe r FICO scores and g e ographical concen tration of loans - 
resided the ability ol ACA CapitaflVlsnagement lLCT'ACS’') to include inThe 
Reference Portfolio certain securities from within the cattgory of 2006/2007 
Baa2-rated RMBS backed by subprime and “midprime” mortgage loans, 

3. The Staff asserted its belief that in transactions marketed as having a portfolio 
selected by a Portfolio Selection Agent, other market participanB had disclosed 
the participation in the portfolio selection process of a party taking a short 
position with respect to the portfolio and cited the Auriga CDO, Norma CDO I 
and Sorrento 2006-1 CDOs as examples. 

We address these factual matters in sequence. 

A. The 293 Securities Described in Appendix 2 to Goldman Sachs’ Initial Submission 

Included “Midprime” RMBS. 

The 293 securities in Goldman Sachs’ summary of performance of subprime 
RMBS in Appendix 2 to Goldman Sachs’ Wells Submission included "midprime" RMBS. To 
gather the information set forth in the column labeled “Subprime Deals From 2006/1Q07’’ in 
Appendix 2, Goldman Sachs compiled data for all securitizations other than those classified as 
“prime” or “alt-A” by LoanPeformance. The 293 securities thus consisted of "midprime” and 


submission not be disclosed in response to any request made under the Freedom of 
Information Act, 5 U.S.C. § 552. 
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“subprime” securitizations’ As the Appendix (a copy of which is attached to this submission) 
illustrates, this universe of Baa2"rat6d, 2006/2007-vintage mid and subprime RMBS suffered 
losses that were materially similar to those of the Reference Portfolio, because nearly all mid and 
subprime RMBS of that rating and vintage - including those initially proposed by ACA without 
Paulson’s involvement - have performed poorly. 

B. The Portfolio Selection Criteria Were Fully Disclosed in the Offering Documents. 

At our September 15 meeting, the Staff asserted that criteria such as average 
borrower FICO scores and geographic concentration of loans restricted the ability of ACA to 
include in the Reference Portfolio certain securities from within the category of 2006^007 Baal- 
rated RMBS backed by subprime and “midprime" mortgage loans. 

Based cxi the record available to Goldman Sachs, the only evidence of criteria in 
addition to the limitation to 2006/2007 Baa2-rated RMBS backed by sub and midprime mortgage 
loans are draft engagement letters between Goldman Sachs and Paulson & Co., Inc. (“Paulson’ ), 
which contain additional criteria initially discussed by Goldman Sachs and Paulson prior to the 


’ The term “midprime” is used by Moody’s Investor Service, which defines “midprime” 
RMBS as having a weighted-average borrower FICO score between 625 and 700. 
“Prime” loans have FICO scores greater than 700: of the 222 RMBS issued in 2006 and 
the first quarter of 2007 and characterized as “prime” by LoanPerformance, only two had 
average borrower FICO scores less than 700, and in these two securities the average 
borrower FICO score was 699.73 and 696.36, resqrectively. Alt-A securitizations 
generally contain loans that do not fully meet the definition of “prime.’ The Federal 
Housing Finance Authority defines an "alt-A” loan as “[a] conventional single-toily 
mortgage made to a borrower who typically provides limited income or asset verification 
or no evidence of an employer. Such loans may have other non-standard underwriting.” 
Federal Housing Finance Authority, Mortgage Market Note 07-1 , available at 
http://www,fh6.gov/webfiles/1246/MMNOTE9607 .pdf (last visited Sept. 24, 2009). Of 
the 634 securitizations issued in 2006 and the first quarter of 2007 and characterized as 
“alt-A” by LoanPerformance, 1 1 1 had average borrower FICO scores of less than 700. 
The average borrower FICO score among these 1 1 1 securities, however, was 690.97. 
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selection of ACA as Portfolio Selection Agent.^ (See GS MBS-E-002755993-2756029.) As 
Goldman Sachs witnesses testified, however, these criteria were used to guide Goldman Sachs’ 
preliminary search for potential refaence securities. (Gerst Tr. 1 34-36; Tourre Tr. Vol. 1 , 47- 
49.) No formal engagement letter was ever executed, and Goldman Sachs has seen no evidence 
that the criteria listed in the draft engagement letters were ever conveyed to ACA. (Gerst Tr. 51- 
53.) Indeed, Mr. Tourre testified that the only criteria conveyed to ACA were diat the securities 
be 2006/2007-vintage, Baa2-ratcd and backed by sub or midprime loans. (Tourre Tr. Vol. 1 , 62.) 
Further, counsel for Paulson deleted the reference to these criteria in the last draft of the 
engagement letter. (See GS MBS-E-006 121092.) The record available to Goldman Sachs does 
not indicate that any restrictions were imposed on ACA’s selection process other than those set 
forth in the various term sheets, namely, that the portfolio would be comprised of 2006/2007- 
vintage, Baa2-rated mid and subprime RMBS. 

C. Market Practice Did Not Entail Disclosure of a Short Investor’s Participation. 

At our meeting, the Staff suggested that at least some market participants disclosed 
the involvement in the portfolio selection process of third parties that took short positions with 
respect to the CDO’s portfolio and referenced as examples the Auriga, Norma and Sorrento 
transactions. Respectfully, those examples are readily distinguishable, and we have identified no 
evidence of any such general market practice. 

^ The draft of the Engagement Letter dated Jam^ 3. 2007, lists six criteria disclosed in 

the Term Sheet, plus two additional criteria: (i) the value of collateral in the 
securitization must exceed $500 million, and (ii) at least 80% of the collateral should 
consist of adjustable-rate mortgages. (GS MBS-E-002756016.) The draft also limits the 
reference securities to those issued after March 1, 2006, while the Term Sheet refers to 
2006- and 2007-vintage securities. The Reference Portfolio, however, ccmtained eight 
securities issued in January and February 2006, one security with less than $500 million 
in collateral and 20 securities in which less than 80% of the collateral consisted of 
adjustable-rate mortgages. 
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Auriga, unlike 2007-ACl, is an actively-managed CDO transaction without a static 
Reference Portfolio. (Auriga Offering Circular at 200.) Its collateral manager is 250 Capital 
LLC, a subsidiary of Merrill Lynch & Co., the underwriter of the transaction. (Id. at 197.) At 
our meeting, the Staff made no reference to particular disclosures used in the Auriga, Norma or 
Sorrento transactions. Our own examination of the Auriga Offering Circular has revealed no 
relevant disclosures, but we have excerpted three provisions that the Staff may have had in mind. 

First, the Auriga Offering Circular discloses that an “Initial Preferred 

Securityholder”^ may take a position opposite that of the noteholders: 

Initial Preferred Securityholder may enter into credit derivative tra nsactions 
relatine to Reference OhUeatiom or Cash Collateral Debt Securitie s in the 
hauer's Bortfolio . On or after the Closing Date, the Initial Preferred 
Securityholder may enter into credit derivative transactions relating to Reference 
Obligations or Cash Collateral Debt Securities in the Issuer’s portfolio, under 
which it takes a short position (for example, by buying protection under a credit 
default swap relating to such obligation or security) or otherwise hedges certain of 
the risks to which the Issuer is exposed. The Issuer and Noteholders will not 
receive the benefit of these transactions by the Initial Preferred Securityholder 
and, as a result of these transactions, the interests of the Initial Preferred 
Securityholder may not be consistent with those of Noteholders. 

(Id at 55.) Goldman Sachs understands that the Initial Preferred Securityholder was Magnetar 

Capital LLC (“Magnetar”), but this information is not disclosed in the offering circular, 

Goldman Sachs does not know the extent to which Magnetar played a role in the selection of the 

Auriga portfolio, and this too is not disclosed in the offering circular. In fact, other than listing 

18 pages of “eligibility criteria” (id. at HS-ldl), which state in general terms what the portfolio 

may contain, the Auriga offering circular does not mention the contents of the portfolio at all. 


The “Initial Preferred Securityholder” was the purchaser of the Class H Notes, Class I 
Notes and the “Preferred Securities,” which were the three most subordinate classes of 
securities issued in the Auriga transaction. (Auriga Offering Circular at 1-3.) These 
three classes of securities were sold in a separate offering and are not described in detail 
in the Auriga Offering Circular. 
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Second, the Auriga Offering Circular discloses that the Credit Default Swap 
Counterparty. Merrill Lynch International (“MLI"). “is likely to seek to eliminate any credit 
exposure to the Reference Obligations by entering into back-to-back hedging transactions,” {Id. 
at 56.) This disclosure is materially similar to that stated in the 2007-ACl Offering Circular. 

{See GS MBS 00000 1 0 1 05 (“The Protection Buyer is not required to have any credit exposure to 
any Reference Entity or any Reference Obligation."); GS MBS 0000010127 (“[T]he Protection 
Buyer . . . may hold Iwig or short positions with respect to Reference Obligations . . . and may 
enter into credit derivative or other derivative transactions with other parties pursuant to which it 
sells or buys credit protection with respect to one or more related Reference Entities and/or 
Reference Obligations ").) 

Finally, the Auriga Offering Circular discloses that, in its capacity as Credit 

Default Swap Counterparty. MU may have conflicts of interest because the terms of the 

transaction permit it to determine when defaults of the Reference Obligations - events that 

trigger payment to it under the Credit Default Swap — have occurred: 

Conflicts of Interest of Credit Default Swap Counterparty . MLI will, in its role as 
Credit Defeult Swap Counterparty for all of the Credit Default Swaps, have the 
right to make determinations regmding the Reference Obligations (including a 
decision to give notice that a credit event or “floating amount event” has occurred 
and require the Issuer to make payments to it). In addition, MLI, as Credit 
Default Swap Counterparty to the Synthetic Securities, will have sole discretion to 
determine whether and when to declare a Credit Event and to deliver any notice 
that a Credit Event or a Floating Amount Event has occurred under a Synthetic 
Security. 

(Auriga Offering Circular at 69.) This disclosure, however, relates not to the selection of the 
reference securities but to the determination that certain credit events have occurred with respect 
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to them.® Moreover, Auriga’s structure is so radically different from diat of 2007-ACl that any 
attempt to analogize the two transactions would be futile. 

The Norma CDO, which also was an actively managed transaction underwritten 
by Merrill Lynch & Co., contained disclosures that were materially similar to those used in 
Auriga. (Norma Offering Circular at 56, 67.) We understand that Magnetar was die “Initial 
Preference Shareholder” ‘ for the Norma transaction, but this information is not disclosed in the 
offering circular. Similarly, we do not know whether Magnetar played a role in the selection of 
the Norma portfolio, and this too is not disclosed in the offering circular.'' 


* The 2007-ACl Offering Circular disclosed that Goldman Sachs, as Protection Buyer, 
would have certain conflicts of interest, including that it might enter into other 
transacticms that have an adverse effect on the reference securities. (GS MBS 
0000010126-10127.) 

‘ The “Initial Preference Shareholder” was the purchaser of the Class G Notes, Class H 
Notes and the “Preference Shares,” which were the three most subordinate classes of 
securities issued by the Norma CDO. (Norma Offering Circular at 1-3.) These thrre 
classes of securities were sold in a separate offering and are not described in detail m the 
Norma Offering Circular. 

’ The Norma CDO was the subject of a December 27, 2007 Wall Street Journal article 
entitled “Wall Street Wizardry Amplified Credit Crisis - A CDO Called Norma Left 
‘Hairbatl of Risk.”’ The article states that Norma was “[cjreated at the behest of an 
Illinois hedge fund” understood by “people familiar with the matter” to be Magnetar. 
Carrick Mollenkamp and Serena Ng. Wall Street Wizardry Amplified Credit Crisis - A 
CDO Called Norma Left 'Hairball of Risk, ’ THE WALL SntEET JOURNAL, Dec. 27, 2007, 
at Al. The article goes on to note that: 

Most [of the collateral was] not actual securities, but derivatives linked to 
triple-B-rated mortgage securities. Called credit default swaps, these 
derivatives worked like insurance policies on subprime residential 
mortgage-backed securities or on fte CDOs that held them. Norma, acting 
as the insurer, would receive a regular premium payment, which it wcaild 
pass on to its investors. The buyer of protection, which was initially 
Merrill Lynch, would receive payouts from Norma if the insured securities 
were hurt by losses. It is unclear whether Merrill retained the insurance, 
or resold it to other investors who were hedging their subprime exposure 
or betting on a meltdown. 

Id. (emphasis added). 
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Sorrento was a $67.4-million bespoke CDO transaction. Goldman Sachs has been 
unable locate the offering documents used in the transaction. In any event, the disclosure 
practices used in a $67.4-milIion offering cannot be said to reflect market norms for multi- 
biliion-dollar transactions aich as 2007-ACl . 

More fundamentally, if it were market practice to disclose reverse inquiries and 
participation by entities with long or short positions in selecting the reference portfolio, we 
would have expected to see many examples of that disclosure, because those activities were a 
regular feature of synthetic CDO transactions. Even the existing record reflects that ACA and 
DCB themselves offered views on reference portfolios in transactions in which they participated. 
We have confirmed with outside counsel experienced in the drafting cf CDO offering m^erials 
that market participants were well aware that participants in CDO transactions routinely provided 
input on selection of the portfolio securities, and that it was not market practice to disclose their 
involvement in the portfolio selection process. Goldman Sachs has no doubt that a fully 
developed record would reflect that both long and short investors often initiated transactions 
through reverse inquiries, and that they and other potential participants regularly expressed views 
as to, die reference portfolio’s composition. Market participants understood that those activities 
occurred, and in the end all were fully capable of analyzing the resulting portfolio and making 
their investment deciston on the merits of the portfolio. 

H. THE OFFERING MATERIALS DISCLOSED ALL MATERIAL FACTS. 

The September 15 meeting was very useful in helping us understand the Staffs 
evolving thinking. We appreciate the Staffs willingness to engage in an open and robust 
discussion of the issues, and take this occasion to offer several additional observations based on 
the additional insights gained as to the Staffs theory. 


Confidential Treatment 
Requested by Goldman Sachs 


GS MBS 0000024828 

PSI_QFR_GS03r5 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00364 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



361 


Footnote Exhibits - Page 2619 


Goldman Sachs had prepared its Wells Submission in response to the proposed 
charges as outlined in the Staffs Wells call and ensuing letter in early August, which appeared to 
highlight the role of Paulson, as well as ACA's apparent belief that Paulson was an equity 
investor. The Staff clarified at the meeting that its theory does not turn on disclosure of 
Paulson’s name or on anything unique to Paulson, but rather rests on the degree of participation 
by any entity in the sdection of a reference portfolio when the offering documents refer to a 
portfolio selection agent and the entity participating in the selection process intends to take a 
short position with respect to the reference portfolio. As we understand the Staff’s position, 
participation by that entity in that manner would have qualified the offering materials’ statement 
that ACA was the Portfolio Selection Agent, because that statement implied that the A^nt acted 
without input or comment from others in selecting the portfolio. 

With the benefit of this clarification of the Staff’s position, we revisit below 
several points we have previously made to sharpen our observations: 

t First, investors already understood and therefore required no disclosure that (i) a 
synthetic CDO transaction could not occur absent market participants absorbing 
both the long and short side of the exposure, and (ii) it is a regular aspect of the 
market for those participants to make reverse inquiries about transactions and 
express their views as to the reference portfolio. The reference to a Portfolio 
Selection Agent did not suggest otherwise or impliedly disclaim the normal 
interaction among participants in the transaction, and so needed no qualification 
as to die degree of investor participation in the process. (Section A) 

• Second, to the extent that investors took comfort in ACA’s role in selecting the 
Reference Portfolio, they received the benefit of ACA’s participation, because in 
the end the Portfolio was selecledby ACA, and no transaction could have 
occurred absent its approval. There can simply be no question as to ACA’s 
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satisfaction with the Reference Portfolio as it invested its own capital heavily in 
the transaction. (Section B) 

• Third, however the Reference Portfolio came to be, the sophisticated tetitutional 
investors in the resulting ABACUS private placement were well-equipped to 
perform their own objective analysis of the underlying assets, which turned on 
information equally available to all participants. (Section C) 

A. All Investors Understood That Synthetic CDO Transactions Emanate From 

Inquiries by Market Participants and That Those Participants Provide Input Into 
the Portfolio’s Composition. 

The Staff’s theory hinges on the proposition that investors assumed by virtue of 
the reference to a Portfolio Selection Agent that the Agent would operate alone and without input 
from otoer participants in the transaction, and that the transaction had emanated from Goldman 
Sachs rather than from a reverse inquiry. Respectfully, the very sophisticated participants 
involved in 2007-AC 1 knew differently, and required no disclosure regarding the role of 
participants taking a short position. 

These and other regular CDO investors were fully aware that a synthetic CDO 
transaction can occur only if there are market participants taking long and short exposure to the 
reference portfolio. They also understood that synthetic CDOs routinely arose as a result of 
reverse inquiries; indeed, they had themselves made such inquiries from time to time. For 
example, IKB’s own inquiry led to the initial ABACUS transaction. Finally, they were also fully 
aware that in synthetic CDO transactions, participants often express their views as to the 
composition of the portfolio; they had all expressed their views in such circumstances in fee past. 
Accordingly, they had every reason to assume that these same dynamics — participants shorting 
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the portfolio, reverse inquiries and interactions as to the portfolio composition - would exist in 
the case of 2007-AC 1 .* 

The reference in the offering materials to a Portfolio Selection Agent did not 
imply otherwise. The Staff expressed the view that such a selection agent presumptively 
assembles a portfolio without input from investors or reference to selection criteria, but provided 
no basis in industry practice or otherwise for such a presumption. Certainly there was nothing in 
the offering materials that so suggested.’ All those materials said was that this agent would 
select the ultimate portfolio, subject to disclosed criteria, and even under the Staff’s theory there 
cannot be any question that ACA made the selections. That ACA had input from interested 
participants does not diminish its exclusive authority to select the portfolio, its thorough review 


Goldman Sachs does not understand the Staff to contend that it should have disclosed the 
participation of ary entity that intended to take a short position, no matter how little that 
entity had participated in the portfolio selection process. Further, customary market 
practices do not generally have to be disclosed to investors. See In re Worlds of Wonder 
Sec. Litig., 35 F.3d 1407, 1417-18 (9th Cir. 1994) (common industry practices require no 
disclosure). 

The offering circular described the role of the Portfolio Selection Agent as follows; 

The Portfolio Selection Agent will, pursuant to the terms of the Portfolio 
Selection Agreement, (a) select the Initial Reference Portfolio and (b) 
have the right to review the calculations of the Credit Default Swap 
Calculation Agent and the Trustee ai any Determination Date. The 
Portfolio Selection Agent will not be responsible for producing or 
providing reports, notices or other information relating to the Notes or the 
Reference Portfolio. The Portfolio Selection Agent will not provide any 
other services to the Issuer or act as the “collateral manager” for the 
Collateral. The Portfolio Selection Agent will not have any fiduciary 
duties or other duties to the Issuer or to the holders of the Notes and will 
not have any ability to direct the Trustee to dispose of any items of 
Collateral. 

(GS MBS 0000010178.) The Portfolio Selection Agreement gave ACA the 
authority to select the Reference Portfolio, and said nothing about whether ACA 
would act with or without input from third parties. {See GS MBS-E- 
0003639016.) 
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of each security included using its proprietary analytic models, and its complete satisfaction with 
the resulting portfolio as evidenced by its investment of its own cash in the deal. 

We also pause to consider precisely what the additional disclosure advocated by 
the Staff would say. Based on our discussion at the Sejxember 1 5 meeting, Goldman Sachs 
understands that the Staff apparently has in mind the addition of a disclosure such as the 
following; 

The Portfolio Selection Agent may, from time to time, receive recommendations 
as to the content of the Referonce Portfolio from third parties, including third 
parties whose interests are adverse to those of the noteholders. The Portfolio 
Selection Agent may cratsider-and accept or.reject.such recommendations, with 
the result that any or all of the Reference Obligations may have initially been 
proposed by such third parties, and that Reference Obligations originally 
proposed for inclusion by the Portfolio Selection Agent may be deleted from the 
Reference Portfolio. Investors should review the list of Reference Obligations set 
forth herein and conduct their own investigation and analysis with respect to the 
creditworthiness of each Reference Obligation. 

Such a disclosure would provide a potential investor with no information the investor did not 

already know, since the dynamics described represented a regular course of dealing in the 

market. A disclosure more narrowly tailored to the facts of the 2007-AC 1 transaction would 

convey even less. For example, a potential disclosure of die discussions at issue here might read: 

The Portfolio Selection Agent has received recommendations as to the content of 
the Reference portfolio from third parties, including a third party that intends to 
take a short position with respect to the Reference Portfolio (the “Third Party”). 

The Third Party initially suggested 123 securities to the Portfolio Selection Agent. 

The Portfolio Selection Agent evaluated these 123 securities, rejected 68 of these 
securities, accepted 55 of these securities and proposed an additional 31 
securities. The Portfolio Selection Agent later proposed an additional 26 
securities. Goldman Sachs requested that two of the proposed securities be 
rejected, and the Portfolio Selection Agent suggested three replacements. After a 
meeting between the Portfolio Selection Agent and the Third Party, the Portfolio 
Selection Agent circulated a spreadsheet of 100 securities, including the securities 
that the two parties Had agreed upon, as well as several additional securities. The 
Third Party requested removal of eight of these securities and Goldman Sachs 
requested removal of two other securities. The Third Party then circulated a list 
of 90 securities. The Portfolio Selection Agent requested removal of 3 securities 
and proposed 1 1 alternative securities, 3 of which were agreed upon by the Tliird 
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Party. The parties than fiirther discussed the substitution of a handfii! of securities 
and settled on the final portfolio. 

The bottom line is that no amount of disclosure would change that the very 

sophisticated investors already knew that some entity or entities by necessity had to take a short 

position, and that any and all participants - including themselves - might express their views as 

to the reference portfolio. None of these descriptions contains any concrete, analyzable 

information that might educate the sophisticated institutional investors that typically purchase 

synthetic CDOs. Regardless of who selected them, the offering documents for each of the 

reference securities disclosed detailed information on their underlying assets, as required by 

Regulation AB. It is this concrrte information on the assets - not the economic interest of the 

entity that selected them - that investors could analyze and use to inform their decisions.'” 

B. ACA Selected the Reference Portfolio, and the Offering Documents Properly 
Described ACA as Portfolio Selection Agent. 

The Staff questioned at times during the September 15 meeting whether ACA 

actually selected the portfolio. The record in this investigation is clear that the overwhelming 

majority of the securities were identified by ACA. Of the 90 securities in the Reference 

Portfolio: 

• 47 were among the 55 selected by ACA ftom the 1 23 securities initially sent to 

ACA (.see GS MBS 0000010274-10277; GS MBS-E-0079881 51 -0079881 52), 


At the September 15 meeting, the Staff stated that it had asked some market participants 
whether they would have wanted to know prior to investing in a securitization that a 
participant in the portfolio selection process intended to take a short position, and that 
these market participants stated that they would have wanted to know this information. 
Leaving aside whether these market participants could truly and objectively recall - 
without hindsight - what they thought was material given the market conditions prevalent 
in 2006 and early 2007, it is unlikely that an informal survey, without reference to the 
specific, detailed information provided to investors here, would yield meaningful 
responses. 


Confidential Treatment 
Requested by Goldman Sachs 


- 13- 


GS MBS 0000024833 

PSLQFR_GS0380 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00369 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



366 


Footnote Exhibits - Page 2624 


• 1 9 were among the 3 1 initially recommended by ACA for its first portfolio of 86 
securities (see id.), 

• 2 1 were initially recommended by ACA later in the process (see GS MBS 
0000010274-10277; GS MBS-E-003026086; GS MBS-E-003838442-3838443; 

GS MBS-E-002444961-2444962; GS MBS-E-003740868) and 

• 3 were initially recommended by Paulson (see GS MBS 0000010274-10277; GS 
MBS-E-003740868; GS MBS-E-007974382). 

The record is equally clear that, regardless of who proposed or commented on any 
particular security, in the end. ACA carefully analyzed every security, and ACA alone selected 
the final portfolio and underscored its satisfaction by investing its own money. Only ACA had 
the authority to select and approve the Reference Portfolio; certainly Paulson had no such 
authority. If investors took any comfort from ACA’s role as Portfolio Selection Agent, they got 
precisely what they were expecting. 

C. Investors Had All the Objective Information They Required to Make an Informed 
Investment Decision. 

As Goldman Sachs noted in its initial Submission, what mattered to investors - 
particularly the sophisticated institutions that invested here - were the details of the Reference 
Portfolio. Every investor was simply applying its own broad directional bet on macro-economic 
and housing trends to a portfolio of securities. That objective portfolio information was entirely 
static and involved no corporate inside knowledge. Regardless of how the Reference Portfolio 
was selected, the offering documents comprehensively described each individual asset backing 
the securities. Nothing about the selection process affected the inherent value or risks of the 
resulting Reference Portfolio. And nothing stopped any investor from adjusting its risk tolerance 
to the extent that its economic outlook and view of the housing market changed. 
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Knowledge that a participant in the portfolio selection proces intended to short 
the portfolio - especially in a synthetic CDO, where there must always be participants shorting 
the portfolio - would not alter the “total mix” of information available, given the extensive, 
objective disclosures present here. Bask, Inc. v. Levinson, 485 U.S. 224, 231-32 (1988). 

Regulation AB’s objective disclosure scheme reflects as much, see, e.g., 17 C.F.R. §§ 229.1102, 
229.1 103, 229.1 105, 229.1 1 1 1, and the Staff has not suggested what- if any -additional 
analysis a description of the portfolio selection process would have permitted investors to 
perform on the underlying assets. 

in. THERE IS NO BASIS FOR ALLEGING THAT GOLDMAN SACHS ACTED 
WITH SCIENTER OR INTENDED TO MISLEAD ANYONE. 

While the September 15 meeting included a robust discussion of materiality, the 
issue of scienter was never raised. Although we are therefore hopeful that our Wells submission 
was sufficient to dispel any continuing consideration of charges requiring seienter, out of an 
abundance of caution we conunent briefly as to this issue as well. 

We respectfully believe that the Staff has at most shown that ACA may have been 
confused about the role of Paulson. But nothing in the record establishes that anyone at 
Goldman Sachs intended to mislead ACA, and the drafts of the offering materials Goldman 
Sachs provided to ACA expressly indicated that the first loss tranche was “N/A,” rather than 
identifying Paulson as the investor. The notion that ACA was misled into believing that Paulson 
was an equity investor is in all events difficult to reconcile with the Staff's theory that Paulson 
proposed weaker securities to ACA, a trend that would have caused a market participant with 
ACA’s deep knowledge to question Paulson’s true interest. 

Nor is there any basis to suggest that Goldman Sachs would have intentionally 
jeopardized its own reputation and relationship with established customers and counterparties. 
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This transaction at the time was just one of many in the maiketplace, and because it was a 
synthetic CDO, Goldman Sachs had no inventory of securities that it would need to dispose of if 
the transaction did not close, or any othtx reason to proceed with a transaction that could 
potentially damage its reputation or relationships. Goldman Sachs had no reason to mislead 
anyone. 

CONCLUSION 

For the foregoing reasons, as well as those set forth in the Submission of 

Goldman, Sachs & Co. dated September 10, 2009, no enforcement action is warranted. 

Dated; New York, New York 
September 25, 2009 


Respectfully submitted, 

Michael T. Tomaino, Jr. 

Christopher /. Duime 
SUUJVAN & CROMWEU. IXP 
125 Broad Street 
New York, NY 10004 
(212) 558-4000 

Attorneys for Goldman, Sachs & Co. 
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MEMORANDUM 



To: Mortgage Capital Committee 

From: Jonathan Egol 

David Gerst 
Jordan Kaufman 
Darren Thomas 
Fabrice Tourre 
Geoff Wniams 
Shin Yukawa 

Cc: Armen Avanesslans 

Robert Berry 
Justin Gmelich 
Margaret Hofen 
Bill McMahon 
Bunty B<rfira 
Slim Bentami 
Josh Bimbaum 
David Lehman 
Peter Oslrem 
Matt Schroeder 
Mike Swenson 
Mike Turok 
Steve Elia 
Glade Jacobsen 
Rob Leventhal 
Darren Littlejohn 
Mary Marr 
Mitch ResnIck 
Date; March 12. 2007 

Re: ABACUS Transaction sponsored by ACA 

i. Introduction 

The anjctured Product Correlation Trading Desk Is correnUy structuring a syrrthetic CDO, ABACUS 2007- 
AC1 CACr. or the Transaction’). AC1 will reference a $2 bllUon static portfolio corislsting entirely of 
B882-rated midprtme and sul^rime RMBS <such portfolio, the ’Reference Portfolio’), ACA Caf^al 
Management (the ’Portfolio Selection Agent*), will be the portfolio selection agent for the transaction. The 
Desk will distribute on a best efforts basis the super senior through A/A2 layers of credit risk of AC1 {such 
risk layers, the Targeted Tranches’), and consistent with prior ABACUS transactions. Goldman wHl act as 
protection buyer In connecUon with the Transaction. SknuRaneously with the distribution of AC1 . Goldman 
will wite protection on the Targeted Tranches to Paulson Credit Opportunities Master Ltd. CPaulson*). 
Goldman will recelw an uf^ront premium from Paulson for distributing risk at or within specified Srtke 
spreads. Through ttils arrangement, Goldman is effectively working an order for Paulson to buy 
{WotecUon on spedfic layers of the AC1 capital stmeture at or inside specific spread levds. 
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Several additional key aspects of the AC1 transaction Include: 

■ -nre tranches offered in connecUon wltti AC1 (other than the super senior tranche, vihioh is 

to bo executed privaidy through one or more supersenior swaps) are Intended to be distributed 
broadly to suitable investors through the Stniolured Products Syndicate Desk. 

■ This win be the hist ABACUS transaction in which a portfolio selection agent has been appoint^. 
There have been three prior ABACUS transactions that were nghOy-managed by a JW 

being ABACUS 2005-CB1, which priced In November 2005, the second being ABACUS 2008-NS1 
whIrS priced In July 2006 and the third being ABACUS 20O6-HGS1 , which pricerl In Novernber OTO^ 
We wqject ttie strong bram^name of ACA as well as our market-teadlng position in synthetic CDOs of 
stntctured {^ucts to result in a successful offering, 

■ Goldman Is not talUng any warehouse risk In this transadlon. The umleriylng portfolio vrfll not te 
ramped In the CDS market Goldman is solely worWng as agent and but retains the option to 
underwrite the risk as principal. 

■ AS described below, we proled the profitability of the transadlon to be between $1 5 ^on and ^ 
million, depending on the amount of COO tranches distributed, and the levels at which those CDO 
trenches are distributed at 

■ We do not expert ttie transaction to result In the creation of additional EITF 02-3 balances, as the 
tranches that are distributed will be Immediately be crossed to Paulson, resulting In no retained 
unobservarte tranrttes on the dosing date. 

We are pursuing mis transaction for the following reasons: 

• Partnering wfth ACA on mis Innovative, franchise-building transaction will enhance (wr 
position In me martcel for stnirtured product synthetic CDOs. We expert that ^^[® 

Portfrtio Srtertion Agent will broaden me investor base for this and future ABACUS offerings. 

■ As described above, upon execution of the Olstrlboted Tranches. Goldman vriB simultaneously sell 
protection on such COO tranches of me Reference Portfolio to Paulson for a J®®. 

on the notional amount me COO tranche executed and the spread it jxearted at Thte formrt 
therefore enables Goldman to work as agent on a best efforts basis, vrim the abilrty to principat any 
layer of risk of the T ransartion. 

■ This trensacUon vril! enhance Goldman's franrttise as a leading firm in me synthetic structured 
p^urt COO sector. 

We expert to price me Transaction by me end of Marrti, and dose by the end of April. 

Given me franchise value and Innovative nature of this (ransartion. as well as me potential lo benefit the 
overall structured products business, we request the Committee's approval to execute the proposed 
synthetic CDO. 


il, Tfansaction Overview 

A Cayman's special purpose vehlde will be established for me sole purpose of issuing approximately 
$700 million of Notes (such special purpose vehide, me 'Issuer'). 

The issuer will enter into a COS wHh Goldman to wite protection on me mezzanine layers of risk of me 
Reference PoifloHo. Under the CDS. the Issuer wB write protection to Grtdman covering cumulative 
losses between 10.00% and 45.00% of me notional amount of the Reference Portfolio. The Issuer’s 
obHgaBons to Goldman under the COS w8l be collateralized by triple-A securities selected by Grtdrnan. In 
return ft>r mis credil prelection. Goldman win pay a stated premium equal to the periodic administrative 
expenses of the Issuers, the spread over LIBOR on me outstanding classes of Notes and the portf^o 
sd^on fees accrued actual/360 and paid monthly on me outstanding classes of the Notes. The 
sUurture is described in more detail in the Appendix. 

V\te Intend to separately purchase credit default swap protection from one or more suitable counterparties 
approved by Credit on the super senior 45% to 100% risk layer. The Desk has been in diswsslons wrth 
ACA arKl AMBAC lo transact on this supersenior tranche at a level of approximately 40bps. The structure 
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and margin temis of such exposure wiU be reviewed and approved by Le^a! and Credit prior to execuUort 
of such fxlvate C08 trades. 

The expected Issuance Is summarized belovir; 


Tranche 

Notional 

Amount 

($MM) 

Loss Exposure 

ACA 

Selection 

Fees^’ 

Expected 

Ratings 

(Moody’s/S&P) 

Target Investors / 
Distribution 

Super Senior 

1,100.00 

45.0i«fe- 100.00% 

NA 

Not Api^cat^e 

ACA, other hedge 
hinds, monoBnes 

Class At 

200.00 

35.00% - 45.00% 

0.250% 

Aaa/AAA 

S^icated Tranche 

Class A2 

180.00 

21 .00% -35.00% 

0.250% 

Aaa/AAA 

Syndicated Tranche 

Class B 

60.00 

18.00% -21 .00% 

0.500% 

Aa2/AA 

Syndicated Tranche 

Class C 

100.00 

13.00% -18,00% 

0.500% 

Aa3/AA- 

Syndicated Tranche 

Class D 

60.00 

10.00% -13.00% 

1.000% 

A2/A 

Syndicated Tranche 

First Loss 

200.00 

0.00%- 10.00% 

NA 

NR/NR 

Not Offered 

Total 

2.000.00 





“W"'We exD^ to buy protoetton on the super sentor tranche of fhe AC t transaction bom one or more suiane wHjfHe.p«ii 


super scnkr trade wkjW be enecotsd in the formef aprtratooerft defauHawaptransactloa 
~ AOA earn potBoSo s«l«h!n l«« aseniixl BcnuinoO and paid mortWy on me MsuinOlng nominal amoonl (aa loOiicaO from 

time-to-Ume by emortbia^ or credB losses) of Ute Notes as set taUt above. 

we expect on tlie closing dale to Issue up to $700 million of Notes as summaiizod in the table above. All 
Of the Notes vrill be rated by both S&P and Moody's. 

we intend to target suitable staictured product investors who have previously ^rtidpated ACA- 
managed cashflow CDO transactions or who have previously participated In pnor ABACUS transactions. 

The Notes will have a legal matuiity of 30 yeare. However, the expected o«rago me of the Nrtes wsn be 
between 3 and 5 years. Goldman shall hove the option to temnlnate the CDS and cause one of nib™ 
classes of Notes to be redeemed on any payment date occurring on or after 2 yeare lollowing the dosing 
date. 

The Reference Portfolio has been selected and mutually agreed upon by ACA and Goldman. Following is 
a summary of the Reference Portfolio characteristics expected to pertain as of the pricing date: 

■ 90 equally*slzed Reference Obligations, $22.22 million notional per name. 

■ each Reference Obflgallon Is a midprtme or subprime RMBS obllgaUon. 

■ All of the Reference OWlgatJons vrare Issued after January 1 , 2006. 

■ Each Reference OWlgaiion has an actual rating by Moody's of •Baa2". 

Pursuant to a portfolio selection agency agreement that ACA will enter Into on the Closing Date witti the 
Issuer ACA will select the Initial Reference Portfolio. Following the Closing Date, the Referenw Portfolio 
will remain static, and no discretionary removals, substitutions nor reinvestmerrts wrill be permWed. 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-005974544 
PStQFR_GS0387 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00376 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



373 


Footnote Exhibits - Page 2631 


Ml. ACA's role 

ACA CapRal Managemenl (Mie “Portfoflo Selection A^ent*), will be the portfolio seiecMon agent tew the 
uansacOOR. ACA has elected a Reference Portfolio ol 90 Baa2 rated RMBS rAHgations for the 
Transar^on. ACA has approximately $18 billion of assets in 22 COOs under management. ACA currenUy 
emi^ys 30 fufl-tlme profes^onals are dedicated to the COO asset management bu^ness a^ is 
acilve in botfi the cash and synthetic sUuctured product maritets. We ejqject to leverage ADA's crediMIty 
and frant^^ to help distribute this Transaction. 

The financial guarantee In^rranoe company arm of ACA has also indicated its interest In participating as 
li^ taker at the supersenior level of the capital structure. ACA has indicated that tfiey would have Interest 
In wilting protwSlon on the 45% - 100% supersenior tranche of the Reference Portfolio at a spread of 
approximately 40bps. This level does not Indude imermedialion costs that will Incurred in order to be 
able to hedge the ACA (xiunteroarty ri^ We expect tfie cost of wch intermediation to be 1 0bps p.a. The 
Desk is still wortong on Idenll^ng counterparties that will be able to take ACA*s counterparty risk. 

IV. Paulson's role 

Paulson is a large macro hedge fund that has taken direcOohal views on the subprime RMBS markd for 
the past few months.. In 2006 the Desk wothed an order for Paulson to buy protection on a supeisenlw 
tranche off a portfolio sbnllar to die Reference Portfolio selected by ACA, and the AC1 Transaction Is 
another mean for Paulson to accomplish their trading objective: buying protection in tranched format on 
the subjxime RMBS market 

The Desk expects to enter over the next few days Hilo a letter agreement with Paulson. U^er such 
agreement, Goldman wfl vrortc an order for Padson to buy protedlon on specific layers of the AC1 capi^ 
stnicture (such layers, the 'Targeted Tranches') at or inside specific spread levels (the '^156 Spreads^ 
If GoiiHrian succeeds in placing a given Targeted Tranche made the related Strike Spread, Goldnian w 
receive from Paulson a fee on the notional amount of such Targeted Tranche distributed. Such fee wii 
have a floor component (the ‘Minimum Fee Rate*) and an upside sharing component, ^er which 
GaWman will share with Paulson any execution delivered at levels tighter than the Strike Spreads. 

Using reasonable pricing assumptions for the super senior end the mezzanine layers of risk as 
below. In conjunction with the Strike Spreads that vro expect to negotiate with Paulson, we project the all- 
in profit for this transaction to be between $1 5mm and $20mm. 



Expected 


Expected 


Ratings 

Strike Spread Pricing Spread 

Tranche 

(Moody's^&P) 

(* <>■»■) 

(’* pj) 

Super Senior 

Not Appiicatte 

0.95% 

0.50% 

Class A1 

Aaa/AAA 

L+1.25% 

L+1.00% 

Class A2 

Aa a/AAA 

1+1.50% 

L+1.25% 

Class B 

A82/AA 

t+2.40% 

L+1.75% 

Class C 

A33/AA- 

L+2.90% 

L+2.50% 

Class D 

A2/A 

L+5.75% 

L+5.00% 

First Loss 

NRflSR 

NA 

NA 


V. AccQuntfnfl Treatment 

With respect to Goldman’s accounting treatment. ACl has been reviewed and approved by Mary Marr In 
Accounting Poficy, and the transaction contains the same structural provl^ons vrfileh were approved by 
Accounting Policy for the prior ABACUS transactions. In particular, given that the junior-most dass of 
notes Ifrddbhlrtfnsaction is exposed’to the subslanttal-majoilly of- expected losses- in the structure and 
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ttte expectation Uiat Goldman writ! not purchase any of the junior-mod dass of notes. Accounting Policy is 
comfwtatte tha Goldman would not t» required to consolidae the transacdon. SImBar to the prior 
ABACUS transactions. ACI uses Ute so-called Benefidai Intered Exchange fBIE”) OfMon structure 
apftfoved Accounting Policy which permits Goldman to sell the Wtiai triple-A crtlaterai to the l«uer at 
fair market value without requiring Goldman to consolidate the transactlw. The 8IE Option allows 
noteholders to substitute the trIple-A collateral securities held by the issuer with other eligible securities of 
their choosing. dJbjeci to approval of Goldman (such approval not to be unreasonaWy vwthheld). 

Mary Mart in Accounting Policy has reviewed and approved this aspect of the transacUcHi vrith re^jecl to 
regulatory and accounting condderabons. To the extent Goldman was to purchase Notes on the Closing 
Date, further review might be required to confiim the FIN 46 and FAS 140 analysis of this transaction. Tim 
Saunders has received this memo and will sign off on the legal condderatlons prior to fxidng. 

PSL recognition and valuation adjustments for ABACUS transactions wH! follow the valuation adjustment 
policy as approved by Brian Lee and Rob Leventhal In Controllers. As noted above, we exped to have hill 
capital dructure |»1c8 observability on the pridng date. 

The CDS transacUon win be marked to market, and P&L will be recognized reflecting observable spread 
movOTients on the reference obligations. For example, a general vridenlng of spreads, holding Implied 
correlabon consent, would resuH in the recognition of a gain on the transaction, and conversely a general 
tightening of spreads vreuld reailt In the recognition a loss. Spreads on the reference obligations wll be 
marked to market by the secondary traders responsible for cash and syntheUc trading of such securities, 
and will be subject to price verification by Contrdlcis. However, so long as Goldman’s offsetting credit 
default swap trades with Paulson remain outdanding, Goldman should remain mark to market neubd 
following any such spread movements. 

VI. Model and BooMna Policy 

There is not yet an Indudry dandaid model for ABACUS type transactions. FICC Strategies have 
developed and Derivatives Analysis has approved a prldrrg model and tradaWe infradructore speclficalfy 
fw the ABACUS CDS transactions which are In compliance with Rim poBcy. The model reflects the 
economic and legal structure of the reference obligaUons. the specialized credit events and seWement 
mechanisms ap^icabla to the ABACUS CDS transactions, and a correlaUon framework for the drudured 
product portfolios referertced In the ABACUS COS transactions. This ABACUS COS model is fully 
consident with the pricing model and Infrastructure which has already been put in place for single-name 
credit default swaps on structured proSucts. No model waiver will be required for this transaction. 

As with the prior ABACUS transadions. the issuance of Notes will require the relevant Goldman affiliates 
to enter Into a new basis swap and a new collateral security put. These aspects of the ABACUS structure 
, are described in more detail in the Appendix. FICC Strategies has recently developed a pridng model for 
the basis swap and the put options for ABACUS trades. tWs model has been blessed by FICC 9rategles. 
approved by Derivatives Analysis and affirmed by Model Control. 

VH. Strengths / Issues to Consider 
Strengths 

■ Franchise: This transaction is e new and innovative transaction for Goldman Sachs and the CDO 
market; it is the first ABACUS transaction using a PoitfoBo Selection Agent, using an attractively 
structured reference portfoRo of 8aa2 mWfxime and subprime RMBS obligations that will be 
aw^ealing to investors, in a challenging market environment. This transaction addresses the 
objectives of multiple dients of the firm: It helps ACA increase their assets under management atwl 
ttieir ree income; it enables Paulson to execute a macro hedge on the RMBS market; it off^ to COO 
investors an attractive product relative to other structured credit products available In the market. Our 
aWBty to structure and execute complicated transactions to meet multiple cflert’s needs and 
objectives is key for our franchise. 

■ Attractive Rlsk/Retum Profile; Goldman Is not taking any warehouse risk in this transaction. No 
underfying ri^ Is ramped before the execution of ACI . and Goldman’s profits come directly from the 
purchase of credit protection on tranches of an RMBS portfolio (seleded by ACA) from the CDO 
tnarket-and simultaneous re-offering of-such protectiorr- under the same- terms for-a-prs-negotl^ed 
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premium that will be payable by Paulson. Goldman ts Uierefore acOng as agent, but retains the 
option to principal this AC1 transaction. 

■ Estabiisdi Leadership in Growing Madcet Segment Exeorilng this transaction and othere like it 
helps position Gtrfdman to compete more aggressively In the growring market for synthetics vwitten on 
stnidured products. 

■ Profit Assumirtg distrilnitlon in, fafl of Ihe super senior through ’A2/A’ trandtes this transaction Is 
expected to generate, after fees and expenses, between $1 5 and ^0 million in P&L. 

Issues to Consider 

■ Potential Confficts of Interest ARhough the reference portfolio has been seleaed by AC1 as 
portfolio selection agent, as In all the ABACUS transactions Goldman is acting as principal as a 
protection buyer in these transactions (as well as taking other principal roles summaittal in the 
Appendl30. TTie transadion disclosure rrotes ihe various capacities in which Goldman enftles act as 
counterparty to the transactions and the risk factors section notes ihe potential for conflicJs of interest. 
As wth prior ABACUS transactions, we receive advice of outside counsel (McKee Nelson) regarding 
disclosure In ABACUS securities offerings and ail such disclosure will be reviewed and approved by 
Tim Saunders in Legal. 

■ Expense and Protection Cost The AC1 transaciion will entail non-refundafale upfront ej^enses 
which are expected to be paid from an upfront expense payment made by Paulson to Gokbnan 
mifsuarrt to the tetter agreement e;g>ected to be entered Into between Goldman and Paulson as well 
as ongoing protection costs (Inclusive of portfofio selection fees paid to ACA) that will matc^ the 
ongoing protection costs payable by Paulson to Goldman under our credit defaidt swaps with 
Paulson, 

■ Distribution C«tn!balizat1on: This transaction vAW be appealing to the same type of investors who 
tradiUonally purchase mezzanine ABS CDOs. The firm Is currently prioritizing the sale of ABS CDOs 
for which the risk has already been aggregated vs. CDOs that have not been ramped. For this 
reason the AC1 transaction is only being showed to accounts that have already decfined to 
participate In other ABS COO transactions where Goldman has taken warehouse risk. 

■ Contingerrt Market Value Risk on Collateral Securities: Simflarto the prior ABACUS transactions, 
in ihe event that some or all of the collateral securtties need to be liquidated to fund protection 
payments to Goldman under the credit default swap, or to fund certain other principal payments on 
the notes. Goldman will be exposed to the risk that such collateral securities have a market value less 
than par at the time of liquidation. This risk is mitigated somewhat by Ihe facts that (1) the collateral 
securtties win be triple-A floating rate structured securities selected by Goldman. (2) Goldman may 
select the particulaf securities to be liquidated and thus may select the securities expected to trade at 
or above par at such time and (3) only a relatively small amourrt of securtties are expect^ to be 
liquidated at any given time. The exception to this third point is the case of optional redemption, which 
is entirely at Goldman’s discretion. 

■ Accountirrg: We do not expect any consolkJation issues with respect to this transaction. P&L 
recognition, valuation adjustmenl poBdes and Infrastructure/conirrt enhancements are continuing 
subjects of discussion with Brian Leo and Rob Levenlhal in Controllers. 
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Vlli. Anoendix; Structural Summary 

The Issuer wffl enter Into a CDS with GSCM (as protecUon buyer), as well as several other herding 
iransectlons v4th other Goldman entities as described below. Under Uw CDS. the Isajer will be obligated 
to pay GSCM for aedit tosses ei^rienced on the Reference PortfoRo to the extent a relevant tranche is 
impaclaj by «ich losses and the Issuer has sold protection to Goldman undw the CDS on ajch tranche. 

In exchange fw the protecUon payments. GSCM vriti be oWigated to pay a ^ed running premium to the 
issuer, v^ich shall be used to make Interest payments under the notes. 

No Goldman entity shall be required to own or be ottrerwlse exposed to any of the reference oWlgaUons 
as a condtUon for payment under the CDS. 

The CDS vrfi! be cash settled immediately upon satisfacUon of conditions to settlement after a credit 
event. /Ml credit events and related settlement mechanics are consistent with the current fonn of the 
Standard Terms Supfiement for a Credit Derivative Transaction on a Mortgage- Backed Security vrfth 
Pay-Z^s-You-Go or Physical Settlement (Fonn 1) (Dealer Form) and Fonn of Conflnnation. 

The Notes will be collateralized by relatively liquid triple-A structured product securities (none of which 
shall be issued by the same issuer as any reference obligation). GSCM (as protetdion buyer) will have the 
right to select the collateral securities, sul^ect however to several constraints specified in the Offering 
Ciixailar Note that selection of high-quality coBaleral is generally in Goldman's int^esl and that In this 
respect our incentives are largely aligned with that of Noteholders. The coHaterat securities will be 
review^ by Credit prior to dosing. 

GSMMDP will enter into a ba^s swap with the Issuer, under which the accrued Interest payments on the 
collateral searrities (which bear interest at rates Indexed to LIBOR) will be paW to GSMMDP and 
GSMMDP shall pay the related Issuer LIBOR flat. NolehoWers will bear the credit risk of collateral 
security non-payment, as failure of the Issuer to pay the accrued coupons on the collateral securitl^ to 
GSMMDP will be an even! of default under the notes, and GSMMDP will not be requii^ to corrtnue 
payments under the basis swap. Amounts owed to GSMMDP under the basts swap will be senior to 
payments due under the notes. The combination of the LIBOR index payments by GSMMDP and ttre 
CDS premium by GSCM wIB always equal the sum of ongoing expenses of the Issuer and interest 
parents under the Notes. 

The rating agencies require that noiehoWers be protected against market value declines In the collateral 
securities, In the event that collateral must be liquidated to fund (1) cash settlements to GSCM, (2) 
amortization of the Notes (ottier than a marrdatory early redemption), or (3) an optional redemption of the 
Notes if GSCM exercises its termination option under the CDS. 

Goldman. Sachs & Co. (as collateral disposal agent) win select which collateral securities are to 
liquidated in each case above, and will be responsible for determining In good faith the strategy Oh its 
commerdatly reasonable dlscretlorr) likely to achieve the highest proceeds for the collateral securities to 
be liquidated. 

In the first circumstance (cash settlements under the COS). Goldman will bear ihe risk that the collateral 
has declined In value. When a loss amount Is determined, a commensurate face amount of collateral will 
be liquidated, and GSCM under the CDS will only be entitled to receive such proceeds received on such 
liquidation. 

With respect to ttie other two circumstances. GSI (as put prowdei) shall be required to buy the collateral 
securities lo be liquidated at par, if GS&Co. (as collateral disposal agent) is unable to obtain a price in the 
market of at least par. 

In the case of optional termination, the put is not really a to Goldman, since our decision to terminate 
the transaction ^11 by definition include both the value of the CDS termination and the value of the 
collatwal ^curitles. We view the put more as a modest reduction In the value of our option to terminate 
the CDS. 

We believe the put risk arising from amortization of the notes (other than in connection with Goldman 
terminating the CDS) is wnall for the foOowing reasons: 

■ TTie notes cannot begin to amortize until after the wiper senior notional has been reduced to zero. We 
do not e xpect a n y of th e Notes to receive any printipal payments for at least 4.0 years under base- 
case'p^’ritterif assurfTj^'ons. 
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■ The amount of coflateral required to be liquidated In any month is purely a function of reference 
portfolio amorSzaflons lr> that month, which Is likely to be small in relation to the principal balance of 
the notes arxi should be smoothly distdbuted over time. 

■ Goldman (as prrtection buyer) has the right to direct reinvestmem of any principal on collateral 
securities. The Initial collateral securfiies are expected to have 8w>ro)dmatety a 2* to 3-year vreighted 
average flfe. In Ute future, prior to any amortization of the notes occurring, we could direct the trustee 
to keep a suftabie portion of the cdlaleral invested In cash, Inairring more negative cany on our 
protection in exchange tor negli^ble put risk. 

The spread on the Initial collater^ securities is expected to be approximafely 7-10 bps over LIBOR, tt is 
the fHJt to Goldman whir* enable us to select higtKjutrtIty collateral and earn this positive spread over 
LIBOR in tite ABACUS structure. For these reasons outlined above, vre believe that ttils po^Uve carry 
generated by the put feature creates significant value for the synthetic transaction and more than 
adequately comiMnsates for the pul risk. 

Lastly, as noted above. In a mandatory early redemption of the Notes (arising frcNn an advert tax event 
or from a default of one or more Goldman ertftles that are patties to the transaction), the put would not be 
exercisable against Goldman, exposing noteholders to the market value of the collateral. 

The transaction structure is depicted in the schematic beiow. 
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Deilvatfv* Tndes venus AK) 
January ZOOS • Oecanber 20B8 



BACM2C044AJ 
BACM 2005-1 AJ 
BMaS 2006-4 AJ 
B4CUZ0066AJ 
B*b4 20Q6-1AJ 
BSCMSZQO&miOAJ 
8Sa«SKSS>PWR9AJ 
CO 2006401 AJ 
CO 2006402 AJ 
CGCUT20OSC3AJ 
C»=B2005C5AJ 
CSFB 200606 AJ 
^CMC 20064}* AJ 
GMACC 2CD64:i Ai . 
OSMS 2006*204 AJ 
JFMCC2O064I»>3AJ 
JPMCC2006-U:^AJ 
MAfT2006MO>1AJ 
WBCMT2006C17AJ 
WaCMT2006C22AJ 
WBCMT 2000023 AJ 
BSCS4S 2004-Tie AS 
CSFB 200604 AS 
CSMC200frC1A4 
l&iBS 200*4:8 AB 
MSC 2006*107 A4 
VVBCMT20O4C14A4 
VI«»fr»»64:21A4 
BACM 200*4 AS 
BACM 2005-1 AS 
2006-4 ASA 
BACMZ»65A4 
BACM 2008-1 A4 
B^^dSKlOATieAe 
BSCMS2006PW10A4 
BSCMS20064>WR9A*A 
C0 2006CmA4 
CQ^ 20054:3 A4 
COMM20064P5A4 
OCMMZOOSU^AJ 
C$FB2006C4AS 
CSFB2006CSA4 
CSFB2006C6A4 
CSMC20ae<1A4 
QOCFC 2006003 A* 
GOCFC 2006003 AJ 
KCMC 20G6C1A5 
6ECMC3006C1M 
GECMC 200603 A* 
GECMC30a6C2AJ 
GECAK; 200649 A7A 
GECMC 200643 AJ 
GECMC20Q6C4A4 
GMAOC 200&C1 A* 
0^ 2006*304 A4A 
J^4CC20a64X»>2A4 
.PMCC20a5-L»^M 
jPMCC20a64OP3A4A 
JPMCC2005-iJDPSA4 
t^JBSZOOACSAe 
IJBUBS20O6C1A4 
lBUBS2aD6*:iAJ 
MSC 20064*07 A* 
W8CMT20044:i4A4 
WfflCMT20Q6C17A4 
WBCMT2006C21A4 
VV8»rT2006CZ2A* 
W8n4T 2006*323 A4 
P,aJ4T2Q0S«O>1A4 


8002012886113 
8082012888117 
8CS2012888119 
S(»Ot 2888121 


80820iaa8126 

S08201 2868127 
8082012888131 
6 08 2 0 1 288 8133 
5082012888135 
6082012888137 
SCSTOI 2886139 
8082012886141 
8082012888146 
8082012888147 
8082012888149 
8C»201288B1S1 
8082012888153 
8062012888156 
8082012888159 
5082012888163 
808201 28881 86 


SC»201 2888211 

8082012888216 

8082012886220 

808201 2887809A 

SD8201296785BA 

SOB2m2987eieA 

80820129878344 

80820129878084 

80820129879404 

80820 12 9876*34 

80820139878*74 

S082012987962A 

S082012987864A 

SOS201Z9S79SM 

SC»2012987963A 

80820129879714 

S082D12987973A 

80820129880394 


SOS2012B88042A 
80820129880434 
S08201 29880*54 
80820129880*84 
80820129880474 
SOB2012S88048A 
80820129880604 
SI»2012968C5Z4 
SOBZ012B8BC634 
Sra2012S 


SCa201 2988a 5a4 


80820129680804 
S0S2012988CB1A 
80820129880824 
5 082 01 29880 714 
8082012 98 80744 
$0820129880774 
SC»201 29880844 
80820129680884 
80820129880924 
80820129881674 


401(2006 

4010006 

401/2008 

4010006 

4010006 

4010008 

4010006 

401/2006 

401/3008 

4/21/2006 

401/2006 

4010006 

401/2006 

401/2006 

4010006 

401/2006 

401/2006 

4(210006 

401/2006 

4(21/2006 

401/2006 

4010008 

401/2006 

7/12OC06 

7/120006 

7/120006 

7/120006 

7/120006 

7/120006 

7A20006 

7/120006 

7/120008 

7/12/2006 

7/120006 

7/i20«e6 

7n20006 

7/120008 

7/120006 

7/120tS9 

7/120006 

7/120006 

7/120006 

7/120006 

7/120006 

7/120006 

7/120006 

7/120006 

7/120006 

7/120006 

7/12/2006 

7/120006 

7/120006 

7/120006 

7/120006 

7/120006 

7n2/2006 

7/120006 

7/120008 

7/120006 

7/120006 

7nZOCS6 

7/120006 

7/120006 

7/120009 


44500^ 

44.500^ 

44500430 

44j50a000 

445004X0 

4*5004X0 

4*^4X0 

44S004XO 

44S004XC 

44SOQ4XO 

4*5004X0 

44500.000 
445004X0 
44^4X0 
44SC04KO 
44S004X0 
445004X0 
445004X0 
444X0^ 
44SD04X0 

44500.000 
44SD04X0 
44.S004XO 
44SD04XC 
445004X0 
44SD04X0 
44^4X0 

44.900.000 
12.SDO.OCO 
12,5004X0 
12SDO.OOO 

13.500.000 
12SDO.DOO 
I2.SOD4XO 

12500.000 

12500.000 

12.500.000 
12.SD04X0 

42.500.000 
16.CQO.OOO 

13.000. 000 

12.500.000 

12500.000 

12.500.000 

42500.000 

15.000. 000 
42S0a000 

15.000. 000 
48SOO.OCO 

11.000. 000 
42SOOGCO 

15.000. 000 
12S0D.0C0 

12500.000 

12.500.000 
4ZSOO.OOO 

15.000. 000 
12SDO.OOO 
12S0O;000 
12SOO.CXO 
42500^ 

15.000. 000 
134X0,000 
12S00.(X0 
nfiaajBm 

154900.000 
125004X0 

12500.000 
125004X0 
arSDoiooo-- 

24»250o'o6(n 
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Footnote Exhibits - Page 2638 


Dcftyitive Trsto^ Venus A» 
Jmuary SS08 • December 20re 


MKP3AA1 

0UKEF2D0«>7AtA2 

DIOSF 20IH-7A lAW 

(a£R200«AAtNV 

GLCRKOt-ZAAtV 

RESF:a)4-1AA1W 

REaPJSXX-IAAIV 

bBWY20CK-1AA1NV 

Mi«t'M04.1AA1VA 

IXmHI.3a>4-1AA1NV 

IXm.2004-UA1VA 

RiN^RZeXS-IAAt 

HUMmaas-iAAiA 

|-ft^JTN20(S-1AA1B 

CM^tCHDanS-ZAAt 

SCF7AA1M4 

SCF7AA1B 

»«» ;«ACUS04- 1 S Q2J 00 1C3J 1 

MOO A8ACU504-2 S 9HYC 00 »C3J 1 

SATV20aJ.lAAi 

COOLZOOS-IA 

KtiZS&TAMK 

CM2006-2AA1B 

bH30 A8ACU50S-3 S 88CtZ 00 4U 0 

JFTRaOOS^AIW 

JPTR20C&3AA1VA 

t£XN2006>1AA1AM 

LOwaoos-iAAia 

C»PT2005-tAA1V 

OF0»T300S-1AA1\ffl 

oRpraronAAivF 

MOO ASACUSOM 8 C7FF OO 3Q 0 

ALT5200S-2AAt 

MDO TWOJSO&C 8 sew 00 KM 0 

9«X320D8-1AA1NA 

BROOZOO&IAAtBt 

6RO02a0S-1AA1V 

SKEmV20a6-2AA1 

KLKOSaOOe-ZAAtNV 

KLROS200B-2AA1V 

SCFBAA1NV 

SCFBAAtAV 

TDSFOmSI AtJDESOOATUO 

PMXt HOUTB081 C T GSL4 00 R23 0 

WE5TC2a06-1AAU 

WESTCSOOe-IAAte 

MPOW C OSOSNSTWAOieMO 

T7S/U 300B-2A A1B1 

-m!AX2008-2AA1B2 

DoRdMcen RepubGc 

MOOABACO7>108 288801 SMO 

ROMHNAB 

OTOOi»S8-1 

(tOJESSAAl 

PU}<EFa00^5A1A1 


GSITTYAAO 

2S4403AJ5 

2644(aAK2 

5763BVA68 

37S3SVAA1 

76112CAS4 

TC112CAAB 


5BS36RAA5 


2%45QAA7 

78a277AA3 

448279AA9 

44S27BACS 

8^1UAA7 

63743rAS3 

B3743YAB9 

m>A 

imlti 

SMIORAAA 

216AMAA7 

48<26RM7 

464268A8S 

4B20aSAC3 

4B20SAAA6 

529a2TAC0 

SaeOCTAES 

888ieMAJ0 

688iai1A04 

6B6t9MALS 

0214»tfAAfi 

112021ABe 
112021AC4 
112021 AA8 
63437XAA6 


NUUMaaJDOOBODOOAO 

tAAXM07410080000eO 

NUUMOTSUOSTQOODCB 

NUXHOSKRQOBOOOOOO 

NUUQ409MOOB000800 

tUUMOSHSOOaOOOOOO 

NuixMOsraaoaoGGo 

KUUO4102Na080000C0 

NUUOeiQTQOO BO OODOO 

NUUQ4123N00800 

NUU04i a 3000 60 00000 

NUUCMI^OOaOOOOQO 

MAASCQOKOOaOO 

MJUQS03QL008000000 


NUUOS04G0008000000 

MAJOSOCGEOOBOO 

NUUOSOSG J 0 0 30 0 00 60 0 

MAJQSCBQIOOSaOOOSCIO 

NUUQSaSSCOOSOOOCOO 

NUJQSoeaooczoocoAX 


<IS85B8AA0 

B37431ACS 

S3743LAA8 


8S21BBAA2 

952106480 


BUUQSGSOKOOOOOOCDO 

NUUQS074FD0300000rO 

NUUQSOTBSOOaOO 

MJUQSOTCOOOSDOOOOO 

NuuQsoauooaooocDo 

NtAX>S09(VOD8000aOD 

NUUOS10tX008000000 

NUU0510CM00800 

NUUQSIOCPOOaOO 

NUUQSiOTAaoaooooBOo 

HlAX»10L300aOO 

BUUQSIICOOOaCOOOBOO 

BLAJQ5111500800 

BUUQS1 116006000000 

BUUQ51119 00 80COOOO 

BUUQS111<a080D 

SUUQS120L00800 

NUUQ512BM0O9OCD0OO 

NUUQBOIMOPaOOOC n O 

NUUCt6014M006000000 

SDa20t2S30412 

NiJUQ6Q590CB4COOOOOO 


•V7«M 
VI 2/2004 
V12/20D4 
1^120004 
1V12/2004 
1026/2004 
iQovaoot 
1102004 
naotiM 
1V1V2004 
12/1B2004 
inSRODS 
V29r200S 


4n«2aQB 

V2S2DD6 

V25i«IOB 


6«f2005 

7/22/2005 

7/27/200$ 

7/27n005 

7/2V20D5 

VltfTOOS 

VtOGOOe 


11/1012006 

12/7/2006 

12/t3m» 

12/1V2006 

12nV2005 

12/13/2005 

l/lQQOOe 

1/10/2000 

1/2V2Q06 

1/25/2006 


NUUQ6Q9(VOOXOOQAOO 


APQ7707XX 8{SSe6Z80114 

rma SOaS016623S2A 

XSO161S2O660 NEEQ3040600900 

688335AA8 tBA/QSCgZAOO TOO 

45343PAA3 NUUO4CeB10080CO0CO 

M4402/1K4 NUUQ309HUUBU0 


^40JX0S10t> * 
1288S0XD0 * 
100^ * 
324^.000 * 
100,000 * 
S74^00fl00 ’■ 
100000 * 
2998COOOO ' 
1004X» * 
S27000JDOO * 
2S04X» ■ 
1^.7SDiXe * 


2SO.OOO ■ 
113.7»«0 » 

773500.000 • 
2SOOOO * 

1.78)000.000 
730.800500 
267.7SD500 * 
274.700500 * 
213.750500 • 
50500500 * 
UOO, 000500 
1569500;000 * 
2S050D * 

169500.000 * 
250500 • 
250,000 * 

649.750.000 ' 

647550.000 * 
1.000500500 
1577500,000 • 


364500500 * 

405500.000 * 
250500 * 

322550.000 * 


V1V2006 
7/26/2006 
7/2VZ006 
9n2m)6 
12n 4/2006 
12n 4/2006 
V1V2Q07 
3G2/2007 
V1 1/2007 
7n 1/2007 
4QV2000 
sqTO6 


rCDOToti 


250.000 ’ 

344500.000 * 
2S05C0 • 

360500500 * 

826500.000 ' 

1.167.560.000 ' 

1.187550.000 ’ 

328500.000 
1.409560500 ** 

1.409560.000 ' 
6500.000 

470.000. 000 
234538510 
000500500 

200.000. 000 

176500.000 
24.O7*500‘»iol 


•n*wtn*te»e**tBm«ta««rtTg20M«pertVC»M»«»nt»v»wn*acam.tf efiwiri«/«rn*e4«sn6mwi»08«»W»21W. 
- T» -a* jertwy temiatetf h SOW w ^ V lb» Ur» « wnmim SOOM e»9« 
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Supplemental Response Received From Footnote Exhibits - Page 2639 

Goldman Sachs 


rnnfidential Treatment Requested by Goldman Sachs 

LB 5: Does Goldman consider a “desk” to be the same as a “business unit?” If not, 
what desk and business unit is responsible for each trade? 

In response to the Staffs follow-up question, Goldman Sachs encloses a 
spreadsheet (bearing production number GS MBS 0000087061) providing information on the 
desks responsible for the trades identified in GS MBS 0000035877 . Goldman Sachs does not 
consider “desks" and “business units” to be the same; there may be a number of desks (e.g.. 
Structured Products Trading) within a business group (e.g.. Mortgages). 
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Footnote Exhibits - Page 2643 


ronfidential Treatment Requested bv Goldman Sachs 

LB 9: Do the negative positions in GS MBS 0000038789 represent short positions? 

No. the negative positions in GS MBS 0000038789 represent protection sold by 
Goidman Sachs, and die positive positions represent protection purchased by Goldmui Sachs. 
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Footnote Exhibits - Page 2644 


Page 1 of 3 


Privileged and Confidential r Attorney Qient Prhdiege 

AI6 Credit Pretection 

January 1, 2006 - December 31. 2008 


COS 


Trade CHTte ' 




; Nouonai. . > 
'Triced 

7/27/2007 

508506413265 



100,000.000 

7/30/2007 

50B5(»428762 



100.000,000 

8/2/2007 

508506485022 



100,000,000 

8/2/2007 

SDB506480246 



55.000,000 

8/2/2{ffl7 

SD850S483869 



70,000,000 

8/3/2007 

SDB506504143 



IX, 000,000 

8/9/2007 

SDBS06531SS8 



5O,0X.0X 

8/24/2017 

SDBS067B7402 



28,5X,0X 

8/29/2007 

50B506835337 



3, OX, OX 

8/29/2007 

506506835310 



14O,0X,0X 

8/29/2007 

SDB50&S35366 



2,5X,0X 

9/13/2007 

5DB506997016 



7X,OX,OX 

11/8/2007 

SDB507681392 



145,0X,0X 

11/9/2007 

SDB5076«)665 



30, OX, OX 

11/13/2007 

SOB507701834 



45, OX, OX 

11/13/2007 

5DBS07702114 



SO,OX,OX 

11/13/2007 

SD8S07707129 



20,0X,0X 

11/14/2007 

SD8507714559 



25, OX, OX 

Il/l5/2(ffl7 

506507730397 



10,OX,OX 

11/16/2007 

SOBS07742454 



IX, OX, OX 

11/27/2007 

SDB507B36730 



(IX, OX, OX) 

1/25/2008 

5DB50B394922 



2O,OX,0X 

1/29/2008 

508508420675 



x,ox,ox 

1/30/2008 

SDBS08438416 



40, ox, ox 

1/31/2008 

SOB508475234 



55, OX, ox 

2/1/2008 

50B508494972 



xox.ox 

2/6/2008 

50B508S49159 



50.0X,0X 

2/6/2008 

50B508549986 



10,0X.0X 

2/6/2008 

S0BS08521409 



30,OX,OX 

3/24/2008 

508509124043 



25,OX,OX 

3/24/2008 

S06S09126126 



25, OX, OX 

3/25/2008 

SD65O9143043 



75, OX, OX 

3/26/2008 

SD6S09186684 



2S,0X,0X 

3/27/20)8 

5DB509201519 



20,0X,0X 

3/31/2008 

S0B509232740 



25, OX, OX 

3/31/2008 

S0B509233251 



25, OX, OX 

4/1/20)8 

508509244691 



2X,0X,0X 

4/2/20)8 

508509264289 



2X,0X,0X 

4/3/2018 

508509278192 



150,0X,0X 

4/9/2008 

SDBS093 19658 



25, OX, OX 

4/24/2008 

SDB509474033 



(IX.OX.OX) 

5/8/20)8 

SDBS09695059 



(75.0X,0X) 

5/13/2008 

508509752644 



IX, OX, OX 

5/13/2008 

5DBS09738313 



X.OX.OX 

5/13/2008 

SDB509739755 



25,0X,X0 

5/16/2008 

S0B509816476 



50,X0.0X 

5/20/2008 

50B509903675 



30,0X.0X 

5/21/2008 

5DBS(»9X9651 



IS.OX.OX 


6S MBS 0000038789 
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Page 2 3 


Footnote Exhibits - Page 2645 


S/22/200S 

SDB509931S23 

20,000,00) 

5/29/2008 

SDB509989336 

20,000,000 

5/30/2008 

SDB92S2D7681 

34,000,000 

5/30/2008 

SOB925207688 

(20,000,000) 

6/17/20OT 

S0B92538S261 

(10,000,000) 

S/18/2008 

SDB925401780 

(25,000,000) 

6/19/20(» 

S08925413246 

(75,000,000) 

6/20/2038 

SDB925461770 

{45,000,000} 

6/23/2008 

SD8925483016 

(80,000,000) 

6/23/2008 

SDB92S488843 

(170,000,000) 

6/24/20(» 

SDB92S504839 

(75,000,000) 

6/25/2008 

S0B92S529066 

(50,000,000) 

6/27/2008 

SDB925587707 

(25,000,000) 

7/22/2008 

SD892586S67S 

15,000,000 

7/23/2008 

S08925883371 

35,000.000 

7/25/2008 

SDB925903379 

30,000,000 

7/30/2008 

SDB925971987 

25,000,000 

8/1/2008 

SD892600S478 

25,000,000 

8/4/2008 

SDB92601S724 

35,000,000 

8/4/2008 

50B92«3197Z9 

(21.000,000) 

8/5/2008 

SD8926034774 

225,000,000 

8/5/2008 

SOB926036962 

50,000,000 

8/5/2008 

S0B926041326 

25,000.000 

9/13/2008 

SOB926432077 

(300,000,000) 

9/18/2008 

SOB926727961 

(50,000,000) 

9/19/2008 

SDB926745244 

(100.000,000) 

9/19/2008 

SDB92675030S 

(100,000,000) 

9A2/2008 

SD8926814339 

(75,000,000) 

9/23/2008 

508926832889 

(25.000,000) 

9/25/2008 

SD8926887827 

(25,000,000) 

9/26/2008 

508926915189 

(25.000.000) 

11/10/2008 

SD0927797131 

(50,000,000) 

11/10/2008 

SD6927799036 

(50,000.000) 

11/10/2008 

SOB927799174 

(25,000,000) 

11/12/2008 

S06927818877 

(150,000,000) 

n/13/20{W 

SDB927843741 

(90,000,000) 

11/19/2008 

SOB927939880 

(35,000,000) 

11/20/2008 

5DB927976561 

(185.000,000) 

11/21/2008 

SDB927993686 

(25,000,000) 

11/26/2008 

SDB928045971 

(45,000, 0(») 

12/9/2008 

SD692822427S 

35,000,000 

12/9/2008 

SDB9282273S1 

34,000,000 

12/9/2008 

SDB9282Z2015 

(20,000,000) 

12/10/2008 

SOB928271988 

(40.000,000) 

Subtotal 035 


1.676, 000,000 


*dovmsSzed to 400MM 9/12/08 


Traded 


ITi^eDate 


Security Desofption 


12/7/2007 AIG S.85 1613018 

5/20/2008 AI6 8.175 ISMaySB (38 CA 100.00) 

5/21/2008 AIG 8.175 ISMaySS (38 CA 100.00} 

6/2/2008 AJG 8,175 ISMaySB (38 CA 103.00) 


-W,000,000 

41.000. 000 
18,500,000 

20 . 000 . 000 


65 MBS 0000038789 
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Footnote Exhibits - Page 2646 


&/18/200S 

AI6 8.175 ISMaySB (38 CA 100.00} 

20,000,000 

6/20/2008 

AIG 8.175 ISMaySB (38 CA 100.00) 

10,000,000 

6/26/2008 

AI6 8.175 ISMaySB (38 CA 100.00) 

20,000,000 

9/19/2008 

AIG 8.25 ISAuglS 

61,940,0«} 

11/13/2008 

AiG 5.85 16Janl8 

15,000,000 

12/4/2008 

AIG 4.25 ISMaylS 

10,000,000 

12/5/2008 

AIG 5.45 18Mayl7 

5,000,000 

i2/8/20C» 

AiG 5.6 isoctie 

5,000,000 

12/9/2008 

AIG 5.05 lOctlS 

17,000,000 

12/9/2008 

AIG 8.25 ISAuglB 

(15,000,000) 

12/10/2008 

AIG 4.25 ISMaylS 

5,000,(»0 

12/15/2008 

AiG 4.25 ISMaylS 

5,000,000 

12/16/2008 

AIG 4.9 2Junl4* 

22.000,000 

12/17/2008 

AiG 4.9 2Junl4* 

20,000,000 

12/18/2008 

AIG 4.9 2Junl4 • 

36,000,000 

12/22/2008 

MG 5.85 l&Janl8 

7,000,000 

12/23/2008 

AiG 4.95 20Marl2 

8,690,000 


Totoi Bonds 

372,130,000 


• CAD denominated bomJs. all osiers are USD 


CcHtnmoR Stock 




. ’'Qnntity Traded! 

6/S/2007' 

AMERICAN INTERNATIONAL GROUP, INC 

(90,600) 

6/6/2007* 

AMERICAN INTERNATIONAL GROUP, INC 

(1,000) 

11/7/2007 

AMERICAN INTERNATIONAL GROUP. INC 

(3.514,600) 

11/8/2007 

AMERICAN INTERNATIONALGROUP, INC 

(2,300,000) 

11/9/2007 

AMERICAN INTERNATIONAL group; INC 

(1,000,000) 

11/26/2007 

AMERICAN INTERNATIONAL GROUP, INC 

2,500,000 

11/27/2007 

AMERICAN INTERNATIONAL GROUP, INC 

510,060 

11/28/2007 

AMERICAN INTERNATIONAL GROUP, INC 

1,000,000 

11/29/2007 

AMERICAN INTERNATIONALGROUP, INC 

1,000,000 

12/20/2007 

AMERICAN INTERNATIONAL GROUP. INC 

900,000 

1/24/2008 

AMERICAN INTERNATIONALGROUP. INC 

(1,000,000) 

1/28/2008 

AMERICAN INTERNATIONAL GROUP, INC 

(1,000,000) 

2/1/2008 

AMERICAN INTERNATIONAL GROUP, INC 

(1.000.000) 

2/5/2008 

AMERICAN INTERNATIONAL GROUP, INC 

(68.700) 

2/6/2008 

AMERICAN INTERNATIONAL GROUP, INC 

(1,500,000) 

3/24/2008 

AMERICAN INTERNATIONAL GROUP. INC 

(1,500,000) 

3/25/20)8 

AMERICAN INTERNATIONAL GROUP, INC 

(1,500,000) 

4/1/2008 

AMERICAN INTERNATIONAL GROUP, INC 

(1,500,000) 

5/5/2008 

AMERICAN INTERNATIONAL GROUP. INC 

(30.000) 

5^/2008 

AMERICAN INTERNATIONAL GROUP. INC 

1,000,000 

5/12/2008 

AMERICAN INTERNATIONALGROUP. INC 

1,000,000 

4/25/2008 

AMERICAN INTERNATIONAL GROUP. INC 

1,153.095 

5/28/2008 

AMERICAN INTERNATIONALGROUP, INC 

1,477,821 

4/24/2008 

AMERICAN INTERNATIONALGROUP. INC 

3,800,000 

9/17/2008 

AMERICAN INTERNATIONAL GROUP, INC 

1,572,324 


Total Stocks 

(91,600) 
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Confidential Treatment Regaested bv Goldman Sachs 
LB 10; Wbat does the term "flnancially sound” mean? 

Goldman Sachs interpreted Question 10 posed to Mr. Blankfein to request 
information on instances in which the firm accepted CDS termination payments fi'om 
“financially sound” counterparties in an amount that was less than what the firm belieVKi that 
it was contractually entitled to receive. By “financially sound,” Goldman Sachs meant 
counterparties that were solvent. 


Supplemental Response Received From 
Goldman Sachs 
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Supplemental Response Received From 
Goldman Sachs 


1/B 11; GS MBS OOOOS388S7 lists a positions of (84,043,658) for Bear Steams in 
November 2007. Is this correct? If so, please explain the variation. 

TTie data included in GS MBS 0000038857 lists Goldman Sachs’ net common 
stock positions in several companies, including Bear Steams, held in Goldman Sachs’ 
inventory accounts that were included in the firm’s balance sheet for each fiscal month-end 
during 2007 and 2008. At the end of November 2007, these Goldman Sachs’ accounts had a 
short position of $84,043,658 in Bear Steams common stock. This varied from the firm’s 
common stock positions in Bear Steams for both the preceding month (October 2007) and the 
following month (December 2007), Goldman Sachs’ net cash position in Bear Steams 
common stock became shorter in November 2007 relative to October 2007 by approximately 
$89 million, and became longer in December 2007 relative to November 2007 by 
approximately $76 million. In both instances, Goldman Sachs’ equity franchise desk’s 
exposure to Bear Steams common stock changed in order to hedge equity derivative exposure 
to Bear Steams. 
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Confidential Treatment Requested bv Goldman Sachs 

LB 11(b): What proprietary units were involved in the trades outlined in GS MBS 
0000038753 ? 

Goldman Sachs has certain business units that solely engage in proprietary trading 
activities and are not customer facilitation in nature. These business units are principal equity 
strategies, credit principal investing and macro proprietary trading businesses. 


Supplemental Response Received From 
Goldman Sachs 
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POUCY FOR APFROVmG NON-CORE TRADING AHD TRADING FLOW CHANGES - JUNE 6. 2005 


Policy for Approving Non-Core Trading Products 
AND Trading Flow Changes 


Elfective Date: Juae ], 2005 

For: All Equities and FlCC Franchise Traders 

In the normal course of business, franchi^ desk traders may need to trade products outside of 
their primary markets. In order to ensure the non-core trading is in line with division objectives 
and the appropriate control infrastruchire is established, approval is required. 

The Equities and FlCC Divisions have adopted the following policy for franchise desks to ensure 
an adequate assessment of all requests to trade outside primary markets and/or to add positions in 
similar products. Supporting friese opportunities can result in changes to the existing trading flow, 
as well as create unique or additional firm, regulatory, legal or compliance requirements. 

This policy applies globally to all Equities and FlCC requests. 

A. Required Approvals 

Trading positions la similar products. Franchise and/or flow traders are expected to only trade 
products which fall within the scope of their primary markets. Primary markets in this case would 
mean products for which the trader has market making res^nsibility, though it is permissible for 
traders to take positions in similar products. For example, a yen trader may have positions in the 
euro. Business approval as specified in this policy is not required for this case. However, if 
infrastructure changes arc needed (different trade entry system, new trading account, etc.) by 
taking positions in similar products, then an infrastructure review (as noted below) is required. 

Hedging. It is understood that more efficient hedging vehicles may exist in markets completely 
different from the underlying franchise products. For example, a trader making markets in oi! 
shares may want to hedge their positions with oil swaps. In these cases, business approval and 
infrastructure review is required. 

Trading products outside the scope of primary markets. Occasionally, traders may want to 
trade products falling outside their primary markets. While this sort of non-core trading is 
generally discounted, traders may seek permission by following the approval procedure. 
Business approval and infrastructure review is required. 

B. Business Approval 

For hedging and trading products outside the scope of primary markets, the desk supervisor must 
receive prior ^proval from both the Divisional Risk Manager and a FICC-Equities Operating 
Committee member. Requests for business approval should be provided in writing to the 
Divisional Risk Manager, Legal and Compliance and include the following: 

• A description of the non-core product to be traded 

• List of impaled trading flows / systems 

• A description of any unique requirements or constraints 


C. Infrastructure Review 

Upon receipt of business approval, the trader is required to engage their appropriate support area 
contacts, complete an Infrastructure Control Assessment and inform their regional New Products 
Committee. 
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Traders are required to work with representatives from Trading Technology, Legal, Compliance, 
Market Risk Management Analysis, Strategies, Controllers and Operations to complete the 
checklist. 

Please refer to Annex A for a list of the Divisional Risk Managers and regional New Products 
Committees and Annex B for an example of the Infrastructure Control Checklist. 

Once complete, the checklist will be reviewed by the appropriate regional New Products 
Committee to ensure all appropriate Impact areas are addressed and assist the desk in making sure 
the necessary infrastructure changes are implemented and issues are resolved. 

D. Implementation 

The desk is responsible for ensuring that all approvals and. infrastructure control action items arc 
completed prior to the start of trading. 
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PoucY FOR Approving Non-Cor£ trading and Trading Flow Chances - Jwe 6, 2 

*■ RmI«cImI bv the Penoanenl 


Subcommittee on Investigations 


Annex A 




Divisional Risk Managers 
Btil McMahon 
Bnice Petersen 
Ed Wilson 

New Products Committees 

Americas New Products Comniltfee 

Bany Goldman (212 

Dirk Kranenburg (2 1 2| 

Walter Wanga (212| 

Tokyo Business Opportunity Review Group 
Craig Crossman 
Catherine Wcdgbury 8 

Kent Gameau 

Hong Kong Asia ex-Japan New Business Initiative Committee 
Craig Crossman 
Ian Clay 
Samantha Yang 

Europe European New Business Initiative Committee 
Robert Chamley 
Stephen Davies 8| 


Approval Chain 
request 
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Know Your Cu^omer Suitability and Authority 

Know Your Customer: Suitability and Authority 

EflecGvs Date: March 31, 2005 (revised from July 1996) 

For: FlCC Division 

Sales and trading personnel have an obligation to "k now their customers’ before 
recommending or entering into any securities transaction. This obligation includes the 
duty to exercise due diligence to iearn the essential facts regarding the customer and the 
customer’s orders and accounts. 

Under GS& Co. policy and applicable reg ulations, before recommending a securities 
transaction to a customer, sales and trading personnel must determine that the 
transaction is suitable for the customer. In addition, the firm must determine that a 
customer has provided sufficient evidence of its authority to enter into a transaction 
(whether the transaction is recom mended or not). 

In addition to considering suitability and authority issues in the context of each securities 
transaction, you should observe the general trading patterns of each customer and 
recognize any trading activity which is unusual for a customer because of the size of the 
trades, the securities or markets involved, or any other reason. Y ou should also be 
aware of market "rumors' about customers that may raise suitability or authority 
concerns. 

Sales managers should regularly review sales activity for potential suitability problems. 

Sales and trading personnel should bring to the attention of a sales manager any 
unusual transactions, changes in client conditions or characteristics, significant losses 
experienced by customers, or other events that may affect the suitability of securities for 
a customer. 

For a discussion of suitability requirements for transactions in municipal securities, see 
the policies and procedures memorandum entitled Municipal Securities . 

For information regarding the documentation and other requirements and procedures 
applicable to opening new accounts, see the policies and procedures memorandum 
entitled Documentation . 

in addition, various regulatory requirements may apply to the fimn's communications with 
customers generally or in connection with specific securities. See the policies and 
procedures memorandum entitled Customer CommunlcationsfCorresoondence . 

A. Suitability/Know Your Customer Requirements 

Traders and salespersons must comply with general "know your customer" and 
suitability requirements established by securities self-regulatory organizations, 
including the NY SE and the NASD. 

Sales and trading personnel should be prepar ed to explain the basis for their 
suitability determinations and should consider, in consultat ion with their managers, 
whether to document such determinations in special or unusual circumstances. 

The finn must have a reasonable ba sis to believe that the securities it 
recommends are suitable for at least some customers, based on a careful review 
and understanding of the terms and conditions of the securities being offered. In 

March 31, 2005 Page 1 
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• Know YourCustomer SuitabllSy and Authority 

other words, the firm must have a reasonable basis to believe that the of fered 
securities are reasonably suitable for investment in general. Of course, sales and 
trading personnel must always understand the relevant features of any securities 
in which they are trading, including the potential risks and rewards, so that they 
are in a position to conduct an appro priate suitability analysis. 

The concept of a “recommendation" is discussed in Section A.3 below. See also 
Section A.5 (regarding “non-conventional investments") and Section A.6 
(regarding options). 


2. Customer-Specific Suitability/Know Your Customer Requirement 

In addition, in recommending any securities transaction to any particular 
customer (whether institutional or otherwise), sales and trading personne I must, 
under NASD Rule 2310, have reasonable grounds for believing that the 
recommendation is suitable for the customer. This determination must be based 
on facts, if any, that have been disclosed by such customer regarding the 
customer's other security holdings and regarding the customer's financial 
situation and needs. The concept of a “recommendation" is discussed in Section 
A.3 below. 

The NASO has cautioned against relying too heavily on a customer's financial 
status as a basis for making a recommendation, since a customer's net worth 
alone is not necessarily determinative of whether a particular security is suitable 
for that investor. 

The NYSE’s “know your customer" requirement under Rule 405 also requires 
that the fimi use diligence to learn the essential facts relative to every customer, 
every order, every cash or margin account accepted or car ried by the firm, and 
every person holding power of attorney over any account accepted or carried by 
the firm. The country of which a customer is a c'rtiren is deemed to be an 
“essential fact.' 

(a) "Institutional Customers" 

If a customer is an "institutional customer," that is, any entity other than a 
natural person, the obligation under NASD Rule 2310 to determine that a 
recommendation is suitable for the particular customer is fulfilled when a 
broker-dealer has reasonable grounds to conclude that: 

• The customer is capable of independently evaluating investment risk. 
AND 

• The customer is making independent investment decisions. 

Note, however, that the NASD has indicated that this guidance is more 
appropriately applied to customers with at least $10 million invested in 
securities. Where a customer has delegated decision-making authority to an 
agent, such as an Investm ent advisor or a bank trust department, the 
obligations discussed under this section apply with respect to the agent. 
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security, then the firm's customer-specific suitability obligation is not 
diminished by the fact that the member is dealing with an institutional 
customer. 

Relevant considerations in detennlning capability to evaluate investment 
risk independently could include: 

• The use of one or more consultants, investment advisers, or bank 
trust departments. 

• The general level of experience of the institutional customer in 
financial markets and specific experience with the type of security 
under consideration. 

• The customer's ability to understand the econom ic features of the 
security involved. 

• The customer’s ability to independently evaluate how market 
developments would affect the security. 

• The complexity of the securities involved. 

(ii) Exercise of Independent Judgment 

Sales and trading personnel may conclude that a customer is exercising 
independent judgment If the customer's investment decision will be based 
on its own independent assessment of the opportunities and risks 
presented by the potential transaction, market factors, and other 
investment considerations. 

A determination that a customer is making independent investm ent 
decisions depends on the nature of the relationship between the member 
and the customer. Relevant considerations could include: 

• Any written or oral understanding that exists between the member 
and the customer regarding the nature of the relationship between 
the member and the customer and the services to be rendered by 
the member. 

• The presence or absence of a pattern of acceptance of the 
member's recommendations. 

• The use by the customer of ideas, suggestions, market views, and 
information obtained from other members or market professionals, 
particularly those relating to the sam e type of securities. 

• The extent to which the member has received from the customer 
current comprehensive portfolio information in connection with 
discussing recommended transactions or has not been provided 
important infonnation regarding its portfolio or Investment 
objectives. 


(b) Customers with Less than $50 Million in Assets 
, Under NASD Rule 2310(b), in the case of a transaction recommended to any 
customer (whether a natural person or otherwise) with total assets of under 
$50 million, sales and trading personnel must, prior to execution, ma ke a 
reasonable effijrt to obtain information concerning: 

• The customer’s financial status. 


• The customer’s tax status. 
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• The customeTs investment objectives. 

• Such other infomiation used or considered to be reasonable by sates 
and trading personnel in making recommendations to the customer. 

This requirement does not apply to: 

• A bank, savings and loan association. Insurance company, or 
registered investment company. 

• An investment adviser registered eith er with the SEC under Section 
203 of the Advisers Act or with a state securities commission (or 
agency or office performing like functions). 

(c) Individuals 

Individual customers may be less sophisticated and less able to bear any 
losses from risky securities. Reasonable efforts should be made to obtain 
from these customers infomiation regarding their financial background and 
objectives, and special caution should be exercised to determine the 
suitability of any securities for these customers in light of such informatbn. 

Even if a customer seeks to engage in. or has previously engaged in, highly 
speculative or otherwise aggressive trading, sales and trading personnel 
have a duty to refrain from making recommendations that ate incompatible 
with the customer's financial profile and interests. 

The NASD has expressed concern that some individual investors may not 
understand the risks and costs associated with bonds and bond funds, and 
has reiterated the responsibility of broker-dealers to take appropriate steps to 
ensure that their customers understand the risks, costs, and benefits of these 
securities. 

3. ‘'Recommendations” 

The NASO'S customer-specific suitability requirements apply only where the firm 
recommends a securities transaction to a custo mer. Whether a particular 
transaction is In fact ‘recommended’ depends on an analysis of all the relevant 
facts and circumstances. 

• The suitability rule onfinarily would not apply when the firm acts solely as 
an “order-takef for customers who, on their own initiative, effect 
transactions without a recommendation from the firm. 

• On the other hand, a broad range of circumstances may cause a 
transaction to be considered recommended; this determination does not 
depend on whether the salesperson classifies the trade as “solicited" or 
“unsolicited,' nor does it depend on the mode of communication between 
the trader or salesperson and the customer, 

• The NASD has stated more generally that an important factor is whether, 
in view of its content, context, and manner of presentation, a particular 
communication to a customer reasonably would be viewed as a “call to 
action" or suggestion that the customer engage in a securities 
transaction. 

• In general, the more individually tailored the communication to a specific 
customer or a targeted group of customers about a security or group of 
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securities, the greater the likelihood that the communication may be 
viewed as a 'recommendation.' 

• The suitability mle applies to all 'recommendations' made to customers 
via e-mail or other electronic communications, Including customer-specific 
electronic communications encouraging the purchase of a security, or e- 
mails to customers stating they should be invested In securities from a 
particular sector and urging them to buy securities from a list with “buy" 
recommendations. 

• Although the firm cannot avoid or disclaim away its suitability obligation 
(and a particular communication may be deemed a 'recommendation' 
notwithstanding the use of a disclaimer), the firm may properly disclose to 
customers that information is not based on a customer's particular 
financial situation or needs, or that opinions or recommendations 
expressed in research do not take into account individual investors' 
circumstances and are not intended to represent 'recommendations' of 
particular securities to particular customers. 

The NASD has also found that when a broker effects transactions in an account 
over which it has discretion, the transactions are implicitly recommended. 

Additional NASD guidance addresses the circum stances in which various online 
senrices or products (e.g., Web sites with research or analytical tools) may entail 
a 'recommendation.' For further information regarding whether any activities may 
constitute a “recommendation," consult the Compliance or Legal Departments. 

4. Activities that May Raise Suitability or Other Issues 

The NASD has identified certain activities that may raise special suitability or 
other concerns, including: 

• Excessive trading activity in a customef s account ('churning” or 
'overtrading'). Whether activity is excessive depends on the objectives 
and financial situation of the customer involved. 

• T rading in mutual fund shares, particularly on a short-term basis. 

• Recommending the purchase of securities In amounts inconsistent with 
the reasonable expectation that the customer has the financial ability to 
meet such a commitment. 

• Recommending or accepting orders for new financial products — 
members must make every effort to familiarike themselves with each 
customer's financial situation, trading experience, and ability to meet the 
risks involved with such securities, and should make customers aware of 
the pertinent information regarding the securities. 

Other activities that may be fraudulent or impermissible are discussed in the 
policies and procedures memorandum entitled 'Parking' and Other Impermissible 
Trading Activities . 

5, Non-Conventional Investments 

The NASD has expressed concern that investors, particularly retail investors, 
may seek greater yields or returns through what the NASD has termed "nort- 
oonventional investments' (“NCIs”) without fully understanding the risks 
associated with these securities. For these purposes, NCIs include, among other 
securities, asset-backed securities, equity-linked notes, index-linked notes, non- 
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traded REITs, multi-callable step up notes, redeemable secured notes, auction 
rate preferred securities, principal protected index-linked CDs, distressed debt, 
derivative products, and emerging market debt securities. The NASD has noted 
that NCIs may entail significant credit risks that are difficult to understand and 
assess; may have less market liquidity, and may have less transparency as to 
their pricing and value. 

The NASD has noted that members should perform appropriate due diligence to 
ensure they understand the nature of an NCI, as well as the potential risks and 
rewards associated with it, in order to make a 'reasonabie-ba sis' suitability 
analysis {see Section A.1 above) — even if the security Is intended only for 
institutional investors. The type of due diligence investigation that Is appropriate 
will vary from security to security, but certain common features that sales and 
trading personnel should understan d include, but are not lim'rted to: 

■ The liquidity of the security. 

• The existence of a secondary market and the prospective transparency of 
pricing In any secondary market transactions. 

• The creditworthiness of the issuer. 

• The creditworthiness and value of any underlying collateral. 

• Where applicable, the creditworthiness of the counterparties. 

• Principal, return, and/or interest rate risks and the factors that determine 
those risks. 

• The tax consequences of the security. 

• The costs and fees associated with purchasing and selling the security. 

Broker-dealers may in good faith rely on representations concerning an NCI 
contained in a prospectus or disclosure document, but reliance on such materials 
alone may be insufficient where the materials do not provide sufficient 
information to fully evaluate the security’s risks. 

In addition, sales and trading personnel must make the types of customer- 
specific suitability determinations described in Section A.2 above when 
recommending an NCI to a customer. 

6. Options on Fixed Income Securities 

Special suitability rules apply with respect to customers trading securities 
options. GS&Co. sales and trading personnel may not recommend any option 
transaction to a customer unless there are reasonable grounds for believing 
(based on information furnished by the customer after reasonable inquiry 
concerning the customer's investment objectives, financial situation and needs, 
and any other information known by sales or trading personnel) that the 
recommended transaction is suitable tor the customer. 

In addition, sales or trad ing personnel may not recommend to the customer an 
opening transaction in an option contract unless the person making the 
recommendation has a reasonable basis for believing, at the time of the 
recommendation, that: 

» The customer has such knowledge and experience in financial matters 
that the customer may reasonably be expected to be capable of 
evaluating the risks of the recommended transaction. 
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AND 

• The customer is financially able to bear the risks of the recommended 
position in the option contract. 

For information regarding the special docum entation and disclosure requirements 
and procedures applicable when opening new options accounts, see the policies 
and procedures memorandum entitled Documentation , 

7. Customers Subject to Specific Regulatory Regimes 

Recommendations made to customers subject to specific regulatory regimes 
may raise additional suitability concerns. In case of any questions or concerns 
regarding such customers, trading and sales personnel should contac t the 
Compliance or Legal Departments. 

(a) Employee Benefit Plans 

It is especially important to “know your customer" when dealing with 
employee benefit plans. Such plans are usually subject to the Employee 
Retirement Income Security Act of 1974 (“ERISA") and the rules thereunder, 
as well as rules and guidelines adopted by tmstees or governing boards. 

Under ERISA, a fiduciary of a plan (i.e., the person managing the plan's 
assets) must diversify the assets of the plan to prevent large losses and must 
discharge its investment duties “with the care, skill, pmdence, and diligence 
under the circumstances then prevailing that a prudent man acting in a like 
capacity and familiar with such matters would use in the conduct of an 
enterprise of a like character and with like aims. . . .* See the policies and 
procedures memorandum entitled Prohibited Transactions Under ERISA ; 

Although adherence to the "prudent man” rule cited above and other 
investment requirements under ERISA is primarily the responsibility of the 
pension plan's Investment manager, salespersons and traders should be alert 
to circumstances Indicating the need to raise questions with their manager or 
the Compliance or Legal Departm ents. You need to be sensitive to whether 
you believe the strategies are inconsistent with these basic duties. Other 
ERISA requirements discussed in the policies and procedures memorandum 
entitled Prohibited Transactions Under ERISA also may affect GS&Co.'s 
ability to enter into fixed income transactions with ERISA plans. 

While public pension plans are not subject to ERISA, they are governed by 
state and local statutory schemes. These schemes vary greatly, sometimes 
including a “prudence" standard and at other tim es providing a list of 
prohibited and permitted investments. As in the case of ERISA plans, 
adherence to the investment standards applicable to public pension plans is 
primarily the responsibility of the investment manager for the plan. However, 
it is very important for GS&Co. that it not engage in any transaction with 
these plans that is prohibited by local law. GS&Co. is on constructive notice 
of these statutes, and there have been instances where broker-dealers have 
been held responsible in connection with transactions that have exceeded 
their authority, GS&Co. personnel should remain alert to circumstances 
indicating the need to raise questions with their manager or the Compliance 
or Legal Departments. 
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(b) State and Municipal Counterparties 

Special caution should be exercised when dealing with state and municipal 
entities, even when such counterparties are sophisticated investors and 
understand the risks involved in the transadion. 


B. Power and Authority 

Before entering into a securities transaction, it is essential that the firm take 
appropriate measures to determine whether. 

• A customer has the power, capacity and authority to enter into the proposed 
transactions (e.g., there are no legal or regulatory prohibitions against the 
customer entering into such transactions, such transactions are not prohibited 
under the customer's organizational or other constitutive documents, etc.) 

AND 

• The individuals with whom GS&Co. is dealing have authority to act for the 
customer In such transactions. 

The appropriate measures to be taken will vary, depending both on the nature of the 
customer and the nature of the transaction. Factors which you should consider 
include whether your customer is acting as principal or agent, whether the proposed 
transaction falls within the institution's guidelines for pemtissible transactions, and 
whether the transaction is perm itted by the regulators, rf any, of that institution. In 
considering whether the individual with whom you are dealing has authority, you may 
look to evidence of actual authority or evidence of whether the person reasonably 
appears to have been given authority to act on behalf of the institution he or she 
purports to represent — e.g., whether the institution has held the individual out as 
having authority or has knowingly permitted the individual to act on its behalf. 

Sales and trading personnel should contact the Com pliance or Legal Departments if 
they have any doubts or questions regarding the power of a customer to enter into 
transactions or the authority of the individuals with whom they are dealing to act on 
behalf of the customer. Specific authority considerations for various categories of 
customers are discussed below. 


1. Governments and Public-Sector Entities 


It is especially important to consider whether state and local govemm ent entities, 
including public pension plans, have the pow er to enter into securities 
transactions and whether persons acting on behalf of such entities have obtained 
proper authorization. State and municipal organizations are often prohibited from 
engaging in certain ty pes of transactions. 


The power of an entity to enter into securities transactions generally flows from 
its charter and by-laws or, in some cases, the law under which it was created. 
Where sovereign or public-sector ent ities are concerned, a local or national 
constitution; charter or statute in the case of a public corporation; or investment 
management agreement, tnist agreement, and related investment guidelines 
may also be relevant. Be aware, however, that while reviewing these documents 
is a necessary first step, the review should not end the inquiry . As additional 


representations from the entity as to authority under applicable law in the 
transaction documents. 
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2. Cash or Margin Accounts; Agency, Estate or Trust Accounts 

NYSE requires that certain information related to power and authority be 
maintained by the firm in connection with certain cash or margin accounts carried 
by the firm and certain agency accounts. For further information regarding 
account documentation and related requirements, see the policies and 
procedures memorandum entitled Documentation . Note in particular that when 
estate or trust accounts are involved, the Legal Department should be consulted 
as to the documents that should be obtained. 

3. Financial Institutions 

All transactions with federally insured depository institutions (i.e., commercial 
banks, savings banks) must meet certain 'written agreement' and related 
requirements to be enforceable. These requirements are less stringent in the 
case of 'securities contracts,' forward contracts,’ 'commodity contracts," 

■repurchase agreements," 'swap agreements," and 'fed funds' transactions. In 
addition, the Federal Financial Institutions Examinations Council and other 
regulatory agencies restrict the permissible transactions of depository institutions. 

Sales and trading personnel should contact the Compliance or Legal 
Departments If they have any doubts regarding whether a transaction with a 
financial institution meets the applicable *written agreement' requirements. 

4. ERISA Plans 

For further infomnation regarding power and authority issues arising in connection 
with ERISA plans, consult the policies and procedure memorandum entitled 
Prohibited Transactions Under ERISA . 

5. Investment Companies 

Investment companies must be specifically authorized under their constitutive 
documents to enter into transactions with respect to the type of security involved. 

GS&Co. must also be a permissible counterparty under those documents. 

6. Insurance Companies 

Insurance companies are subject to state regulatory requirements that vary by 
jurisdiction. As a result, when entering into transactions with insurance 
companies, sales and trading personnel should exercise s pedal care regarding 
applicable laws or regulations that may limit or regulate the ability of the company 
to engage in the transaction. 
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Appendix A; Presentations Regarding the Firm’s CtHnpliance Prcgram 


'■EaSB 

TJ'M.j.i'.Tii.iap 




Global Compliartee FuncSon 



Global Corrip&ance Update 



Update on CEO Certrficafion {flASO Rule 30t3i and Ccmplianoe and Sufveffiartce Andiitedure 











i2Ii3E3iS!IlE3i 




Global Compliance Update and CEO Conarianca Certifications and Compliance Reports 


Board 


May 2009 

Audit Comminee 

(^obal ComfXiance Update, Cartificabons end Risk Management Program and Af^rova! of Risk 
Manapemeni Propram 


Appendix B; Board and Board Committee Governance Activities 


Date 

Honszisissii 


Jan 2004 

Board 

Reapproval of Certain Governance Documents (Code of Business Conduct and Ethlca, PoTicy on 
Reporting of Concerns Regarding Accounttng and Other Matters and Policy Regarding Escalation 
to, and Retention by, the AudH Committee of Accounting Complairtts and ttte NorvMarugement 
Directors of Other Concemst 

Jan 2004 

Corp Gov 
Cormrultee 

Annual Review of Code of Business Conduct and Ethics 

Jan 2004 



IKSESSi 

Bo»d 

Aoorovtf of Amendment to Code of Buslr^ess Conduct arrd Etttics 

Jan 2005 

Board 

Reapproval of Policy on Reportng of Concerns Regarding Accounting and Other Matters and 
Policy Regarding Escalation to. and Retention by, the Audit Committee of Accounting Complaints 
and the Non-Manaoement Directors of Other Concerns 

Jan 2005 

Corp Gov 
Commitlee 

Annua) Review of the Code of Busfness Conduct and Ethics and Recommendation to the Board 
of Prt>Dosad Amendments 

Jan 2005 

Audit Committee 

Review of Policy on Reporting of Concerns Regarding Accounting and Other Matters and Policy 
Regarding Escalafiorr to, and Retenfion by, the Audit Committee of Accounting Complaints and 
tht NervManaflenwni Directers of Other Concerns 

Jan 2009 

Board 

Reapproval of Certain Govaimance Documents (Code of Business Conduct and Ethics. Policy on 
Reporting of Concerns Regardmg Accourrting and Other Matters and Policy Regarding Escaiafion 
to. and Retention by, the AudS Committee of Accourrtmg Complalrtts and the Non-Management 
(Xmctors of Other Concerns) 

Jen 2005 

Corp Gov 
Committee 

Annual Review of Code of Business Conduct and Ethics 

Jan 2006 



Jan 2007 

Board 

Approval of Amendments to die Poflcy on Reporting of Concerns Regarding Accounting and 
Other Matters and Policy Regarding Escalation to, and Retention by, the Audit Committee of 
Accounttrrg Ccmr^rtts and the Non-Management Dlreciors of Other Concerns) 

\mnsE^m 

Board 

Reapproval of Certain Gowmance Documents (Code of Business Conduct and Etttics) 

Jan 2007 

Corp Gov 
Committee 

Annual Review of Code of Business Conduct and Ethics 

Jan 2007 

Auifit Committee 

Recommendation to the Board of Proposed Amendments to the PoBcy on Parting of CorK«ms 
Regarding Accounting and Other Matters and Policy Regarding Escalation to. and Retention by, 
ttte Audit Committee of Accounting Complaints and the Non-Management [Erectors of Other 
Concerns 

Jan 2006 

im 


Jan 2008 

Corp Gov 
Commitlee 

Annuti Review of Code of Busirtess Crmduct and Ettrlcs 

-*a»s_ 

Audit Committee 

Annual Review of Repoilit^ of CofKems Regarding Accounting and Other Matters and Policy 
Regarding Escalation to. end Retention by. the Audit Committee of Awountinq Cmnplaints and 



the NorvManaoemeol DlfftObrj OTOinar Concems”' 
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Jart2009 

Board 

Keapproval of Certain Go^remance Documertts (Code of Busir»s« Conduct and EWca. PoScy on 
Reportir^ of CotKsms Regarding Accounting and Odtsr Matters and Policy Regarding Esaiattort 
to. and Retention by. tf» Audit Committee of Accouniii^ Comptetots and the Non^toragemam 
Directors of Other Concerns} 

Jan 2009 

Corp Gov 
Commits 

Annual Review of Code of Bigness Conduct and Ethics 

Jan2t}(» 

Audit Commit 

Annual Re^ of Reporting of Concerns Regard!;^ Accounfing and Other Ma^rs and Policy 
Regarding Escaiafion to, and Reterdion by. the Audit Cormdttee of Accounfing Complaints and 
the Non-Manaoetrwnt Directois of Other Ctmcwns 


Board 

Aoorevai of Amendment to Code of Business Conduct and Etolcs 

May 2009 

(kiipGov 

Committee 

Reammendatton to the Board of Proposed Amendment to Code of Business Conduct artd Eddcs 


Appendix C; Flmiwlde Business Practices Committee 


• BPC Charter 

< BPC Summary of ^^s/Topics (2003-2010) 

• Fbrnwide Business Radices Committee Presentation to Boan) (Sep 2009) 


Appendix D: Samples of Training and Communications Efforts 

» New Training (Materials used in June 2004 end Spring 2010) 

• Anti-Money Lataidermg end Communications Modules (sample screenshots) 

• Su^idoisAdhntyTraintarg 

e Sus;»cious Activity Presentation Exemplar (GS Bank) 
o Suspldous Activity Presentation to firm's Management Committee (May 2009) 
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RESPONSES TO QUESTIONS FOR THE RECORD 
FROM 

SENATOR CLAIRE McCASKILL 
Permanent Subcommittee on Investigations 
to 

LLOYD C. BLANKFEIN 

Cbairmao and Chief Executive Oilicer 
The Goldman Sachs Group, Inc. 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS; 
THE ROLE OF INVESTMENT BANKS 
April 27, 2010 


1) How many partners of Goldman Sachs had investments with Paulson & Co at the time 
the Abacus AC-1 transaction was completed? 

There were no Goldman Sachs partners who had investments with Paulson & Co. at the time 
the ABACUS 2007-ACI transactions closed (April 26 2007). One retired partner invested 
$20,000 in the Paulson Enhanced Limited Fund, a leveraged fund that focuses on mergers and 
acquisitions, on May 23, 2007. No Goldman Sachs partners had investments with the Paulson 
Credit Opportunities Funds at the time of the ABACUS 2007-ACl transaction. 

2) How large was the short position that Goldman Sachs sold to Paulson & Co as a part of 
the Abacus AC-1 transaction in relation to all short positions sold to other clients 
through synthetic and hybrid CDO issuances in 2006 and 2007? Please express this as a 
percentage. 

The purchase of protection by Paulson & Co. from Goldman Sachs in conjunction 
with ABACUS 2007-AC 1 represented approximately 1 8% of all short positions sold to clients 
through synthetic and hybrid CDO issuances in 2006 and 2007. 

3) Of clients to whom Goldman sold short positions from synthetic CDOs, as in the 
Abacus AC-1 transaction, how many employed former directors or employees of 
Goldman Sachs? 

^ 8 . 

4) Did any Goldman employees see their total compensation decline as a result of the 
ultimate poor performance of the mortgage backed securities and collateralized debt 
obligations that the firm issued in 2006 and 2007? 
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in general, Goldman Sachs’ compensation structure is based on the firm’s overall 
performance, the performance of the specific business in which the employee works and the 
personal performance of the employee. Further, the firm, and specifically the mortgage business, 
aggressively managed head count commensurate with performance of the business fiom 2006 
tlnough 2008. For employees within the mortgage business involved in the stracturing, 
underwriting and trading of non-agency RMBS and CDOs, total headcount declined by 
approximately 50% during the period of 2006 through 2008. Additionally, for non-partner 
employees who remained with the firm during that period, compensation declined on average by 
approximately 47%. 

5) Please provide the context for the email in exhibit 77, in which a Goldman employee 
reviewed pool of mortgages originated by New Century. Were these loans subsequently 
packaged into securities? If so, bow much of the pool discussed in exhibit 77 was “put 
back,” to use the phrase from the analyst writing the document? 

The loans in Exhibit 77 were part of a securitization (GSAMP Home Equity Trust 2007- 
NCl) at the time the review described in Exhibit 77 was conducted. New Century, the loan 
seller, provided contractual protection for early payment defaults (“EPDs”). The securitization 
trust received the benefit of this EPD protection under the securitization documents. When an 
EPD occurred on a loan, New Century was obligated to repurchase the EPD loan and the 
securitization trust was entitled to the principal balance of and accrued interest on the EPD loan. 
After being notified of the EPD event. New Century asked Goldman Sachs to provide a bid to 
purchase the EPD loans from New Century once it repurchased the EPD loans. As is customary 
for loan purchases, in order to ascertain a price for the EPD loans, Goldman Sachs performed a 
review of the EPD loans as described in Exhibit 77. 

All of the EPD loans discussed in Exhibit 77 (123 loans total) were repurchase obligations of 
New Century. The “put back" notation in Exhibit 77 identifies loans that Goldman Sachs was not 
willing to purchase from New Century as a result of review findings. However, New Century 
was still obligated to repurchase the EPD loans that were in the securitization trust. Goldman 
Sachs notes that due to New Century’s financial difficulties and subsequent bankruptcy. New 
Century never fulfilled their EPD repurchase obligation, and Goldman Sachs never purchased 
any of the loans from New Century. 

6) Did Goldman Sachs perform a review similar to that found in Exhibit 77 of the pools of 
mortgages from which the Long Beach Mortgage Loan Trust 2006-A (LBMLT-A) 
residential mortgage backed securities were created? If so, please produce those 
reviews to the committee. How many loans showed evidence of potential fraud, 
noncompliance, foreclosure, or other risk factors? How many problem loans ended up 
in the pools for LBMLT-A that were then sold to investors? How were weaknesses in 
the pools disclosed to investors? 

Unlike the New Century loans discussed above, the LBMLT 2006-A securitization did not 
include a provision whereby the originator or seller (Long Beach) was required to repurchase 
EPD loans. Goldman Sachs, therefore, did not perform a review for LBMLT 2006-A similar to 
that found in Exhibit 77 for GSAMP Home Equity Trust 2007-NCl. The risks associated with 


PSI_QFR_GS0436 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00425 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



422 


Footnote Exhibits - Page 2680 

3 

the LBMLT 2006-A securititation were disclosed as part of the offering document at time of 
issuance. 

7) How many customers contacted Goldman Sachs asking to take a short position with 
respect to housing related assets after your firm decided to make a concerted effort to 
“reduce risk” which reducing your net long position with respect to the bousing 
market? To how many customers did you sell short positions? How many customers 
were turned away? Do you feel that your need to “reduce risk,” prevented your firm, 
in its role as market maker, from serving customers who wanted to purchase short 
positions? 

Goldman Sachs does not maintain records indicating: (i) the number of customers in 
aggregate who approached the firm during this period, seeking to sell cash assets or purchase 
credit protection on mortgage-related products; or (ii) the number of customers seeking to 
purchase credit protection on mortgage-related products who were “turned away" by the firm. 

Goldman Sachs notes, however, that the firm sold credit protection of more than $100 billion 
notional to over 500 customers, and that the firm is not aware of customers seeking bids or offers 
(whether for cash assets or credit protection referencing such assets) who did not receive such 
bids or offers. 

Further, the firm’s decision to “reduce risk” did not prevent it from serving its customers as a' 
market maker. Although the prices that Goldman Sachs quoted to buyers and sellers varied with 
market levels, the firm continued to transact in mortgage-related products in response to client 
demand. Indeed, acting in its capacity as a market maker in cash and derivative mortgage-related 
products, Goldman Sachs stood ready on a daily basis in late 2006 and continuing through 2007 
to provide bids or offers to customers on cash instruments and credit protection referencing such 
mortgage-related instruments. 

8) Of the customers to whom you did sell short positions bow many were companies that 
bad hired former Goldman employees or with whom Goldman employees bad 
investments? 

Goldman Sachs encloses (i) a spreadsheet (bearing production number GS MBS 
0000038772) providing information on individuals employed by Goldman Sachs as a Managing 
Director (“MD”) in a front office division who left Goldman Sachs between January 1. 2000 and 
December 31,2007 for a position at one of the firms listed below (in Table A) to which 
Goldman Sachs sold short positions on synthetic CDOs; and (ii) a spreadsheet (bearing 
production number GS MBS 0000038773) providing information on private investments made 
by Goldman Sachs MDs from January 1 , 2000 through December 3 1 . 2007 in any of the firms 
listed below (in Table A) to which Goldman Sachs sold short positions on synthetic CDOs,' 


'Goldman Sachs notes that the information in these spreadsheets was derived from data provided voiuntariiy by 
former Goldman Sachs employees at the time of departure or from information voiuntariiy provided by Goldman 
Sachs alumni. 

Goldman Sachs also notes that (i) one foimer Goldman Sachs MD (Asif Khan) who worked on synthetic CDOs 
while at Goldman Sachs was subsequently employed by a broker-dealer identified in this response as a firm that was 
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The finns to which Goldman Sachs sold short positions on synthetic CDOs that were 
reviewed to provide the information in the enclosed spreadsheets include: 


Aladdin Capital Management 

Nomura 

Calyon 

Rabo Bank 

Countrywide Financial 

Natixis 

FBR Capital Markets 

Paulson 

Forts 

Piper Jaffray 

FT>J Financial 

RBS Greenwich 

CSC Partners 

Wachovia 

Investec 

The Winter Group 

MacDonald Investments 

Washington Mutual 

Magnetar 

Winchester Capital 

Morgan Keegan 



Certain broker-dealers were excluded when examining this information because a large 
number of former Goldman Sachs employees have subsequently been employed by these firms, 
and Goldman Sachs has assumed that information concerning the employment of former 
Goldman Sachs employees at these firms would not necessarily be relevant to the 
Subcommittee’s inquiry. These excluded broker-dealers include; Bank of America, Barclays 
Capital, Bear Steams, Citigroup, Credit Suisse First Boston, Deutsche Bank, HSBC, JPMorgan 
Chase, Lehman Brothers, Merrill Lynch, Morgan Stanley and UBS. Should the Subcommittee 
want this information, Goldman Sachs will attempt to compile and produce it to the 
Subcommittee staff. 

Goldman Sachs wishes to stress that it does not maintain a central repository of the requested 
information and, accordingly, used various technologies and manual resources to generate this 
spreadsheet for production to the Subcommittee in response to this Question. While Goldman 
Sachs believes that the spreadsheet is reasonably accurate, Goldman Sachs cannot make an 
absolute representation that it is complete or that there were not some inadvertent errors in its 
preparation, especially given the expedited timeframe within which it was generated and 
produced to you. Goldman Sachs also wishes to stress that the information used to generate this 
spreadsheet for production to you was maintained and used for limited, internal firm purposes, 
and not pursuant to or for purposes of regulatory or other reporting requirements, or for use by 
third parties. 

### 


not searched to provide the infomration in the enclosed spreadsheet and (ii) two former Goldman Sachs MDs 
(Alfred Eckhert and Richard Hayden) who left Goldman Sachs prior to January 1 , 2000 are currently partners at 
CSC Partners. 
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Chief Financial Officer 
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SUPPLEMENTAL QUESTIONS FOR THE RECORD 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 

to 

DAVIDA.VINIAR 
Executive Vice President and 
Chief Financial Oflicer 
The Goldman Sachs Group, Inc. 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS; 
THE ROLE OF INVESTMENT BANKS 
April 27, 2010 


Please provide answers to the following questions by June 15. 2010 : 

1 . Exhibit 26 from the Subcommittee's hearing on April 27, 2010, includes an email between 
you and Gary Cohn, Mr. Cohn informed you that Goldman Sach’s (“Goldman”) SPG 
Trading desk made $373 million while the CDO-CLO desk lost $230 million and the 
Residential Credit desk lost $92 million. You responded by writing: “Tells you what might 
be happening to people who don’t have the big short.” 

Describe in detail what you meant by your response and describe the “big short” to which you 
are referring, including the notional value of the position, when it was acquired, and when It 
was sold or covered. 

2. For the period between December 1 4, 2006, and December 3 1 , 2007, identify the 5 dates on 
which Goldman had the largest net short positions with respect to RMBS securities 
(including the ABX), and the notional size of those net short positions, 

❖ ❖ ❖ 
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Responses of Mr. David Viniar to the 

Supplemental Questions for the Record of the Permanent Subcommittee on Investigalioos 


1. Eahibit 26 from the Subcommittee’s hearing on April 27, 2010, includes an email 
between you and Gary Cohn. Mr. Cohn informed you that Goldman Sachs’s 
(“Goldman”) SPG Trading desk made S373 million while the CDO-CLO desk lost $230 
million and the Residential Credit desk lost $92 million. You responded by writing: 
“Tells you what might be happening to people who don’t have the big short.” 

Describe in detail what you meant by your response and dracribe the “big short” to 
which you are referring, including the notional value of the position, when it was 
acquired, and when it was sold or covered. 

As 1 testified on April 27, 2010: 

(W]hat 1 meant . . . because 1 didn’t give the full thought, which is: tells you 
what might happen to people who don’t have the big short, when they do have a 
big long. This came, I believe, shortly after people had announced their second 
quarter results. Quite a number of people had disclosed how big their long 
inventory positions were and without basically balancing those positions, there 
would be significant losses which is what proved to happen across the industry. 

Although 1 was aware that Goldman, Sachs & Co. (“Goldman Sachs”) had 
obtained a significant short position in order to counterbalance its significant long mortgage- 
related inventory positions, which reduced the Firm’s overall exposure to the mortgage market, I 
was not personally involved in the transactions. I also have no memory of any particular 
transactions or the overall notional value of this position at any point imirne. I should add that 
totaling up long and short notional amounts for different assets and then netting the total long 
and short notional amounts will not reflect whether Goldman Sachs was net long or net short the 
mortgage market, because different assets vary considerably in their sensitivity to changes in 
market prices. Often, the only indicator of whether positions were net long or net short were the 
profits earned or losses sustained on those positions. 

It is my understanding that Goldman Sachs is discussing with the Subcommittee 
staff how the Firm can provide the additional information called for by this Question on a 
schedule agreed with the Subcommittee staff. 

2. For the period between December 14, 2006, and December 31, 2007, identify the 5 dates 
on which Goldman bad the largest net short positions with respect to RMBS securities 
(including the ABX), and the notional size of those net short positions. 

I do not know the information requested in this Question, t would not, in the 
ordinary course of business, have requested aggregate net short data on a notional basis. To the 
extent that this data can be compiled from Firm records, it is my understanding that Goldman 
Sachs will work with the Subcommittee staff to provide a response on behalf of the Firm. 
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RESPONSES TO QUESTIONS FOR THE RECORD 
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Chief Risk Officer 
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SUPPLEMENTAL QUESTIONS FOR THE RECORD 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 

to 

CRAIG W. BRODERICK 
Chief Risk Oflicer 
The Goldman Sachs Group, Inc. 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS; 
THE ROLE OF INVESTMENT BANKS 
AprU27,2010 


Please provide answers to the following questions bv June 15, 2010 : 

1, Exhibit 48 from the Subcommittee’s hearing on April 27, 2010, is a copy of a presentation 
that you made to the Goldman Sachs ("Goldman”) Tax Department on October 29, 2007, 
Your presentation addressed “events in the credit markets over the past few months, as well 
as [Goldman's] own credit and trading performance.” 

In the fourth full paragraph on page 2, you wrote; 

“So what happened to us? A quick word on our own market and credit risk 
performance in this regard. In market risk -- you saw in our 2”' and I"* quarter 
results that we made money despite our inherently long cash positions - because 
starting early in '07 our mortgage trading desk started putting on big short 
positions, mostly using the ABX Index, which is a family of indices designed to 
replicate cash bonds. And did so in enough quantity that we were net short, and 
made money (substantial $$ in the 3'^ quarter) as the subprime market 
weakened. (This remains our position today.)" 

(a) What was the notional value of the net short positions put on by the mortgage trading 
desk that you refer to in your presentation? For the period between December 14, 2006, 
and December 3 1 , 2007, identify the 5 dates on which mortgage trading desk had the 
largest notional net short positions, and the notional value of those net short positions. 

(b) In your presentation, you wrote that the mortgage trading desk “started putting on big 
short positions. . .[a]nd did so in enough quantity that we were net short, and made 
money (substantial $$ in the 3"' quarter) as the subprime market weakened.” How much 
money was made in 2007 as a result of the short positions put on by the mortgage 
trading desk? Also, quantify "substantial" - how much money was made in the third 
quarter of 2007? When stating those amounts, do not offset any money made by these 
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- 2 - 

net short positions with any losses or gains from or with respect to other transactions or 
assets. 

(c) In addressing the short positions of the mortgage trading desk in the presentation 
referred to above, you write: “we were net short, and made money (substantial $$ in the 
3"' quarter) as the subprime market weakened. (This remains our position today.)" As 
of the date you gave that presentation, what was the notional net short position of the 
mortgage trading desk? 


❖ ❖ ❖ 
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Responses of Mr. Craig Broderick to the 

SuDolemental OuestioBS for the Record of the Permanent Subcommittee on Investigations 


1. Exhibit 48 from the Subcommittee’s hearing on April 27, 2010, is a copy of a 
presentation that you made to the Goldman Sachs (“Goldman”) Tax Department on 
October 29, 2007. Your presentation addressed “events in the credit markets over the 
past few months, as well as [Goldman's] own credit and trading performance.” 

In the fourth full paragraph on page 2, you wrote: 

“So what happened to us? A quick word on our own market and credit risk 
performance in this regard. In market risk - you saw in our 2nd and 3rd quarter 
results that we made money despite our inherently long cash positions - because 
starting early in ’07 our mortgage trading desk started putting on big short 
positions, mostly using the ABX Index, which is a family of indices designed to 
replicate cash bonds. And did so in enough quantity that we were net short, and 
made money (substantial SS in the 3rd quarter) as the subprime market 
weakened. (This remains our position today.)” 

(a) What was the notional value of the net short positions put on by the mortgage 
trading desk that you refer to in your presentation? For the period between 
December 14, 2006, and December 31, 2007, identify the S dates on which 
mortgage trading desk had the largest notional net short positions, and the 
notional value of those net short positions. 

I was aware that the Goldman, Sachs & Co, ("Goldman Sachs”) had acquired a 
substantial short position in order to counterbalance its long mortgage-related inventory positions 
and reduce its overall exposure to the mortgage market. 1 was not personally involved in the 
transactions through which that short position was acquired or covered, and have no recollection 
of any specific transactions or the overall notional value of this position at any time during this 
period. I was also aware that, while our VaR risk metrics showed us to be generally short, our 
credit spread widening measures generally indicated the contrary. 

The presentation offered a year-to-date recap of Goldman Sachs’ performance 
through the third quarter of 2007 and was, therefore, concerned primarily with quarterly trends or 
results. My statement in the presentation that we were net short was based largely on hindsight 
given die fact that the Firm had earned modest profits during a period of time during which the 
mortgage market declined. 

Regarding notional exposures, during this period, the ABX index and other 
mortgage positions held by Goldman Sachs were constantly changing, sometimes on a daily 
basis. Further, and importantly, any calculation of net short positions based on the notional value 
of positions would be meaningless because prices of different instruments adjust differently 
depending on their underlying credit and other characteristics. For example, a downward 
movement in market prices resulting from overall credit deterioration would likely affect a 
position referencing BBB rated securities far more than a position referencing AAA rated 
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securities. It is therefore not possible to ascribe a single notional value to the net short positions 
referred to in the presentation. Instead, the overall magnitude of the net short positions would 
have been assessed contemporaneously using available risk metrics (including the VaR and CSW 
measures referenced above) together with a retrospective analysis of profits and losses and 
market movements. 

it is my understanding that Goldman Sachs is discussing with the Subcommittee 
Staff how the Firm can provide the Subcommittee with additional information on a schedule 
agreed with the Subcommittee staff. 

(b) Ib your pr^eotatioB, you wrote that the mortgage tradiog desk ‘‘started puttiog 
on big short positions. . .[ajad did so in enough quantity that we were net shorty 
and made money (substantial S$ in the 3rd quarter) as the subprime market 
weakened.” How much money was made in 2007 as a result of the short positions 
put on by the mortgage trading desk? Also, quantify “substantial” - how much 
money was made in the third quarter of 2007? When stating those amounts, do 
not offset any money made by these net short positions with any losses or gains 
from or with respect to other transactions or assets. 

I do not know the detailed information requested in this Question. Answering diis 
question will require Goldman Sachs to calculate information that, to my understanding, is not 
readily maintained in the form the Question seeks. It is my understanding, however, that 
Goldman Sachs has had discussions with the Subcommittee Staff and is working to provide a 
response on behalf of the Firm. 

(c) In addressing the short positions of the mortgage trading desk in the presentation 
referred to above, you write: “we were net short, and made money (substantia! $S 
in the 3rd quarter) as the subpriroe market weakened. (This remains our position 
today.)” As of the date you gave that presentation, what was the notional net short 
position of the mortgage trading desk? 

I do not know the answer to this Question and do not possess in my files the 
detailed information necessary to respond. It is my understanding that Goldman Sachs is 
discussing this Question with the Subcommittee staff and, to the extent that this information can 
be calculated from Firm records, will provide a response on behalf of Goldman Sachs on a 
schedule agreed to with the Subcommittee staff. 
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Confidential Treatment Requested bv Goldman Sachs 

1. Exhibit 48 from the Subcommittee’s hearing on April 27, 2010, is a copy of a 
presentation that you made to the Goldman Sachs (“Goldman”) Tax Department on 
October 29, 2007. Your presentation addressed “events in the credit markets over the 
past few months, as well as (Goldman’s) own credit and trading performance.” 

In the fourth full paragraph on page 2, you wrote: 

“So what happened to us? A quick word on our own market and credit risk 
performance in this regard. In market risk - you saw in our 2nd and 3rd quarter 
results that we made money despite our inherently long cash positions - because 
starting early in ’07 our mortgage trading desk started putting on big short 
positions, mostly using the ABX Index, which is a family of indices designed to 
replicate cash bonds. And did so in enough quantity that we were net short, and 
made money (substantial S$ in the 3rd quarter) as the subprime market 
weakened. (This remains our position today.)” 


(b) in your presentation, you wrote that the mortgage trading desk “started putting 
on big short positions. . .|a|nd did so in enough quantity that we were net short, 
and made money (substantial 8$ in the 3rd quarter) as the subprime market 
weakened.” How much money was made in 2007 as a result of the short positions 
put on by the mortgage trading desk? Also, quantify “substantial” - how much 
money was made in the third quarter of 2007? When stating those amounts, do 
not offset any money made by these net short positions with any losses or gains 
from or with respect to other transactions or assets. 

The Mortgage Department trades in both cash and synthetic products and 
manages its exposure in an integrated way. As a result, reviewing net revenues on a gross basis 
is not consistent with how the Mortgage Department is managed. The Mortgage Department 
earned net revenues of approximately $900 million in 2007, of which less than $500 million 
related to the non-agency residential mortgage business. Specifically, in the Third (Juarter of 
2007, the Mortgage Department earned net revenues of approximately $600 million, of which 
approximately $550 million related to the non-agency residential mortgage business. The $550 
million amount is comprised of losses of approximately $2.4 billion on loan and security 
positions and gains of approximately $3.0 billion on derivative positions. 


Conndenlial Treatment Requested by Goldman 
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RESPONSES TO QUESTIONS FOR THE RECORD 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 

to 

DANIEL L. SPARKS 
Former Partner 
Head of Mortgages Department 
The Goldman Sachs Group, Inc. 


PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS: 
THE ROLE OF INVESTMENT BANKS 
April 27, 2010 
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SUPPLEMENTAL QUESTIONS FOR THE RECORD 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 

to 

DANIEL L. SPARKS 

Former Partner 

Head of Mortgages Department 
The Goldman Sachs Group, Inc. 


PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS: 
THE ROLE OF INVESTMENT BANKS 
April 27,2010 


Please provide answers to the following questions bv June IS. 2010 : 

1 . Provide the following information regarding the sale of securities in each of the following 
transactions (each of which is hereinafter referred to in this question as a ’Transaction” or, 
collectively, “the Transactions"): 

Abacus 2007-ACl; 

Anderson Mezzanine Funding 2007-1 ; 

Camber?; 

Fort Denison Funding; 

Hudson Mezzanine Funding 2006- 1 ; 

Hudson Mezzanine Funding 2006-2; 

Point Pleasant Funding 2007- ! ; and 

Timberwolf I. 

(a) Was Goldman Sachs (“Goldman”) a placement agent? 

(b) Who was the issuer of any securities; what was the issuer’s relationship to Goldman; 
who established the Issuer; and who requested the establishment of the issuer? 

(c) In the sale of any securities, how and by what means did Goldman bring the specific 
securities to the attention of a client or potential investor? Identify each client or 
potential investor to whom Goldman prwented any of the Transactions, describe each 
communication with that client, and state the substance of each communication. (In 
lieu of stating the substance of a communication, you may provide a copy of the 
communication.) If you are unable to provide complete responses to any of any of the 
foregoing matters, identify the persons within Goldman who would be able to provide 
the answers or information requested. 
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(d) Identify the persons within Goldman who would be able to provide copies of any 
offering circular or memorandum, mortgage capital committee memo, pitch book or 
marketing flip book or similar materials regarding the structuring or sale of interests 
(including securities) in the Transaction. 

(e) In the Transactions in which Goldman acted as a placement agent, did Goldman advise 
potential investors whether Goldman held or planned to hold short positions with 
respect to assets referenced in the Transaction being considered by any potential 
investor? 

(f) In the Transactions in which Goldman acted as a placement agent, did Goldman advise 
potential investors whether Goldman held or planned to bold a net short position with 
respect to RMBS related assets? 

(g) In the Transactions in which Goldman acted as a placement agent, did Goldman advise 
potential investors whether it had taken steps or planned to use the offering to reduce 
its own inventory of RMBS or CDO securities or other holdings? 

(h) Did Goldman conduct a suitability analysis in connection with soliciting clients or 
potential investors to purchase securities issued in any of the Transactions? If so, 
describe the suitability analysis conducted for each investor that purchased these 
securities. Identify the persons within Goldman who would know if Goldman retained 
a written record that reflects that such a analysis was conducted for any of these 
Transactions and would be able to provide a copy. 

2. (a) In what capacity did Goldman act for Paulson & Co. (together with any of its affiliates, 

“Paulson”) with respect to the Abacus 2007-ACl transaction or a Credit Default Swap 
transaction that referenced the same entities or securities that were referenced in the 
Abacus 2007-ACl transaction? Describe in detail Goldman’s relationship to Paulson 
with respect to those transactions, its obligations to Paulson, the nature and amount of 
any fees or compensation received by Goldman fiom Paulson relating to those 
transactions, and whether Goldman advised investors or potential investors in Abacus 
2007-ACl of the existence and nature of its relationship with Paulson, 

(b) If Goldman advised investors or potential investors of the nature or existence of the 
Paulson relationship, identity who so advised investors or potential investors, the date 
on which that person so advised investors or potential investors, the identity of the 
investors or potential investors so advised, the manner (i.e. verbal or in writing) in 
which the person was advised, and the substance of the communication (and, if in 
writing, provide a copy of the communication). If you are unable to provide complete 
responses to any of any of the foregoing matters, identify the persons wittiin Goldman 
who would be able to provide the answers or information requested. 
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3 . The attached document is a November 16, 2007, email from John McHugh to you. The 
topic is "2008 FlCC business plan presentation to Firm." 

(a) Mr. McHugh starts his message by writing: 

“Lahey’s team is preparing Montag for this presentation on 
Monday and Tom asked for more color in several areas, ... here’s 
what I've collected today, let me know if you want me to change 
anything thanks.” 

At the end of the email, under the sub-heading "Prop vs Flow,” Mr. McHugh writes 
the following: 

“Prop/flow components of SPG Trading will be roughly equal 
Majority of CRE Loan Trading, Structured finance JV will be flow 
revenue 

Residential mortgage business will be more prop oriented due to 
dislocations in the securitization market: 

« Focus will be on establishing SSG JV (i.e., Litton purchase) 

• Distressed asset (loan pools, portfolios) purchases”. 

With respect to this email and its contents: 

(i) Did you understand “prop” to mean proprietary? If not, what did you understand 
it to mean? 

(ii) Did you understand “flow” to mean flow business - transactions that Goldman 
facilitates on behalf of clients? If not, what did you understand ii to mean? 

(iii) Did you understand “Prop v. Flow" to mean the activities of SPG Trading that 
would be associated with Goldman’s proprietary activities versus SPG Trading 
activities that would be associated with client-related activities? If not, what did 
you understand "Prop v. Flow” to mean? 

(iv) What did you understand the “Prop” components of SPG Trading to be? 

(v) What did you understand the “flow” components of SPG Trading to be? 

(vi) Did you understand ihe phrase “Prop/flow components of SPG Trading will be 
roughly equal” to mean that the amount of proprietary activities of SPG Trading 
were anticipated to be equal to the amount of flow activities? If not, what did you 
understand the phrase to mean? 
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(vii) Did you understand the phrase, “Residential mortgage business will be more prop 
oriented," to mean that the residential mortgage business of SPG Trading would 
be more oriented to proprietary activities than flow activities? If not, what did 
you understand the phrase to mean? 

(viii) Did SPG Trading plan or anticipate engaging in proprietary activities in 2008? 

(ix) Did SPG Trading engage in proprietary activities in 2007? If so, what percentage 
of its activities by dollar amount were related to proprietaiy activities? What 
profits were derived from its proprietary activities in 2007? 

(b) Earlier in the e-mail referenced in question 3(a) above, under the sub-heading 

''Assumptions/initiatives in ABS p&l," Mr, McHugh writes the following: 

• “Capturing greater cash and synthetic market flows from 
weakened competitors 

• Facilitating SfV/CDO liquidations and portfolio changes 

■ Good prop opportunity capitalizing on selling pressure, selective 
distressed asset purchases 

• Expect prop flow split to be roughly 50/50". 

(i) Did any activities of the ABS desk in any way involve or utilize any SIV that was 
in any way related to or affiliated with Goldman? If so, describe the activities, 
any SIV involved, the name and jurisdiction of incorporation of any SIV, the 
assets held by the SIV and the value of any assets held by the SIV during the 
period 2006-2008? 

(ii) Did the activities of the ABS desk in any way facilitate SIV/CDO liquidations and 
portfolio changes in instances in which the SfV, CDO or portfolio contained 
assets provided or sold by Goldman? If so, for each SIV, CDO or portfolio 
liquidated or changed, describe the activities involved, the name and Jurisdiction 
of incorporation of any SIV or CDO, the name of the sponsor, underwriter or 
majority owner of the SIV, CDO or portfolio, the assets held, and the value of any 
assets held, the assets provided or sold by Goldman, and the percentage of total 
assets provided by Goldman during the period 2006-2008? 

(iii) Did you understand the phrase, "Good prop opportunity capitalizing on selling 
pressure, selective distressed asset purchases," to mean that selling assets and 
purchasing select distressed assets presented good opportunities for Goldman’s 
proprietary activities? If not, what did you understand that phrase to mean? 

(iv) Did you understand the phrase, “Expect prop flow split to be roughly 50/50," to 
mean that the ABS desk’s profits and losses were expected to be divided 
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approximately evenly between proprietary and flow activities? If not, what did 
you understand that phrase to mean? 

(v) Did the ABS desk plan or anticipate engaging in proprietaiy activities in 2008? 

(vi) Did the ABS desk engage in proprietary activities in 2007? If so, what percentage 
of its activities by dollar amount were related to proprietary activities? What 
profits were derived from its proprietaiy activities in 2007? If you are unable to 
provide complete responses to any of any of the foregoing matters, identify the 
persons within Goldman who would be able to provide the information requested. 

4. For each quarter you were head of the Mortgages Department between January 1 , 2006, and 
December 3 1 , 2008, estimate the percentage of transactions involving proprietaiy trading 
versus customer flow. If you are unable to provide a complete response to this question, 
identify the persons within Goldman who would be able to provide the answers or 
information requested. 

5. Throughout FY2007, it appears that Goldman's London office performed an analysis to 
estimate the percentage of transactions in its fixed income business involving proprietary 
trading versus customer flow. Did the Mortgages Department in New York perform a 
similar analysis of the percentage or dollar amount of transactions involving proprietary 
trading versus customer flow? If so, provide the following information. 

(a) What was the analysis and resulting document called? 

(b) How often was the document prepared, and to whom was it circulated? 

(c) Did the document or its information become part of any larger document? If so what 
was that larger document called, and to whom and how frequently was it circulated? 

6. Exhibit 47 from the Subcommittee’s hearing on April 27, 20 1 0 is a draft of your 
PowerPoint presentation entitled, “Global Mortgages Townhall." It states that "the desk 
benefitted from a proprietary position in CDO and RMBS single names." 

(a) What did the term "proprietary position” mean? 

(b) Describe precisely the proprietary position referred to in the poweipoint, including the 
exact assets and total notional amounts involved. 

(c) Identify by name and job title who authorized the acquisition of that proprietary 
position on behalf of Goldman. 

(d) Describe the transactions involved in acquiring that proprietary position, including the 
source of the funding, the specific securities purchased or sold, the net profit or loss 
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obtained from the transactions (including the nature and amount of any offsets applied 
in reachmg the net number), and the specific accounts used to record relevant 
information. 

(e) Explain how the desk “benefitted" from the proprietary position, including what 
transactions took place, the net profit obtained from those transactions (including the 
nature and amount of any offsets applied in reaching the net number), and the specific 
accounts used to record relevant information, 

7. Did you prepare or authorize the preparation of a powerpoint presentation or other 
summary document similar to Exhibit 47 for a Mortgages Department Townhall regarding 
either: 

(a) the fourth quarter of FV 2007; or 

(b) the entire FY 2007? 

8. Was a Mortgages Department Townhall Meeting held for either the fourth quarter of FY 
2007, the entire FY 2007, or both? If so, what was the date and who were the speakers? 

9. During your appearance before the Subcommittee on April 27, 2010, you engaged in the 
following exchange with Senator Levin; 

Senator Levin. By the way, that Anderson deal was downgraded from AAA to junk in 
7 months. Did you make money on that deal, on the short position? 

Mr. Sparks, Well, I know in the longs that we took, we lost money. 

Senator Levin. 1 understand. 1 am asking about the short position you took. 

Mr. Sparks. But on the shorts, Mr. Chairman, I do not know how much of it we had, if 
any. 

Senator Levin. Okay. 

Mr. Sparks. And so 1 cannot - 1 just do not have that number. 

Senator Levin, Do you want to check your records and tell us how much money you 
made on that? 

Mr. Sparks, I will, 1 will have to get back to you and work with the people at 
Goldman. (Transcript, pp. 56-57) 
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How much money did Goldman make from the short positions it held in the Anderson 
transaction? When stating that amount, do not offset any money made from its short 
positions with any lossw or gains from or with respect to other transactions or assets. 

iO. During your appearance before the Subcommittee on April 27, 2010, you engaged in the 
following exchange with Senator Levin: 

Senator Levin. Mr. Sparks, turn to 173. This is an email message, November 2006, 
between two Goldman employees in sales. It discusses selling Fremont securities. One 
salesperson sends to the other a client's explanation of why they do not want to buy the 
securities even after talking to Fremont, by the way. The client wrote: "...Fremont 
refused to make any forward-looking statements so we really got nothing from them on 
the crap pools" - "the crap pools that are out there now." The salesperson wrote: "They 
are concerned about all the Fremont exposure they already have, and they are going to 
put Fremont ‘in the box' for the time being." Were you aware of the poor reputation that 
Fremont had, and that is, loans among the highest default rates in the country? Were 
you aware of it at the time? 

Mr. Sparks. Mr. Chairman, can I just read the e-mail? 

Senator Levin. Exhibit 173. Do you see it? "Fremont refused to make any 
forward-looking statements so we really got nothing from them on the crap pools that 
are out there now." Do you see that? 

Mr. Sparks. I do not want to slow you down. 1 have not read the whole thing, so I- 

Senator Levin. 1 am just asking you, look at the bottom paragraph there, the last two 
lines. "Fremont refused to make any forward-looking statements so we really got 
nothing from them on the crap pools that are out there now." Do you see that? 

Mr. Sparks. Yes, sir. 

Senator Levin. Okay. Now, were you aware of Fremont's poor reputation at the time? 
Mr. Sparks. This e-mail- 

Senator Levin. Were you aware? Do you remember whether you were aware at the 
time of their poor reputation? That is my question. Do you remember? 

Mr. Sparks. Whether they had a poor reputation in November? 

Senator Levin. Yes, with hi^ default rates. 

Mr. Sparks. Fremont originated subprime loans. People understood that. 
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Seoator Levin. Yes or no, were you aware of their poor reputation and high default 
rate. 

Mr. Sparks. I do not recall at that time. (Transcript, pp. 58-59) 

(a) Were you aware during your employment as head of the Goldman Mortgage Desk diat 
Fremont had a reputation for issuing poor quality mortgage loans? If so, when did you 
become aware of that fact? 

(b) Witfi regard to Fremont, New Century, and Long Beach Mortgage, identify any 
assessments or reports regarding the condition of those lenders, or the quality of the 
mortgage loans they originated, that you or personnel who reported to you received, 
made, or sent to others within Goldman, provide the approximate date of those 
assessments or reports, and describe the nature of those assessments or reports. If you 
are unable to provide complete responses to the requests for information about such 
assessments or reports, identify the persons within Goldman who would be able to 
provide the information requested. 

1 1 . During your appearance before the Subcommittee on April 27, 20 1 0, you engaged in the 
following exchange with Senator McCaskill regarding Hearing Exhibit 103, an email 
exchange between Mr. Mullen, Mr. Montag, Mr. Harvey Schwartz and you regarding the 
sales effort for Timberwolf Senator McCaskill quoted the following portion of the email; 

“I doubt they will sell over weekend. And Harvey is concerned about 
the representations we may be making to clients as well as how we will 
price assets once we sell them to clients. I think we need to sort these 
things out before we make sales." 

Senator McCaskill then stated: 

“What is clear here is that there did not seem to be a great deal of confidence 
in the long side of this particular instrument. But the salespeople were being 
pushed to move it, and, you know, it just looks like that you guys are not only 
making the market, you are playing in the market and mucking it up. Do you 
understand that?" 

You responded: 

0 

“Senator, I just read this particular e-mail, and the issue that was being 
discussed in this particular e-mail was when you make a sale on an illiquid 
asset, what is your bid price, you show that client, because oftentimes you 
marked it and sometimes you had financed it. So there is a bid-offer spread 
with respect to securities and market makers, and ray recollection of this 
particular point was what are we going to show them as our bid after that, and 
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let us make sure we thought that through. And so on this particular e-mail, 
that is what I recall," (Transcript pp, 122-124) 

(a) Was it your belief or understanding that the “Harvey” referred to in the email was 
Harvey Schwartz? If not, to whom did you understand “Harvey” referred? 

(b) Y our response to Senator McCaskill addresses concerns about pricing the assets in 
Timberwolf. Describe your understanding of the concerns that "Harvey” referenced in 
the email had about the representations Goldman may be making to clients. 

12. Exhibit 86 from the Subcommittee’s hearing on April 27, 2010, is an email dated September 

19, 2006, from Peter Ostrem to the FICC-SPCDOGROUP. The email states; 

“We have been asked to do a CDO of S2bln for the ABS desk. Approx. 

$l,2bln will be CDS off single-names referenced from the ABS index 06-1 
and 06-2. This is a trade we need to execute for the desk over the next 4-6 
weeks and involves selling half the equity (at least 30mm to sell) and the 
seniors and the mezz (at least half the BBSs to get true sale), I would like 
everyone to work together on this one. We expect to charge ongoing lObp 
liquidation agent fees and 1 - 1 .5pts upfront. Equity will be offered around 
22% no-loss yield. Obviously important to overall SP floor and Sobel and 
Sparks are focused on this happening . . .” 

(a) Was the transaction described in this email carried out? Was the transaction Hudson 
Mezzanine Funding 2006-1 (“Hudson Mezzanine”)? If not, what was thenameofthe 
transaction? 

(b) Identify by name and job title the individuals in the Mortgages Department who were 
involved in the origination, formulation, design, approval, or implementation of the 
Hudson Mezzanine transaction, or in the sale of securities issued by Hudson 
Mezzanine, and the activities related to the transaction that each of them engaged in. 

(c) Describe in detail any role you had in the origination, formulation, design, approval, or 
implementation of the Hudson Mezzanine transaction, or in the sale of securities issued 
by Hudson Mezzanine. 

(d) Describe in detail any role the ABS desk had in the origination, formulation, design, 
approval, or implementation of Hudson Mezzanine transaction, or in the sale of 
securities issued by Hudson Mezzanine. 

(e) Was the Hudson Mezzanine transaction a proprietary transaction? 

(f) What did you understand the phrase “for the desk” to mean? 
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(g) Was the purpose of the transaction described in Mr. Ostrem’s email to enable the ABS 
desk to reduce cash or swap positions (and the risk associated with those positions) that 
the ABS desk held? If not, what was the purpose of the transaction? 

(h) Identify any committee or individual at Goldman that approved this transaction, 

(i) Identify any employee of Goldman or its affiliates and any third parties who were 
involved in the identification and selection of the assets referenced in the Hudson 
Mezzanine transaction and describe in detail the nature of their involvement, 

(j) List the criteria used to identify and select the assets that were referenced in the Hudson 
Mezzanine transaction. 

(k) Based on your knowledge or belief, identify the reasons why Hudson Mezzanine was “a 
trade [Goldman] needfed] to execute for the desk over the next 4-6 weeks.” 

(l) Based on your knowledge or belief, identify the reasons why the Hudson Mezzanine 
transaction "involve[d] selling half the equity (at least 30mm to sell) and the seniors 
and the mezz (at least half the BBBs to get true sale)." 

(in) Was the Camber 7 transaction delayed to develop the Hudson Mezzanine transaction? 

If so, explain why. 

13. Exhibit 30 from the Subcommittee's heating on April 27, 2010, contains an email from you 

dated August 14, 2007. It is entitled “Post.” Included in the email is the following 

paragraph: 

“(2) AAA ABX and RMBS may be the best opportunity to make a bunch of 
money. The losses implied from the ABX trading levels seem way too high 
(over 30% cum losses). We've been covering, but we will likely come to you 
soon and say we'd like to get long billions - and we'd stay short BBBish part. 

The potential for large liquidations may continue to put technical pressure on, 
but once it stops AAA should perform strongly." 

(a) Was the transaction or series of transactions (hereinafter “transaction”) that you 
identified in your email (“we will likely come to you soon and say we'd like to get long 
billions - and we'd stay short BBBish part”), or a transaction similar to the one you 
identified in your email, implemented by Goldman? If so, provide the following 
information. 

(b) Describe the purpose of the transaction. 

(c) Describe in detail your role in this transaction. 
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(d) Identify the assets involved. 

(e) Identify any entity involved in the transaction and its role. 

(f) Describe and state the notional value of each of the assets involved or referenced in the 
transaction, 

(g) Identify when the transaction took place. 

(h) Identify the Goldman personnel who participated in this transaction and the roles they 
performed. 

(i) Identify the Goldman personnel who reviewed or approved this transaction. 

0) State the value when sold or, if retained, the cuirent value of the assets involved in this 
transaction. 

14. Exhibit 55b from the Subcommittee's hearing on April 27, 2010, is an excerpt from Mr, 
Swenson's 2007 EMD Review. On page 2, in the last sentence of point 3 under the Self- 
Review section, Mr. Swenson wrote: 

“I oversaw and directed the covering of $9bb of AAA ABX that the 
department was short and was able to monetize approx $250mra of p and 1 
for the origination businesses," 

(a) Is the transaction addressed in Question 13 above related to the transaction addressed in 
Mr. Swenson's 2007 EMD Review? 

. (b) If so, explain how they are related and whether they were separately implemented. 

(c) If the transactions were not related, explain how they were different, and how the 
transaction identified by Mr. Swenson was implemented. 

15. Exhibit 34 from the Subcommittee's hearing on April 27, 2010, is a series of emails dated 
August 2 1 , 2007, and entitled “RE: Potential large subprime trade and impact on Finnwide 
VAR.” The first email in the chain, at the bottom of the page, is fiom Mr. Bimbaum. It 
reads: 


“- The Mortgages Department thinks there is currently an extraordinary 
opportunity for those with dry powder to add AAA subprime risk in either 
cash or synthetic form. 

- We would like to be opportunistic buyers of up to SlOBln subprime AAAs 
in either cash or synthetic (ABX) form and run that long against our $3.5Bln 
in mezzanine subprime shorts. 
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- Mortgage dept VAR would be reduced by $75mm and Finnwide VAR 
would be reduced by $25nun. 

- At cunent dollar prices, the implied losses at the AAA level are 2.5x higher 
than the implied losses at the BBS level where we have our shorts (the ratio 
is even cheaper for cash due to technicals). If AAAs were priced consistent 
with BBB implied loss levels, they would be trading 5-1 Opts higher in 
synthetics and 10-15pts higher in cash, 

- On the supply side, we think we can source these assets from SIVs, SIV- 
lites, ABCP Conduits, Sec Lenders, total return accounts. 

- On the demand side, we plan to share this trade quietly with selected risk 
partners. We began doing so yesterday when we sold 1/3 of the AAAs 
purchased off the [redacted] list to [redacted] and 100% of the AAAs from 
[redacted] to [redacted] and [redacted]." 

(a) Is the transaction addressed in Question 13 above related to the transaction addressed in 
the email written by Mr. Bimbaum? 

(b) If so, explain how they are related and whether they were separately implemented. 

(c) If the transactions were not related, explain how they were different, and how the 
transaction identified by Mr. Bimbaum was implemented, 

1 6. A Goldman graph entitled “RMBS Subprime Notional History” is Exhibit 56(a) in the 
Subcommittee’s hearing on April 27, 2010, It shows that Goldman had a net short position 
of approximately $8 billion on a notional basis in November 2006 (hereafter the “short 
position”) on the ABX AAA index (hereafter “ABX AAA”). 

(a) When did Goldman's short position in ABX AAA first reach approximately $8 billion 
on a notional basis? 

(b) Who within Goldman had knowledge of the full extent of the notional short position in 
ABX AAA during FY 2006 and FY 2007? 

(c) Who was responsible for reviewing and approving the size of the short position in ABX 
AAA? 

(d) Whose capital was used to acquire the approximately $8 billion notional short position 
in ABX AAA? 

(e) Did you understand the short position to be a Goldman proprietary position? 

(f) Did the approximately $8 billion notional short position in ABX AAA include the short 
positions in ABX AAA held by the desks under the control of Messrs. Gasvoda, 
Nichols, and Finck? 
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(g) When did Goldman begin to monetize the S8 billion notional short position in ABX 
AAA? How was this accomplished? 

17. (a) In 2007, did the Mortgages Department cover the ABX AAA short position and then, 

after August 1, go long on the ABX AAA? 

(b) If so, identify the specific trades that resulted in the long ABX AAA position, including 
the dates of the trades, the amounts involved, and the identity of each counterparty. 

(c) Did the Mortgages Department hedge its long ABX AAA position? If so, how and 
when? 

1 8. Identify the greatest total notional amount by which the Mortgages Department went long on 
the ABX AAA after August 1, 2007, and the date on which that position was reached. 

19. Did the Mortgages Department monetize or unwind its ABX AAA long position during the 
period August 1, 2007 through the end of FY 2007? If so, provide that date of each 
transaction used to monetize or unwind the long position, and the notional amount by which 
the long position was reduced. 

20. Provide the total net profit or loss to the Mortgages Department from the ABX AAA 
transactions during the fourth quarter of FY 2007. 

2 1 . Describe in detail your understanding (when you worked at Goldman) of Goldman’s legal 
duties of disclosure, pursuant to securities laws and regulations, including rules prescribed 
by the SEC or FINRA, to purchasers of securities when Goldman acts in any of the 
following capacities: (a) market maker; (b) underwriter; (b) placement agent; (d) broker 
(when making a solicitation or recommendation of a security); or (e) a dealer. Include your 
definition of a “market maker.” 

22. (a) Does the fact that an investor or a potential investor with whom Goldman is transacting 

business is an “accredited” investor, a “qualified institutional buyer” or a “qualified 
purchaser” (as those terms are used in the U.S. federal securities laws) affect the duties 
and obligations of Goldman when acting in any of the capacities described in Question 
2 1? If so, describe how any of Goldman’s duties when acting in any of these capacities 
are affected by the status of the investor or potential investor. 

(b) Does Goldman have a duty to conduct a suitability analysis when making a 
recommendation to any of the types of investors listed in question 22(a)? If so, 
describe the nature and extent of the analysis to be conducted. 

(c) Does Goldman owe a duty to disclose any adverse interest that it may have when 
recommending a security to any of the types of investors listed in question 22(a)? 

❖ ❖ ❖ 
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SARAH K. JACKEL 

Senator Carl Levin, Chairman 

Pennanent Subcommittee on Investigations 

Homeland Security & Governmental Affaire Committee 

United States Senate 

199 Russell Soiate OfBee Building 

Washington, DC 20510-6200 

Senator Tom Cobum, M.D., Ranking Member 

Permanent Subcommittee on Investigations 

Homeland Security & Governmental Affairs Committee 

United States Senate 

199 Russell Senate Office Building 

Washington, DC 20510-6200 


TBLERHONE 
ICICI tcMcee 
FACSIMILE 

ICICI «B»-I»«B 

MA E-MAIL 
June 18. 2010 


Dear Chairman Levin & Ranking Member Coburn: 

Enclosed please find the answers of Daniel L. Sparks to the Supplemental 
Questions for the Record submitted to him followii^ the April 27, 2010 bearing. Mr. Sparks is 
no longer employed by Goldman Sachs and therefore does not have access to the documents and 
other scHimes of information that are needed to answer some of the supplemental questions (or to 
reteh his recollection). He has tried to give the best answers possible with the infoimation that 
is available to him. Mr. Sparks continues to believe that a clear understanding of the causes of 
the financial crisis is extremely important for our country. 



PS:wr 

Enclosure 


PStQFR_GS0466 


VerDate Nov 24 2008 


09:58 May 19,2011 


Jkt 066051 PO 00000 


Frm 00455 Fmt 6602 


Sfmt 6602 P:\DOCS\66051 TXT SAFFAIRS PsN: PAT 



452 


Footnote Exhibits - Page 2710 

Responses to Supplemental Oiifjrtions for the Record 
i. Specific infonnstion legaiding these transactions can be found in the disclosures 
protided in the final offering memoranda (also called the Offering Circular, Private Placement 
Memorandum or Prospectus and Prospectus Supplement, depending on the deal). Transactions 
were oftrai fluid, so early versions of flip books, term sheets and offering memoranda may not 
reflect the final transaction. Goldman acted as a placement agent in connection with the 
marketii^ and sales of the securities issued in these transactions. Generally, the issuer of tiie 
securities was a special purpose vehicle created for the purposes of each transactiom Goldman 
brought transactions to the attention of potential investors through a variety of means, including 
etnmls (to individuais and via distribution lists), telephone calls, in>petson meetings and mail. 

Also, investors often approached Goldman with specific transaction characteristics and asked 
Goldman to offer or create securities that met those criteria. Goldman typically provided all of 
the short risk to these transactions, which would be disclosed in the offering memorandum as 
part of the credit risk. Goldman could hedge or sell its short position, before or after the 
transaction, separate from the deal. On some of these transactions, Goldman told potential 
investors that it intended to hold portions of the CDO equity but that it was under no obligation 
to do so. There were suitability requirements for the transactions. Typically, the investors were 
large financial institutions, insurance companies, hedge funds, and other entities with significant 
resources and access to pertirrent information. 

A clarification on the Timberwolf deal: There was much discussion at the hearing 
about Tom Montag’s email to me in which he referred to the Timberwolf deal with an expletive. 

The email was written montiis after the transaction priced, and it probably reflected Mr. 

Montag’s overall assessment of the deal, including the net monetary loss to Goldman. A 
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question at fte hearing suggested that Goldman had sold $600 million of Timbeiwolf CDO 
Securities after the date of die email. I believe that Goldman sold less than $10 million after the 
email, and that the sales were priced at a substantial discount from face value. 

2. I believe that Goldman entered into one or more separate credit default swaps 
vrith Paulson & Co. effectively referencing certain securities &om the AbacHS-2007-ACl 
transaction. The swap(s) allowed Goldman to hedge the short risk it was taldng on as part of the 
transaction. You should contact Goldman for further details. It was not Goldman’s general 
practice to identify buyers and sellers in a transaction to one another. 

3. “Prop” or “proprietary" can mean different things to different people. Here, it 
seems to refer to buying assets with the intention of holding them for a long period - months or 
years. “Flow" or “flow business" seems to refer to trading with shorter holding periods. Defined 
this way, both “prop" and “flow” trades can involve customers, although sometimes the term 
“proprietary" is used to describe business that does not involve a customer. (Sometimes 
“proprieuuy” is used to describe any activity that involves use of a firm’s own capital.) For 2008, 
the anticipation was that the overall residential mortgage business, which included loans, 
securities and derivatives (and not just SPG trading), would likely look to go long distressed 
assets, resulting in a larger component of positions with a planned lengthy holding period riian in 
prior years. Goldman explored different strategies for doing so, including having businesses 
outside the Mortgage Department participate mote actively. To my knowledge, Goldman did not 
operate its own SIVs; it did trade with SfVs, including buying assets from SIV liquidations. 

“50/50” in the email seems to relate to revenue projections for the upcoming year. In a volatile 
trading business, such projections arc suspect 
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with synlhetie reference assets, Goldman was die sole protection buyer (the party going short), 
and tfris fact was disclosed as part of the credit risk on the deal. Goldman could trade or hedge 
the protection if and when it chose to. 

10. I was aware drat Fremont, New Century and Long Beach were originators of 
subpiime mortgage loans, which by their nature have higher delinquency and delMt rates thwi 
other types of mortgage lo^. Goldman performed due diligence on these institutions and loan 
packages; it should be able to provide relevant information. There was a question at the heating 
suggesting that Goldman had acted as underwriter for a Long Beach originated mortgage loan 
securitization which contained 90% “stated income” loans and that this information vas not 
disclosed. The percentage of stated income loans was 64% and that fact was disclosed in the 
publicly avaiWe offering documents; the nature of the loans was disclosed in the aggregate and 
on a loan-by-loan basis. The offering materials also disclosed Long Beach’s origination 
practices and its stated income loan program. (This clarification is not meant to challenge the 
basic point that income verification is a sound practice for loan originators.) At the hearing, ! 
was also asked how Goldman responded to a question relating to its getting comfort with New 
Century’s collateral. The customer’s focus, I believe, related to New Century’s ability to 
perform on-going servicing, and not to the quality of the loans it originated. 

11. The “Harvey” referred to in the email was Harvey Schwartz, who was then the 
head of Fixed Income Sales. Harvey’s concern seemed to be that markets were particularly 
volatile, and therefore we needed to think through how we would adjust future client marks. At 
the time, marks could change sharply due to changes in the ABX index, bid-offer spreads, oflier 
CDO trade prices, and other events. 
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4. I do not recail generally labeling Mortgage Department transactions as ‘^rop” and 

“flow." 

5. As noted above, 1 do not recall tracking transactions as “prop” or “flow.” For me, 
any such division would not be meaningflil. 

6. The presentation should have used the words “net short position,” and not 
“proprietary position.” Goldman should have specific details regarding vdiat its positions were at 
the close of each day. 

7. There was probably a Mortgage Department Townhall after the fourth quarter of 
FY 2007. If so, there was most likely a PowerPoint presentation. 

8. If there was a Mortgage Department Tovmhall after the fourth quarter of FY 
2007, 1 would have spoken at it, if I was available. There were often a few other speakers. 

9. 1 do not believe that one can meaningfully talk about how much money Goldman 
made on any short positions related to the Anderson deal. As disclosed in the offering 
doniments. Goldman shotted 100% of the risk into the CDO. The CDO team then attempted to 
cover this short risk with other parties, including the Goldman secondary trading desk. The CDO 
team tracked its profit by deal — the difference between the purchase price of the CDO liabilities 
and their sale price. By contrast, the secondary trading desk did not usually track profit by deal. 

That is because any position that a trader takes affects his subsequent trading strategy. Thus, in 
my view, one generally cannot calculate the profit that the secondary trading desk made related 
to a CDO new issue; it would be a fictitious number. 

At the hearing, it was suggested that Goldman was short 50% of the deal and did 
not disclose its short position. As mentioned above, potential investors knew that Goldmim 

shotted 100% of the reference risks in the deal. In the Anderson deal, as in most Goldman CDOs 
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12. The transaction refened to in the email was Hudson Mezzanine I. It was one of 
many CDO transactions involving the COO team and sold through the sales force. Goldman 
^ould be able to identify team members. One goal of the transaction was to reduce a net ABX 
long position for the SPG trading desk, and I helped fonnulate that goal. The transacdon was 
also designed to structure an ABX-based CDO in a way that would appeal to investors: some 
customers wanted cr«iit enhanced ABX risk; some wanted levered ABX; and some wanted 
additionally diversified ABX. This was similar to all securitizations, the purpose of which is to 
restructure loans, securities and/or derivatives in ways that appeal to investors. If the restructured 
sale is not more efficient, the transaction will usually not occur. As with other deals, it was 
disclosed diat Goldman took on 100% of the short risk on this transaction. Goldman should be 
able to determine whether the Mortgage Capital Committee approved the transaction. The 
Hudson Mezzanine I transaction was done without a customer acting as a collateral manager or 
selection agent. Goldiruui typically retained equity and other risks on CDOs, with the amounts 
factoring in accounting issues. 1 do not recall the timing of the different deals. Because it was a 
static synthetic deal without a manager and one which met specific investing demand, the 
Hudson Mezzanine I transaction could move quickly. The actively-managed Camber 7 deal 
grew from $500 million to $900 million during this period. The increase in size was beneficial 
to the customer, which increased its fees and assets under management by lg0% of the planned 
amount. 

13. I do not recall Goldman executing the specific transaction described in die email. 

During this period, Goldman did purchase substantial quantities of RMBS and residential loans. 

14. Mike Swenson should be able to better identify the transactions referred to in his 
self review. 
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15. I do not recall Goldman executing the specific transaction described in fte email. 

16. The gr^b contained in Exhibit S6(a) does not reflect the risk of the department, 
which was n^ long in November 2006. Along with members of the risk team, I had knowledge 
of, and was responsible for, all Mortgage Department risk, including the size of the position in 
ABX AAA in FY 2006 and FY 2007. Goldman would be better able to answer specific details 
asked for in this question. 

17-20. The ABX index was used as a core hedge for many products. It therefore made 
little sense to separately calculate ABX net revenue (or ABX risk), and we did not generally 
focus on it It would be coimting only one side of our positions. I do not recall specifically what 
our positions in ABX AAA were in 2007, and they could change daily. Goldman should be able 
to better provide this information. 

21. Broker dealers serve customers as market makers by providing them wifli 
opportunities to buy and sell financial products. Market makers commit their own capital in 
taking the opposite side of transactions fi'om customers. A market maker has a duty to be honest 
and fair with its customers and to transact at prices in the context of the market. Broker dealers 
can be positioned differently than their customers, and it would be foolish to assume that 
customers with different views are wrong. The broker dealer part of Goldman where 1 worked 
was neither a fiduciary nor an investment advisor to its customers. I do not believe that a broker 
dealer has a duty to disclose how it is positioned. As a practical matter, positions change often, 
and different traders at a firm can have different positions in the same market. In my view, such 
a disclosure rule would be unworkable. More fundamentally, each market participant should 
make his own independent investment decision as to the positions and risks that he wants and at 

what prices. With regard to its role as underwriter and placement agent, Goldman has a duty to 
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disclose the material infonnation that investors need in order to decide vriiether to invest in a 
product. For mortgage backed securities, that disclosure usually focused on the assets involved, 
the structural mechanics of the deal and the potential risks to investors. Goldman’s Legal and 
Compliance Department should be able to answer these questions mote fully. 

22. This question calls for a legal analysis and would be better directed to Goldman’s 
Legal and Compliance Departments. 
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SUPPLEMENTAL QUESTIONS FOR THE RECORB 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 
to 

MICHAEL J. SWENSON 

Managing Director 
Structured Products Group Trading 
The Goldman Sachs Group, Inc. 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS: 
THE ROLE OF INVESTMENT BANKS 
April 27, 2010 


Please provide answers to the following questions bv June 15. 2010 : 

1. Exhibit 86 from the Subcommittee's hearing on April 27, 2010, is an email dated September 

19, 2006, from Peter Ostrem to the FICC-SPCDOGROUP. The email states; 

“We have been asked to do a CDO of $2bln for the ABS desk. Approx. $1 .2bln 
will be CDS off single-names referenced from the ABS index 06-1 and 06-2. 

This is a trade we need to execute for the desk over the next 4-6 weeks and 
involves selling half the equity (at least 30mm to sell) and the seniors and the 
mezz (at least half the BBBs to get true sale). I would like everyone to work 
together on this one. We expect to charge ongoing lObp liquidation agent fees 
and 1 - 1 .5pts upfront. Equity will be offered around 22% no-loss yield. 

Obviously important to overall SP floor and Sobel and Sparks are focused on 
this happening ...” 

(a) Was the transaction described in this email carried out? Was the transaction Hudson 
Mezzanine Funding 2006- 1 ("Hudson Mezzanine”)? If not, what was the name of the 
transaction? 

(b) Identify by name and job title the individuals in the Mortgages Department who were 
involved in the origination, formulation, design, approval, or implementation of the 
Hudson Mezzanine transaction, or in the sale of securities issued by Hudson Mezzanine, 
and the activities related to the trarrsaction that each of them engaged in. 

(c) Describe in detail any role you had in the origination, formulation, desi^, approval, or 
implementation of the Hudson Mezzanine transaction, or in the sale of securities issued 
by Hudson Mezzanine. 
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- 2 - 

(d) Describe in detail any role the ABS desk had in the origination, formulation, design, 

, approval, or implementation of Hudson Mezzanine transaction, or in the sale of 

securities issued by Hudson Mezzanine, 

(e) Was the Hudson Mezzanine transaction a proprietary transaction? 

(f) What did you understand the phrase "for the desk” to mean? 

(g) Was the purpose of the transaction described in Mr. Ostrem’s email to enable the ABS 
desk to reduce cash or swap positions (and the risk associated with those positions) that 
the ABS desk held? If not, what was the purpose of the transaction? 

(h) Identify any committee or individual at Goldman Sachs ("Goldman”) that approved this 
transaction. 

(i) Identify any employee of Goldman or its affiliates and any third parties who were 
involved in the identification and selection of the assets referenced in the Hudson 
Mezzanine transaction and describe in detail the nature of their involvement. 

(j) List the criteria used to identify and select the assets that were referenced in the Hudson 
Mezzanine transaction. 

(k) Based on your knowledge or belief, identify the reasons why Hudson Mezzanine was “a 
trade [Goldman] need[ed] to execute for the desk over the next 4-6 weeks.” 

(l) Based on your knowledge or belief, identify the reasons why the Hudson Mezzanine 
transaction “involve[d] selling half the equity (at least 30mm to sell) and the seniors and 
the mezz (at least half the BBBs to get true sale).” 

(m) Was the Camber 7 transaction delayed to develop the Hudson Mezzanine transaction? If 
so, explain why, 

2. Exhibit 5Sb from the Subcommittee’s hearing on April 27, 20 1 0, is an exceipt from your 

2007 EMD Review, On page 2, in the last sentence of point 3 under the Self-Review section, 

you wrote: 

“1 oversaw and directed the covering of $9bb of AAA ABX that the department 
was short and was able to monetize approx $250nim of p and 1 for the 
origination businesses.” 

(a) Describe the purpose of the transaction or series of transactions (hereinafter 
“transaction”). 
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-3- 

(b) Describe in detail your role in this transaction. 

(c) Identify the assets involved 

(d) Identify any entity involved in the transaction and its role. 

(e) Describe and state the notional value of each the assets involved or referenced in the 
transaction. 

(f) Identify when the transaction took place. 

(g) Identify the Goldman personnel who participated in this transaction and the roles they 
performed. 

(h) Identify the Goldman personnel who reviewed or approved this transaction. 

(i) State the value when sold or, if retained, the current value of the assets involved in this 
transaction. 

3. Exhibit 30 from the Subcommittee's hearing on April 27, 2010, contains an email from Dan 

Sparks dated August 14, 2007. It is entitled “Post.” Included in the email is the following 

paragraph written by Mr. Sparks; 

“(2) AAA ABX and RMBS may be the best opportunity to make a bunch of 
money. The losses implied from the ABX trading levels seem way too high 
(over 30% cum losses). We've been covering, but we will likely come to you 
soon and say we'd like to get long billions - and we'd stay short BBBish part. 

The potential for large liquidations may continue to put technical pressure on, 
but once it stops AAA should perform strongly.” 

(a) Is the trade addressed in Question 2, above, related to the transaction addressed in the 
email written by Mr. Sparks? 

(b) If so, explain how they are related and whether they were separately implemented. 

(c) If the transactions were not related, explain how they were different, and whether and 
how the trarrsaction identified by Mr. Sparks was implemented. 
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-4- 

4. Exhibit 34 from the Subcommittee’s hearing on April 27, 20 1 0, is a series of emails dated 
August 21, 2007 and entitled “RE: Potential large subprime trade and impact on Firmwide 
VAR.” The first email in the chain, at the bottom of the page, is from Mr. Bimbaum. It 
reads: 


The mortgage department thinks there is currently an extraordinary 
opportunity for those with dry powder to add AAA subprime risk in either cash 
or synthetic form. 

- We would like to be opportunistic buyers of up to SlOBln subprime AAAs in 
either cash or synthetic (ABX) form and run that long against our $3.5Bln in 
mezzanine subprime shorts. 

- Mortgage dept VAR would be reduced by $75mm and Firmwide VAR would 
be reduced by $25mm. 

- At current dollar prices, the implied losses at the AAA level are 2.Sx higher 
than the implied losses at the BBB level where we have our shorts (the ratio is 
even cheaper for cash due to technicals). If AAAs were priced consistent with 
BBB implied loss levels, they would be trading 5-lOpts higher in synthetics and 
10- 1 5pts higher in cash. 

- On the supply side, we think we can source these assets from SIVs, SIV-lites, 

ABCP Conduits, Sec Lenders, total return accounts. 

- On the demand side, we plan to share this trade quietly with selected risk 
partners. We began doing so yesterday when we sold 1/3 of the AAAs 
purchased off the (redacted] list to [reacted] and 100% of the AAAs from 
[redacted] to [redacted] and [redacted].” 

(a) Is the trade addressed in Question 2, above, related to the transaction addressed in the e- 
mail written by Mr. Bimbaum? 

(b) If so, explain how they are related and whether they were separately implemented. 

(c) If the transactions were not related, explain how they were different, and whether and 
bow the transaction identified by Mr. Bimbaum was implemented. 

5. A Goldman graph entitled “RMBS Subprime Notional History" is Exhibit 56(a) in the 
Subcommittee’s hearing on April 27, 2010. It shows that Goldman had a net short position 
of approximately $8 billion on a notional basis in November 2006 (hereafter the “short 
position”) in the ABX AAA index (hereinafter “ABX AAA”). 

(a) When did Goldman's short position in ABX AAA first reach approximately $8 billion on 
a notional basis? 

(b) Who within Goldman had knowledge of the full extent of the notional short position in 
ABX AAA during FY 2006 and FY 2007? 
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-5- 

(c) Who was responsible for reviewing and approving (he size of the short position in ABX 
AAA? 

(d) Whose capital was used to acquire the approximately $8 billion notional short position 
in ABX AAA? 

(e) Did you understand the short position to be a Goldman proprietary position? 

(f) Did the approximately $8 billion notional short position in ABX AAA include the short 
positions in ABX AAA held by the desks under the control of Messrs. Gasvoda, Nichols, 
and Finck? 

(g) When did Goldman begin to monetize the $8 billion notional short position in ABX 
AAA? How was this accomplished? 

6. (a) In 2007, did the Mortgages Department cover the ABX AAA short position and then, 

after August I, go long on the ABX AAA? 

(b) If so, identify the specific trades that resulted in the long ABX AAA position, including 
the dates of the trades, the amounts involved, and the identity of each counterparty. 

(c) Did the Mortgages Department hedge its long ABX AAA position? If so, how and 
when? 

7. Identify the greatest total notional amount by which the Mortgages Department went long on 
the ABX AAA after August 1 , 2007, and the date on which that position was reached. 

8. Did the Mortgages Department monetize or unwind its ABX AAA long position during the 
period August 1 , 2007 through the end of FY 2007? If so, provide that date of each 
transaction used to monetize or unwind the long position, and the notional amount by which 
the long position was reduced. 

9. Provide the total net profit or loss to the Mortgages Department from the ABX AAA 
transactions during the 4th quarter of FY 2007. 

❖ ❖ ❖ 
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Responses of Mr. Michael Swenson to the 

Supplemental Questions for the Record of the Permanent Subcommittee on Investigations 

I. Exhibit 86 from the Subcommittee’s bearing on April 27, 2010, is an email dated 
September 19, 2006, from Peter Ostrem to the FICC-SPCDOGROUP. The email 
states: 

“We have been asked to do a CBO of S2blD for the ABS desk. Approx, S1.2bln will 
be CDS off single-names referenced from the ABS index 06-1 and 06-2. This is a 
trade we need to execute for the desk over the next 4-6 weeks and involves selling 
half the equity (at least 30mm to sell) and the seniors and the mezz (at least half 
the BBBs to get true sale). I would like everyone to work together on this one. We 
expect to charge ongoing lObp liquidation agent fees and l-1.5pts upfront. Equity 
will be offered around 22% no-loss yield. Obviously important to overall SF floor 
and Sobel and Sparks are focused on this happening . . .“ 

(a) Was the transaction described in this email carried out? Was the transaction 
Hudson Mrazanine Funding 2006-1 (“Hudson Mezzanine”)? If not, what was the 
name of the transaction? 

I was not in the “FICC-SPCDOGROUP” to which this email was sent and have 
no recollection of having seen or received it around the time it was sent. However, based on the 
description in the document, it appears that the transaction matches many of the characteristics of 
Hudson Mezzanine Funding 2006-1 (“HMl”), HMl was carried out. 

(b) Identify by name and job title the individuals in the Mortgages Department who 
were involved in the origination, formulation, design, approval, or implementation 
of the Hudson Mezzanine transaction, or in the sale of securities issued by Hudson 
Mezzanine, and the activities related to ibe transaction that each of them engaged 
in. 

HMl was originated by the CDO Origination Desk, which was headed by Peter 
Ostrem. 1 do recall interacting with Mr. Ostrem in connection with this transaction, including 
discussing with him the possibility of packaging ABX securities into CDOs, as was being done 
by competitors of Goldman, Sachs & Co. ("Goldman Sachs" or the "Firm”). 1 do not recall who 
initiated the conversation. The ABS Desk, which 1 headed, supplied some and possibly all of the 
securities for the transaction. 

(c) Describe iu detail any role you had in the origination, formulation, design, 
approval, or implementation of the Hudson Mezzanine transaction, or in the sale 
of securities issued by Hudson Mezzanine. 

Please see my answer to Question 1 (b). 
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(d) Describe in detail any role the ABS desk bad in the origination, formulation, 
design, approval, or implementation of Hudson Meazanine transaction, or in the 
sale of secnrities issued by Hudson Mezzanine. 

Please see my answer to Question l{b). In addition, after HMl was marketed, 
certain parts of the structure remained in the inventory of the CDO Origination Desk at Goldman 
Sachs. Late in the second quarter of 2007, those retained positions were moved to the ABS 
Desk. The ABS Desk may have subsequently tried to sell some of those positions. 

(e) Was the Hudson Mezzanine transaction a proprietary transaction? 

I do not believe that HMl was designed as a proprietary transaction. 

(i) What did you understand the phrase “for the desk” to mean? 

As noted above, I was not in the “FICC-SPCDOGROUP” to which this email was 
sent and have no recollection of having seen or received it around the time it was sent. In 
addition, 1 do not know what Peter Ostrem meant when he wrote “for the desk.” In reading the 
email, it appears that the phrase could have a number of possible meanings, including Mr. 
Ostrem’s CDO Origination Desk 

(g) Was the purpose of the transaction described in Mr. Ostrem’s email to enable the 
ABS desk to reduce cash or swap positions (and the risk associated with those 
positions) that the ABS desk held? If not, what was the purpose of the transaction? 

Assuming that the transaction described in Exhibit 86 is HMl, the transaction was 
implemented by the CDO Origination Desk, headed by Peter Ostrem, and 1 believe that it was his 
desk’s purpose to identify and pursue a positive arbitrage opportunity. The ABS Desk benefited 
from HMl because HMl provided a buyer for certain long swap positions held by the ABS Desk 
at the time. 

(h) Identify any committee or individual at Goldman Sachs (“Goldman”) that 
approved this transaction. 

Assuming that the transaction described in Exhibit 86 is HMl, I do not know 
whether this transaction was approved by any committee or individual at Goldman Sachs 
because the HMl transaction was not implemented by the ABS Desk but rather the CDO 
Origination Desk. However, I believe that the Mortgage Capital Committee (“MCC") typically 
was involved in the approval process for new issue CDO transactions. 

(i) Identify any employee of Goldman or its affiliates and any third parties who were 
involved in the identification and selection of the assets referenced in the Hudson 
Mezzanine transaction and describe in detail the nature of their involvement, 

1 do not recall who identified or selected the assets referenced in the HMl 
transaction, although 1 believe it is likely that there would have been discussions between the 
ABS Desk and the CDO Desk about the willingness of the ABS Desk to supply risk for the HMl 


- 2 - 
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transaction. Peter Ostrem would have had the ultimate authority to decide on the assets that were 
included in the transaction. 

(j) List the criteria used to ideutify and select the assets that were referenced in the 
Hudson Matzanine transaction. 

I do not recall the criteria used to identify and select the assets referenced in the 
HMl transaction. The desk responsible for designing this transaction, the CDO Origination 
Desk, likely would have worked with the rating agencies and determined the criteria for selecting 
assets. Those criteria would have related to, among other things, originators, servicers and 
issuers of the underlying transactions but I do not recall specifics. 

(k) Based on your knowledge or belief, identity the reasons why Hudson Mezzanine 
was “a trade IGoldman] need[ed) to execute for the desk over the next 4-6 weeks.” 

I do not know why HMl was a trade that Peter Ostrem thought Goldman Sachs 
'‘need[ed] to execute for the desk over the next 4-6 weeks.” In general, I believe that when a 
new issue CDO transaction is fully ramped (/.«., the warehouse is filled), it is in the interest of 
the transaction originator and underwriter to complete the transaction as quickly as possible to 
reduce its market risk associated with those assets. 

(l) Based on your knowledge or belief, identify the reasons why the Hudson 
Mezzanine transaction “invalve{d) selling half the equity (at least 30mra to sell) 
and the seniors and the mezz (at least half the BBBs to get true sale).” 

To me, “true sale” is an accounting concept but 1 am not certain of the specific 
accounting rules that would apply to the transaction described in the email. 

(m) Was the Camber 7 transaction delayed to develop the Hudson Mezzanine 
transaction? If so, explain why. 

1 do not recall whether Camber 7 was affected by the development of HMl. 

2. Exhibit SSb from the Subcommittee’s hearing on April 27, 2010, is an excerpt from 

your 2007 EMD Review. On page 2, in the last sentence of point 3 under the Self- 

Review section, you wrote; 

“I oversaw and directed the covering of $9bb of ABX AAA that the department 
was short and was able to monetize approx S250mm of p and I for tbe origination 
businesses.” 

(a) Describe the purpose of tbe transaction or series of transactions (hereinafter 
“transaction”). 

In this excerpt from my EMD Review, I am describing my efforts to help the 
RMBS Origination Desk cover a number of its short positions. 
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(b) Describe in detail your role in this transaction. 

As a market maker, the ABS Desk purchased the securities that enabled the 
RMBS Origination Desk to cover some of its short positions. 

(c) Identify the assets involved. 

Though I cannot identify all such assets, I believe that ABX 06-1 and 06-2 AAAs 
were, at least, involved in these trades. 

(d) Identify any entity involved in the transaction and its role. 

I do not recall from whom the ABS Desk purchased the securities. Goldman 
Sachs’ trading records will likely provide responsive infomiation. 

(e) Describe and state the notional value of each the assets involved or referenced in 
the transaction. 

1 do not recall the notional value of the purchased securities. Goldman Sachs* 
trading records will likely provide responsive information. 

(f) Identify when the transaction took place. 

1 do not recall when the trades took place. I believe that most if not all occurred 
in the third quarter of 2007. Goldman Sachs’ trading records will likely provide responsive 
information. 

(g) Identify the Goldman personnel who participated in this transaction and the roles 
they performed. 

I do not recall who executed the trades. 1 believe that 1 or Josh Bimbaum, Deeb 
Salem, and/or Edwin Chin were involved, along with a number of sales people. 

(h) Identify the Goldman personnel who reviewed or approved this transaction. 

Responsibility generally resided with the trading desk and its supervisors, acting 
within their risk and product limits. 

(i) State the value when sold or, if retained, the current value of the assets involved in 
this transaction. 

I do not recall the value of the assets involved in these trades. Goldman Sachs’ 
trading records will likely provide responsive information. 

3. Exhibit 36 from the Subcommittee’s hearing on April 27, 2010, contains an email from 

Dan Sparks dated August 14, 2007. It is entitled “Post.” Included in the email is the 

following paragraph written by Mr. Sparks; 


-4- 


PSI_QFR_GS0483 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00472 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



469 


Footnote Exhibits - Page 2727 


“(2) ABX AAA and RMBS may be the best opportunity to make a bunch of 
money. The losses implied from the ABX trading levels seem way too high (over 
30% cum losses). We've been covering, but we will likely come to you soon and say 
we'd like to get long billions - and we'd stay short BBBisb part. The potential for 
large liquidations may continue to put technical pressure on, but once it stops 
AAA should perform strongly.” 

(a) Is the trade addressed in Question 2, above, related to the transaction addressed in 
the email written by Mr. Sparks? 

I do not believe that I received this email. However, from its context, it appears 
that it was not a transaction but, instead, a precursor to the transaction proposed in Exhibit 34 
(the subject of Question 4, below). I am also not certain what is meant by “related to” in this 
question. The decision whether to implement the trades referenced in Exhibits 30 and 34 did not 
depend on the decision to implement the trades I described in the excerpt quoted in Question 2. 

(b) If so, explain how they are related and whether they were separately implemented. 

Please see the answer to Question 3(a). 

(c) If the transactions were not related, explain how they were different, and whether 
and how the transaction identified by Mr. Sparks was implemented. 

I do not believe that I received this email. However, from its context, it appears 
that it was not a transaction but, instead, a precursor to the transaction proposed in Exhibit 34 
(the subject of Question 4, below). I do not believe that the transaction proposed in Exhibit 34 
was implemented, as 1 indicate in my response to Question 4(c), below. In addition, it appears 
from the context of Exhibit 30, that Mr. Sparks is proposing that Goldman Sachs acquire a longer 
position in certain ABX securities. In my EMD Review, 1 am describing trades that were 
designed to cover a short position held by the RMBS Origination Desk that served as a hedge. 

4. Exhibit 34 from the Subcommittee’s hearing on April 27, 2010, is a series of emails 

dated August 21, 2007 and entitled “R£; Potentiai large subprime trade and impact on 

Firmwide VAR.” The first email in the chain, at the bottom of the page, is from Mr. 

Birnbaum. It reads; 

The mortgage department thinks there is currently an extraordinary 
opportunity for those with dry powder to add AAA subprime risk in either cash or 
synthetic form. 

- We would like to be opportunistic buyers of up to SIOBIn subprime AAAs In 
either cash or synthetic (ABX) form and run that long against our $3.SBIn in 
mezzanine subprime shorts. 

- Mortgage dept VAR would be reduced by $7Smm and Firmwide VAR would be 
reduced by S2Smm. 
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- At current dollar prices, the implied losses at the AAA level are 2Jx higher than 
the implied losses at the BBB level where we have onr shorts (the ratio is even 
cheaper for cash due to technicals). If AAAs were priced consistent with BBB 
implied loss levels, they would be trading S-lOpts higher in synthetics and lO-ISpts 
higher in cash, 

- On the supply, side, we think we can source these assets from SIVs, SIV-lites, 
ABCP Conduits, Sec lenders, total return accounts. 

- On the demand side, we plan to share this trade quietly with selected risk 
partners. We began doing so yesterday when we sold 1/3 of the AAAs purchased 
off the [redacted] list to [redacted] and 100% of the AAAs from [redacted) to 
[redacted] and [redacted].” 

(a) Is the trade addressed in Question 2, above, related to the transaction addressed in 
the email written by Mr. Birnbaum? 

I am not certain what is meant by “related to” in this question. The decision 
whether to implement the trades referenced in Exhibits 30 and 34 did not depend on the decision 
to implement the trades 1 described in the excerpt quoted in Question 2. 

(b) If so, explain how they are related and whether they were separately implemented. 

Please see the answer to Question 4(a). 

(c) If the transactions were not related, explain how they were different, and whether 
and how the transaction identified by Mr. Birnbaum was implemented. 

I recall Mr. Birnbaum proposing that Goldman Sachs acquire a longer position in 
certain ABX securities. In my EMD Review. I am describing trades that were designed to cover 
a short position held by the RMBS Origination Desk that served as a hedge. I do not believe that 
Mr. Bimbaum's proposed transaction was implemented. 

S. A Goldman graph entitled “RMBS Subprime Notional History” is Exhibit 56(a) in the 
Subcommittee’s hearing on April 27, 2010. It shows that Goldman had a net short 
position of approximately S8 billion on a notional basis in November 2006 (hereafter the 
“short position”) in the AAA index (hereinafter “ABX AAA”). 

(a) When did Goldman's short position in ABX AAA first reach approximately. S8 
hillion on a notional basis? 

I did not develop this graph and 1 do not recall reviewing it in the normal course 
of business. I do not believe, however, that the positions in the graph accurately depict the “Mtg 
Dept - Mtg NYC SPG Portfolio” because such a chart would reflect the combined positions of 
the desks headed by me (ABS Desk), David Lehman (CMBS Desk), and Jonathan Egol 
(Correlation Desk), and at no time in 2006-2007 was that combined position short $8 billion in 
ABX AAA. I do recall that the RMBS Origination Desk held short positions in ABX AAA that 
totaled approximately $9 billion, but I do not know when that level was first reached. 
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(b) Who withiD Goldman bad knowledge of the full extent of the notional short 
position in ABX AAA during FY 2006 and FV 2007? 

1 did not develop this graph and I do not recall reviewing it in the normal course 
of business. I do not believe, however, that the positions in the graph accurately depict the “Mtg 
Dept - Mtg NYC SPG Portfolio" because such a chart would reflect the combined positions of 
the desks headed by me, David Lehman, and Jonathan Egol, and at no time in 200^2007 was 
that combined position short $8 billion in ABX AAA. I also do not recall who in Goldman 
Sachs knew of the full extent of the notional short position in ABX AAA in FY 2006 and 2007. 
Dan Sparks or any member of the ABS Desk would have had access to the information described 
in this question, but 1 do not recall whether 1 accessed that information. 

(c) Who was responsible for reviewing and approving the size of the abort position in 
ABX AAA? 

1 did not develop this graph and I do not recall reviewing it in the normal course 
of business. I do not believe, however, that the positions in the graph accurately depict the “Mtg 
Dept - Mtg NYC SPG Portfolio” because such a chart would reflect the combined positions of 
the desks headed by me, David Lehman, and Jonathan Egol, and at no time in 2006-2007 was 
that combined position short $8 billion in ABX AAA. I also do not know who in Goldman 
Sachs was responsible for reviewing and approving the size of the hedge in ABX AAA. To the 
extent any particular desk held a short position, I believe that it would have been, at a minimum, 
the responsibility of the head of that desk to review that position. 

(d) Whose capital was used to acquire the approximately S8 billion notional short 
position in ABX AAA? 

I did not develop this graph and I do not recall reviewing it in the normal course 
of business. I do not believe, however, that the positions in the graph accurately depict the “Mtg 
Dept - Mtg NYC SPG Portfolio" because such a chart would reflect the combined positions of 
the desks headed by me, David Lehman, and Jonathan Egol, and at no time in 2006-2007 was 
that combined position short $8 billion in ABX AAA. I also do not recall whose capital was 
used or allocated to acquire the short positions. In general, without knowing the specific short 
position of each desk, I do not know which desk’s capital was used. 

(e) Did you understand the short position to be a Goldman proprietary position? 

1 did not develop this graph and I do not recall reviewing it in the norma! course 
of business. 1 do not believe, however, that the positions in the graph accurately depict the “Mtg 
Dept - Mtg NYC SPG Portfolio" because such a chart would reflect the combined positions of 
the desks headed by me, David Lehman, and Jonathan Egol, and at no time In 2006-2007 was 
that combined position short $8 billion in ABX AAA. In addition, the short position referenced 
in this graph would not be a proprietary position because the short position was largely a hedge 
against the long loan and securities positions held by the RMBS Origination Desk. 
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(f) Did tbe approximately S8 billion notional short position in ABX AAA include the 
short positions in ABX AAA held by the desks under the control of Messrs. 
Gasvoda, Nichols, and Finck? 

i did not develop this graph and I do not recall reviewing it in the normal course 
of business. I do not believe, however, that the positions in the graph accurately depict the "Mtg 
Dept - Mtg NYC SPG Portfolio” because such a chart would reflect the combined positions of 
the desks headed by me, David Lehman, and Jonathan Egol, and at no time in 2006-2007 was 
that combined position short $8 billion in ABX AAA. I also do not know whose short positions 
could have been involved in the graph’s depiction of short positions because I was not involved 
in the development of this graph. To the extent the graph depicts the overall short position of the 
Mortgage Department, it should include the short position of the desks in that department, 
including the desk under the control of Mr. Gasvoda, under whom Matt Nichols and Greg Finck 
worked, 

(g) When did Goldman begin to monetize tbe S8 billion notional short position in ABX 
AAA? How was this accomplished? 

I did not develop this graph and 1 do not recall reviewing it in the normal course 
of business. 1 do not believe, however, that the positions in the graph accurately depict the “Mtg 
Dept - Mtg NYC SPG Portfolio” because such a chart would reflect the combined positions of 
the desks headed by me, David Lehman, and Jonathan Egol, and at no time in 2006-2007 was 
that combined position short $8 billion in ABX AAA, Also, please see my answer to Question 
2(f), above. I recall that during the third quarter, the ABS Desk executed some trades to begin 
monetizing the short position in the securities held by the RMBS Origination Desk. Within the 
ABS Desk, I believe that I or Josh Bimbaum, Deeb Salem, and/or Edwin Chin were involved, 
along with a number of sales people. 

6. (a) In 2007, did the Mortgages Department cover the ABX AAA short position and 
then, after August 1, go long on the ABX AAA? 

Please see my answer to Question 2(f), above. I recall that the ABS Desk covered 
a AAA short position that was held as a hedge by the RMBS Origihation Desk. 1 believe that the 
ABS Desk went longer ABX AAA after covering the short position that was held as a hedge by 
the RMBS Origination Desk, I do not recall the extent to which the ABS Desk went longer ABX 
AAA. Goldman Sachs’ trading records will likely provide responsive information. 

(b) If so, identify the specific trades that resulted in tbe long ABX AAA position, 
including.tbe dates of tbe trades, tbe amounts involved, and tbe identity of each 
counterparty. 

Goldman Sachs’ trading records will likely provide responsive information. 

(c) Did tbe Mortgages Department hedge its long ABX AAA position? If so, bow and 
when? 

From my perspective as head of the ABS Desk, I believe that the Mortgage 
Department did not hedge the ABX AAA referenced in Question 6(a). However, the longer 
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ABX AAA position acquired by the ABS Desk after covering the short position that was held by 
the RMBS Origination Desk served as an offset to the short BBB ABX position held by the ABS 
Desk and reduced the Mortgage Department’s VAR. 

7. Identify the greatest total notional amount by which the Mortgages Department went 
long on the ABX AAA after August 1, 2007, and the date on which that position was 
reached. 


I do not recall the total notional amount that the Mortgage Department went long 
on ABX AAA after August 1 . To the extent that this information can be obtained from Goldman 
Sachs’ trading records, it is my understanding that the Firm is working to provide ttiis 
infonhation to the Subcommittee promptly. 

8. Did the Mortgages Department monetize or unwind its ABX AAA long position during 
the period August 1, 2007 through the end of FY 2007? If so, provide that date of each 
transaction used to monetize or unwind the long position, and the notional amount by 
which the long position was reduced. 

I do not recall how long it took the Mortgage Department to unwind its ABX 
AAA long position or how it did so because the Department’s positions changed daily (even 
intraday) as trades were done and these positions were not segregated in a separate account. To 
the extent that this information can be obtained from Goldman Sachs’ trading records, it is my 
understanding that the Firm is working to provide this information to the Subcommittee 
promptly. 

9. Provide the total net profit or loss to the Mortgages Department from the ABX AAA 
transactions during the 4th quarter of FY 2007. 

1 do not recall the total net profit or loss to the Mortgage Department from ABX 
AAA during that time period. To the extent that this information can be obtained from the 
Goldman Sachs’ trading records, it is my understanding that the Firm is working to provide this . 
information to the Subcommittee promptly. 
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FOR MR. SWENSON’S RESPON^otnote Exhibits - Page 2732 
SUPPLIED BY GOLDMAN SACHS 


Confldoitial Treatment Requested by Goldman Sachs 

!. Exhibit 86 from the Subcommittee's beariog on April 27, 2010, is ao e-mail dated September 19, 2006, 
from Peter Ostrem to tbe RCC-SPCDOGROUP. The e^aii states: 

**We have been asked to do a CDO of S2bio for the ABS desk. Approx. SUbin will be CDS off 
single-names referenced from the ABS index 06-1 and 06-2. This is a trade we need to execute for the 
desk over tbe next 4-6 weeks and involves selling half the equity (at least 3Gmm to sell) and tbe 
seniors and tbe mezz (at least bail the BBBs to get true sale). I would lU(e everyeme to work tt^etber 
on this one. We expect to chaise ongoing lObp liquidation agent fees and l-I.Spt$ upfront. Equity 
will be offered around 22% no-loss :^etd. Obviously important to overall SP floor and Sobel and 
Sparks are focused on this happening ..." 

(a) Was the transaction described in this e-mail carried out? Was tbe transaction Hudson Mezzanine 
Funding 2006-1 ('*Hud$on Mnzanine")? If not, what was the name of the transactioa? 

The facts reflected in the e-mai! are consistent with the Hudson Mezzanine Funding 2006-t 

transaction. 

(b) Identify by name and job title the individuals in tiie Mortgages Department who were involved in tbe 
ori^nation, formulation, design, approval, or implementation of the Hodsqn Mezzanine tninsaction, 
or in the sale of securities issued by Hudson Mezzanine, and tbe activities related to the transaction 
that each of them engaged in. 

The names and job titles of the individuals in tbe Moitg^e Department who were involved in die 
Hudson Mezzanine 2006- 1 transaction are set forth in the marketing flip book and term sheet for the transaction, 
which were imviousty produced to the Subcommittee (bearing production numbers GS MBS-E'001S57726 - 59 
and GS MBS-E-001SS7869 - 73). For the Subcommittee staffs crmventence, additional copies of these materials 
are enclosed herewith. 

(c) Describe in detail any role you bad in tbe origination, formulation, design, approval, or implementation of 
the Hudson Mezzanine transaction, or in tbe sale of securities issued by Hudson Mezzanine. 

Please see Mr. Swenson's response to this Question. 

(d) Describe in detail any role the ABS desk had in tbe origination, formulation, design, approval, or 
implementation of Hudson Mezzanine transaction, or in tbe sale of securities issued by Hudson 
Mezzanine. 

The Structured Products Trading desk entered Into credit default swaps with the SPV in the 
Hudson Mezzwlne 2006-1 trvisaction that had the effect of reducing a long position in the ABX index held by die 
detic. 

(e) Was tbe Hudson Mezzanine transaction a proprietary transaction? 

This transaction was not a proprietary transaction. The Mort^e Department does not engage in 
proprietary hading. 

(!) Wbat did you understand the phrase "for the desk" to mean? 

Please see Mr. Swmison’s response to this (^lestion. 

(g) Was tbe purpose of tbe transaction described In Mr. Ostrem’s e-mail to enable the ABS desk to 
reduce cash or swap positions (and tbe risk associated with those positions) that tbe ABS d^k held? 
If not, what was tbe purpose of tbe transactioa? 
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Please see Mr. Swenson’s response to this Question. 

(h) Identify any committee or individual at Goldman Sachs (“Goldman*^ that approved this transaction. 

Typically, transactions of this type would have been reviewed and approved by members of the 
Mortgage Capital Committee through either a format or informal meeting. The Hudson Mezzanine 2006-1 
transaction s^tpears to have been reviewed and s^pioved throu^ an informal meeting, likely conducted by 
telephone conference. 

(i) Identify any employee of Goldman or its affiliates and any third parties who were involved in the 
identification and selection of the assets referenced in the Hudson Mezzanine transaction and 
describe in detail the nature of their lovotvemenL 

Goldman Sachs selected the portfolio of reference obligations because there was no collateral 
manager or selection agent engaged for this transaction. As noted in our resp<mse to Question !{b) posed to Mr. 
Swenson, the Goldnuui Sa;hs employees involved in the origination and structuring of the transactimi arc set fiwdi 
in the marketing flip book and term sheets for the transaction. 

(1) Ust the criteria used to identify and select the assets that were referenced in the Hudson Mezzanine 
transaction. 

Please see Goldman Sachs’ response to Question l(i) posed to Mr. Swenson. 

(k) Based on your knowledge or belief, Identify the reasons why Hudson Mezzanine was “a trade 
{Goidmani n^|ed) to execute for the desk over Che next 4-6 weeks." 

Please see Mr. Swenson’s response to this Question. 

(l) Based on your knowledge or belief, identify the reasons why the Hudson 

Mezzanine transaction **involve{d| selling half the equity (at least 30mm to sell) and the seniors and 
the mezz (at least half the BBSs to get true sale)." 

Please see Mr. Swenson's response to this (^lestion. 

(m) Was the Camber 7 transaction delayed to develop the Hudson Mezzanine transaction? If so, explain 
why. 

Goldman Sachs does not believe that the Camber 7 transaction was delayed to develop the Hudson Mezzanine 2006- 
I translation. Because die Hudson Mezzanine 2006-1 transaction (i) had a static portfolio, (ii) referenced the 
highly-llquid ABX indices and (iii) did not employ a collateral manager, it moved quickly to market The actively- 
managed Camber 7 transaction, by contrast took much longer to complete. During this period, however, Camber 7 
grew from $500 million to $W0 million. 
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CooBdenttal Treatment Regaested bv Goldman Sachs 

5. A Goldman grapb entitled “RMBS Subprime Notional History” is Exhibit 56(a) in the 
Subcommittee’s bearing on April 27, 2010. It shows that Goldman bad a net short 
position of approximately $S billion on a notional basis in November 2006 (hereafter the 
“short position”) in the ABX AAA index (hereinafter “ABX AAA”). 

(a) When did Goldman's short position in ABX AAA first reach approximately $8 
billion on a notional basis? 

On October 12, 2006, the Mortgage Department’s ABX AAA position reached 
approximately $8 billion on a notional basis. The majority of that position was held by the 
Residential Prime and Credit Origination desks. The position offset long prime and subprime 
whole loan inventory of approximately $10 billion. Tlie two exposures would net to a long 
position. 

(b) Who within Goldman had knowledge of the full extent of the notional short position 
in ABX AAA during FY 2006 and FY 2007? 

(c) Who was responsible for reviewing and approving the size of the short position in 
ABX AAA? 

The Mortgage Department (as well as other trading businesses within Goldman 
Sachs) managed the size of its exposures and inventory in line with risk limits established by 
senior management. These risk limits ensured that regardless of the opinion of an individual 
or a business unit about market direction, risk remains within prescribed levels. The specific 
risk limits relevant to the Mortgage Department included VaR, credit spread widening and 
balance sheet size. 

The ABX AAA position was one of many positions incorporated into all of the 
long and short exposures maintained by the Mortgage Department and reviewed by senior 
leadership within the department. Risk was managed within the risk limits approved by the 
Securities Division Risk Committee. Senior traders within the Mortgage Department and 
Risk Management were generally aware of the increasing size of the short position (as well as 
the offsetting long position) during this period. 

(d) Whose capital was used to acquire the approximately S8 billion notional short 
position in ABX AAA? 

As a market maker, Goldman Sachs assumed risk positions and put its own capital 
at risk. The firm’s capital consisted of shareholder equity, supplemented by long-term debt 
issued by the firm. Goldman Sachs has long had well-established procedures to set risk limits 
by business units and to ensure that the firm has appropriate levels of capital to support those 
levels of activity. 

(e) Did you understand the short position to be a Goldman proprietary position? 

Please see Mr. Swenson’s response to this Question. 
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(1) Did the approximately $8 billion notional short position in ABX AAA include the 
short positions in ABX AAA held by the desks under the control of Messrs, 

Gasvoda, Nichols, and Finch? 

The majority of the approximately $8 billion of notional short position in ABX 
AAA included hedges maintained by the Residential Mortgage Origination business. 

(gj.Wben did Goldman begin to monetize the S8 billion notional short position in ABX 
AAA? How was this accomplished? 

Commensurate with the reduction in long residential loan inventory, the Mortgage 
Department began reducing its short ABX AAA position during the Third Quarter of 2007. This 
was executed through trades, primarily with dealers, where Goldman Sachs sold protection on 
ABX AAA. 


6, (a) In 2007, did the Mortgages Department cover the ABX AAA short position and 
then, after August 1, go long on the ABX AAA? 

Yes. In the latter portion of the third Quarter of 2007, in conjunction with 
reducing its long residential loan inventory, the Mortgage Department reduced its short ABX 
AAA position and ultimately had a long ABX AAA position in the Fourth Quarter of2007. 

(b) If so, identify the specific trades that resulted in the long ABX AAA position, 
including the dates of the trades, the amounts involved, and the identity of each 
counterparty. 

Goldman Sachs encloses a spreadsheet (bearing production number GS MBS 
0000038761) providing information for ABX AAA trades executed in July and August 2007. 

(c) Did the Mortgages Department hedge its long ABX AAA position? If so, how and 
when? 


The Mortgage Department’s ABX AAA position was part of the Department’s 
exposures and was managed in conjunction with other positions held by the Department, For 
example, in the Fourth Quarter of 2007, the Department was short single-name credit default 
swap positions in lower-rated securities, which offset the long exposures including the AAA 
ABX. 
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7. Identify the greatest total notional amount by which the Mortgages Department 
went long on the ABX AAA after August 1, 2007, and the date on which that position was 
reached. 


The largest notional long ABX AAA position held by the Mortgage Department 
after August 1 , 2007 was on September 25, 2007. The position was long approximately $1.8 
billion notional. 


8. Did the Mortgages Department monetize or unwind its ABX AAA long position during 
the period August 1, 2007 through the end of FY 2007? If so, provide that date of each 
transaction used to monetize or unwind the long position, and the notional amount by 
which the long position was reduced. 

The Mortgage Department reduced its long ABX AAA position from September 
25, 2007 through the end of 2007. Goldman Sachs encloses a spreadsheet (bearing production 
number GS MBS 0000038761) providing information on trades during that period. 


9. Provide the total net profit or loss to the Mortgages Department from the ABX AAA 
transactions during the 4tb quarter of FY 2007. 

During the Fourth Quarter of 2007, the Mortgage Department lost approximately 
$152 million on its ABX AAA position. These losses were offset by gains on other positions in 
the mortgage department resulting in a gain of approximately $107 million in non-agency 
residential mortgages for the Quarter. 


ConRUentiai Treatment 

Requested by Goidmsn Sac^s GS MBS (K700038764 

PStQFR^GS0493 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00482 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



479 


BOOK uat 

GOi’i 30 iVto)d /«^'3tRE 
'G02130 MOXABXKEj^A^Oe-1 SDOD^O 
•G02130 MDX/^HE-AAA.06-1 5D002B50 
'G02130 MDXABX.HE>M.0&-2A5OXMURO 
■G02130 MDXABXHEiW^O7-1LPOJ0D5O 
rG02l30 *iroXABX.HE.AAA.(»-2«0XM^0 
rG02l30 MOXABXHEJVAA.07.1LP0JDD50 
fG02130 MOXABX.HEJkAA.07-1U>0JOO50 
rG02130 MDXABX.(C.AAA.07-1lP03Bf^0 
rG02130 MOXASX.HEJ^07-2SXO6DUZO 
rG02130 MDXABX.HEJVAA.06-1 SD0DZ65Q 
rG02130 MDXABXHE.AAA.G&-1«30DZB50 
rG02130 MDXABX.HEAAA07.1U>03BPRO 
rG02130 MDX<aBX.HEJ\AA.07-1lPOEY820 
rG02130 MOX/^HEA*A06-1 SD0A3W1 
rG021»> MOXA8XHEAAA.O&-1 5D0DZ850 
rG02130 MDXASX.KEJ^AA.074LP03BPRO 
7002130 MDX>^HEAAA.07.2SX06OUZ0 
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rG021% MDX/^HEAAA.06-1500A3VK1 
76021% MDX ABXHE.AAA.06-1 500 OZB50 
76021% MDXABXHEAAA.06>1SO0A3VKt 
7(%213Q MDXABX.HEAAA.Oe-15D0 02B50 
7002130 MDX ABXHE>kAA.06-1 500 02650 
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V5TGO2130 MDXA8XHE>AA.07.2SX060C» 
MTG02130 MDXA8XHEJy^07-2SX06OCZ0 
MTG02130 MDXABXHE.AAA.07-2SXOeDCZO 
WTG02t30 liM)X/^XHEA^A.07-2SX06OCZ0 
«TG02130 li«)XABXHE.AAA07*2S»6DCZO 
VrrG02130 MDXABXHEJW^.07-2 5X06DC20 
VrrG02130 MOXABXHE>^AA.07.2SX06DC20 
V!TG02130 M0XAaXHEJVAA.07-2SX06DCZ0 
VrrG02130 MCaABXI«J^AX07.2SX0 8DCa> 
«TG02130 MDXABX^CAAX.07-2SXOSDCZO 
vrrG02130 MDXABXHEAAA.07-2SX06DCZ0 
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MTG02130 MDXABXHE>AA.07-2SX06DCZ0 
MTG02130 WCXABXHEA\A.07-2SX06DCZ0 
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'i*TG02130 MDXA8XI«AAA.07-1LP03BPRO S08982312389A 

VITGoaiSO MDXABX.HEAAA.O7.11.P0 3BPRO SDB982312397A 

'^002130 MOXABXHE-AAAOMLPO^PRO SOB982312432A 

<1*1002130 »«3XABXHEJW107.1LP03W^0 SDB98231247tA 

<*1002130 MDX>^1ffi.AAA07-1LP038PR0 SDB982312496A 

<>*1002130 MDXA8XHEAAAO7-1LP038PR0 SOB982312529A 

<1*1002130 MDXABXHEAAA07-1 LP0 38PRQ SDB9B2312560A 

<41002130 MOXABXHEAAA08-15DDA3VK1 SDB9B2122528A 

<*1002130 MOX.^XHEAAA06-1 SD0A3VK1 SD8^2125443A 

<*1002130 M0X^^1^JW<.0&-2/^KMUR0 SOB982306991.1A 

<«TG02130 MOX/^HEMAO&-15{X)OZB50 SDB98230874SA 

<*1002130 MOX;^XHEAAA.06-1SO0DZB90 SOB9823087S7A 

<*1002130 M0XABXHEAAA.(^1500DZB50 SOB982305954A 

<*1002130 li*OXABXHEAAA.O&-2AS}KMURO SD8982306991A 

<*1002130 MOXMXHEAAAO&-1 500A3VK1 SDB9a2152477A 

<*1002130 MDX/WXHEAAA.07.1LP03BPR0 SDB982295257A 

<*1002130 MDXABX1CAAA.08-15000ZB50 SDB982295375A 

<*1002130 MOXASXHEAAA.06-2A^IQ*UR0 SDB982292604A 

<*1002130 MOXA^HE.AAA.(:»-15DODZBSO SOB9^3113A 

<*1002130 MDXABXKEAAA08-2A50>a*UR0 ^B982293?58A 

<*10021^ MDX ABXHE.AAA0&-2 A50 lO^URO SDS98228e852A 

<*1002130 MOXABXKEAAA.O7-2SX06DCZO S08982289464A 

<*10021^ MDXA8XHEJ<AA.07-2 SXO G32N0 SOB382123431A 

<*1002130 MDXABXHEAAA07-1LP0 3BPR0 SO89822e6570A 

<*1002130 MDXABXHEAAA07-1 LP038PRO SOB9B2286621A 

<*1<^2130 MDXABXHE.AAA07-UP03ffi>RO SOB982287158A 
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SUPPLEMENTAL QUESTIONS FOR THE RECORD 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 
to 

JOSHUA S. BIRNBAUM 

Former Managing Director 
Structured Products Group Trading 
The Goldman Sachs Group, Inc. 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS: 
THE ROLE OF INVESTMENT BANKS 
April 27, 2010 


Please provide answers to the following questions bv June IS. 2010 : 

1 . Is it, or was it, your understanding or belief that one or more individuals within Goldman 
Sachs (“Goldman") believed that the ABS desk made money in 2007 primarily from a 
single short trade (the “Trade")? If so, provide the following information. 

(a) Identify by name and job title any individuals that you understood held that belief. 

(b) Describe in detail the Trade to which you understood any such individuals to be 
referring. 

(c) State the notional value of the Trade. 

(d) Describe in detail the assets or positions that were included or referenced in the Trade. 

(e) Describe in detail how Goldman unwound or covered the positions acquired in the 
Trade. 

(f) State when Goldman unwound or covered the positions acquired in the Trade. 

(g) State the amount of profit made, or loss avoided, by Goldman from the Trade. 

If you are unable to provide complete answers to any of the foregoing questions, identify 
the persons within Goldman who would be able, to provide the answers or information 
requested. 

2. Is it or was it your understanding or belief that by June 2007, all CDO and RMBS positions 
retained by SPG Trading were identified and already hedged? 


PSLQFR_GS0499 


VerDate Nov 24 2008 


09:58 May 19, 2011 Jkt 066051 


PO 00000 


Frm 00488 Fmt 6602 Sfmt 6602 


P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



485 


Footnote Exhibits - Page 2743 


- 2 - 

3. Is it or was it your understanding or belief that after the Bear Steams Asset Management 
(BSAM) unwind in 2007, SPG Trading initiated shorts on an outright basis, with no 
accompanying CDO or RMBS retained position longs? If so, what was the dollar value of 
tile short position acquired as a result off that activity? 

4. Is it or was it your understanding or belief that the shorts referenced in Question 3, above, 
were not a hedge? 

5. Exhibit 86 from the Subcommittee’s hearing on April 27, 2010, is an email dated 
September 19, 2006, from Peter Ostiem to the FICC-SPCDOGROUP. The email states: 

“We have been asked to do a CDO of $2bln for the ABS desk. Approx. 

$1.2bln will be CDS off single-names referenced from the ABS index 06-1 
and 06-2. This is a trade we need to execute for the desk over the next 4-6 
weeks and involves selling half the equity (at least 30mm to sell) and the 
seniors and the mezz (at least half the BBBs to get true sate). I would like 
everyone to work together on this one. We expect to charge ongoing lObp 
liquidation agent fees and l-1.5pts upfront, ^uity will be offered around 
22% no-loss yield. Obviously important to overall SP floor and Sobel and 
Sparks are focused on this happening . . 

(a) Was the transaction described in this email carried out? Was the transaction Hudson 
Mezzanine Funding 2006-1 (“Hudson Mezzanine’’)? If not, what was the name of the 
transaction? 

(b) Identify by name and job title the individuals in the Mortgages Department who were 
involved in the origination, formulation, design, approval, or implementation of the 
Hudson Mezzanine transaction, or in the sale of securities issued by Hudson 
Mezzanine, and the activities related to the transaction that each of them engaged in. 

(c) Describe in detail any role you had in the origination, formulation, design, approval, or 
implementation of the Hudson Mezzanine transaction, or in the sale of securities 
issued by Hudson Mezzanine. 

(d) Describe in detail any role the ABS desk had in the origination, formulation, design, 
approval, or implementation of Hudson Mezzanine transaction, or in the sale of 
securities issued by Hudson Mezzanine, 

(e) Was the Hudson Mezzanine transaction a proprietary transaction? 

(f) What did you understand the phrase “for the desk" to mean? 


PSLQFR_GS0500 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00489 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



486 


Footnote Exhibits - Page 2744 


-3- 

(g) ■ Was the purpose of the transaction described in Mr. Ostrem’s email to enable the ABS 

desk to r^uce cash or swap positions (and the risk associated with those positions) 
that the ABS desk held? If not. what was the purpose of the transaction? 

(h) Identiiy any committee or individual at Goldman that approved this transaction. 

(i) Identify any employee of Goldman or its affiliates and any third patties who were 
involved in the identification and selection of the assets referenced in the Hudson 
Mezzanine transaction and describe in detail the nature of their involvement. 

® List the criteria used to identify and select the assets that were referenced in the 
Hudson Mezzanine transaction. 

(k) Based on your knowledge or belief, identify the reasons why Hudson Mezzanine was 
“a trade [Goldman] need[ed] to execute for the desk over the next 4-6 weeks." 

(l) Based on your knowledge or belief, identify the reasons why the Hudson Mezzanine 
transaction “involve[d] selling half the equity (at least 30mm to sell) and the seniors 
and the mezz (at least half the BBBs to get true sale).” 

(m) Was the Camber 7 transaction delayed to develop the Hudson Mezzanine transaction? 

If so, explain why. 

6. During your tenure in the Mortgages Department at Goldman, did you ever intentionally 
fail to respond to a request for a bid or an offer to purchase from a customer or another 
broker-dealer? If so, explain the circumstances. 

7. During your tenure in the Mortgages Department at Goldman, did you ever knowingly 
make a non-competitive response to a request for a bid or an offer to purchase? 

8. During your tenure in the Mortgages Department at Goldman, did you ever inform a 
customer or a broker-dealer that Goldman did not make a market in any ABX product in 
order to avoid selling or purchasing that product? 

9. Exhibit 34 from the Subcommittee’s hearing on April 27, 2010, is a series of emails dated 
August 21. 2007, and entitled “RE: Potential large subprime trade and impact on Firmwide 
VAR.” The first email in the chain, at the bottom of the page, was written by you. It reads: 

“- The mortgage department thinks there is currently an extraordinary 
opportunity for- those with dry powder to add AAA subprime risk in either 
cash or synthetic form. 
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- We would like to be opportunistic buyers of up to SlOBln subprime AAAs 
in either cash or synthetic (ABX) form and run that long against our $3.5Bln 
in mezzanine subprime shorts. 

- Mortgage dept VAR would be reduced by $75mm and Firmwide VAR 
would be reduced by $25mm. 

- At current dollar prices, the implied losses at the AAA level are 2.5x 
higher than the implied losses at the BBB level where we have our shorts 
(the ratio is even cheaper for cash due to technicals). If AAAs were priced 
consistent with BBB implied loss levels, they would be trading 5-lOpts 
higher in synthetics and 10-15pts higher in cash. 

- On the supply side, we think we can source these assets from SIVs, SIV- 
lites, ABCP Conduits, Sec Lenders, total return accounts. 

- On the demand side, we plan to share this trade quietly with selected risk 
partners. We began doing so yesterday when we sold 1/3 of the AAAs 
purchased off the [redacted] list to [redacted] and 1 00% of the AAAs from 
[redacted] to [redacted] and [redacted]." 

(a) Was the transaction or series of transactions (hereinafter “transaction”) you proposed 
in your email (“We would like to be opportunistic buyers of up to SlOBln subprime 
AAAs in either cash or synthetic (/VBX) form and run that long against our $3.5Bln in 
mezzanine subprime shorts"), or a transaction similar to the one you identified in your 
email, implemented? If so, provide the following information. 

(b) Describe the purpose of the transaction. 

(c) Describe in detail your role in this transaction. 

(d) Identify the assets involved. 

(e) Identify any entity involved in the transaction and its role. 

(f) Describe and state the notional value of each the assets involved or referenced in the 
transaction. 

(g) Identify when the transaction took place. 

(h) Identify the Goldman personnel who participated in this transaction and the roles they 
performed. 

(i) Identify the Goldman personnel who reviewed or approved this transaction. 

(j) State the value when sold or, if retained, the current value of the assets involved in this 
transaction. 
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10. Exhibit 30 from the Subcommittee’s hearing on A^I 27, 2010, contains an email from Mr. 
Sparks, dated August 14, 2007. It is entitled “Post.” Included in the email is the following 
paragraph written by Mr. Sparks: 

“(2) AAA ABX and RMBS may be the best opportunity to make a bunch of 
money. The losses implied from the ABX trading levels seem way too high 
(over 30% cum losses). We've been covering, but we will likely come to 
you soon and say we’d like to get long billions - and we'd stay short BBBish 
part. The potential for large liquidations may continue to put technical 
pressure on, but once it stops AAA should perform strongly.” 

(a) Is the transaction addressed in Question 9, above, related to the transaction addressed 
in the email written by Mr. Sparks? 

(b) If so, explain how they are related and whether they were separately implemented. 

(c) If the transactions were not related, explain how they were different, and how the 
transaction identified by Mr. Sparks was implemented. 

1 1 . Exhibit 55b from the Subcommittee ’s hearing on April 27, 20 1 0, is an excerpt from Mr. 
Swenson’s 2007 EMD Review. On page 2, in the last sentence of point 3 under the Self- 
Review section, Mr. Swenson wrote; 

“I overeaw and directed the covering of $9bb of AAA ABX that the department was 
short and was able to monetize approx $250mm of p and I for the origination 
businesses.” 

(a) Is the transaction addressed in Question 9, above, related to the transaction addressed 
in Mr. Swenson’s 2007 EMD Review? 

(b) If so, explain how they are related and whether they were separately implemented. 

(c) If the transactions were not related, explain how they were different, and how the 
transaction identified by Mr. Swenson was implemented. 

12. A Goldman graph entitled “RMBS Subprime Notional History” is Exhibit 56(a) in the 
Subcommittee’s heating on April 27, 2010. It shows that Goldman had a net short position 
of approximately $8 billion on a notional basis in November 2006 (hereafter the “short 
position”) on the ABX AAA index (hereafter “ABX AAA”). 

(a) When did Goldman's short position in ABX AAA first reach approximately $8 billion 
on a notional basis? 
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(b) Who within Goldman had knowledge of the full extent of the notional short position in 
ABX AAA during FY 2006 and FY 2007? 

(c) Who was responsible for reviewing and approving the size of the short position in 
ABX AAA? 

(d) Whose capital was used to acquire the approximately $8 billion notional short position 
in ABX AAA? 

(e) Did you understand the short position to be a Goldman proprietary position? 

(f) Did the approximately $8 billion notional short position in ABX AAA include the 
short positions in ABX AAA held by the desks under the control of Messrs. Gasvoda, 
Nichols, and Finck? 

(g) When did Goldman begin to monetize the $8 billion notional short position in ABX 
AAA? How was that accomplished? 

13. (a) In 2007, did the Mortgages Department cover the ABX AAA short position and then, 

after August 1 , go long on the ABX AAA? 

(b) If so, identify the specific trades that resulted in the long ABX AAA position, 
including the dates of the trades, the amounts involved, and the identity of each 
counterparty. 

(c) Did the Mortgages Department hedge its long ABX AAA position? If so, how and 
when? 

14. Identify the greatest total notional amount by which the Mortgages Department went long 
on the ABX AAA after August 1 , 2007, and the date on which that position was reached. 

15. Did the Mortgages Department monetize or unwind its ABX AAA long position during the 
period August 1 , 2007 through the end of FY 2007? If so, provide the date of each 
transaction used to monetize or unwind the long position, and the notional amount by 
which the long position was reduced. 

16. Provide the total net profit or loss to the Mortgages Department from the ABX AAA 
transactions during the 4th quarter of FY 2007. 

❖ ❖ 
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Schulte Roth&Zabel llp 

1152 Fifteenth Street, NW. Suite 850 
Washington. DC 20005 
202.729,7470 
202.730.4520 r.> 

www,srz.com 


Writer's Direct Number Writer's E-mail Address 

202.729.7476 peter.white@srs.com 


June 21, 2010 

VIA EMAIL (marv robert8on@lisgac.senate.eov> 

The Honorable Carl Levin 
da Mary Robertson, Chief Clerk 
United States Senate 

Committee on Homeland Security and Governmental Affairs 
Washington, DC 20510-6250 

Re: Permanent Subcommittee on Investigations' Follow Up Questions 

Dear Senator Levin: 

Enclosed please find, on behalf of Joshua S. Birabaum, responses to the questions posed 
in your letter dated May 24, 2010 following the April 27, 2010 hearing. As you are aware, 

Mr. Bimbaum is no longer employed by Goldman Sachs and therefore does not have access to 
the documents and other sources of information needed to answer many of the supplemental 
questions. 

Should you have any further questions, please contact me. 



Enclosure 


DOC ID-1 1208193.1 
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Responses of Joshua S, Birnbaum to 
Additional Questions Posed by the 
Permanent Subcommittee on Investigations 

1 . I do not believe that the profitability of the ABS desk in 2007 was driven primarily by a 
single short trade, and do not know of anyone at Goldman Sachs (“Goidn^”) who 
thought it was. 

2. 1 do not know whether all CDO and RMBS positions retained by SPG Trading were 
identified and already hedged by June 2007. I did not retain the records from my time 
with Goldman relevant to making sutdi a determination. In any event, as I testified, there 
was significant debate within Goldman regarding the extent of our CDO and RMBS 
exposures and how to hedge them in part because hedging in this space is not subject to 
discrete, clear-cut mapping. Goldman would be better able to provide the details asked 
for in this question. 

3. in late June and July 2007, SPG T tading sold the ABX index and bought protection in the 
single name market, thereby lessening that book's long exposure and increasing its short 
exposures. Because 1 did not retain records from my time at Goldman, I do not know the 
dollar value of the short position acquired as a result of that activity. Goldman would be 
better able to provide the details asked for in this question. 

4. I do not know whether “the shorts referenced in Question 3" were a hedge because I do 
not recall the extent of those positions or the other long investments Goldman held at that 
time, and do not have the records necessary to make such a determination. Goldman 
would be better able to provide the details asked for in this question. 

5. 1 did not receive the email and do not know what is meant by the various phrases the 
Subcommittee has quoted from that message. Though I do not have access to all of the 
documents that might help refresh my recollection at this time, I believe the concept 
referenced in this email became the Hudson Mezzanine Funding 2006-1 transaction. 

Other than Peter Ostrem, who sent this email, I do not remember who else was involved 
in the origination, formulation, design, approval or implementation of this transaction, or 
in the sale of securities issued by the Hudson Mezzanine. I do not recall having any role 
in that process, other than perhaps providing pricing for the ABX Index, and do not 
remember whether anyone else on the ABS desk had such a role. I do not know who 
approved the transaction or selected its referenced assets, or what the criteria for selection 
were. I believe that the purpose of the transaction was to provide clients interested in 
purchasing subprime risk exposure with a diversified portfolio that included CDS from 
the single names that were included in the 06-1 and 06-2 ABX index and other single 
name CDS which, if attractive to investors, could also reduce the ABS trading desk’s 
long position in the ABX Index. I do not know what the Subcommittee means by the 
term “proprietary,” but this was not a proprietary transaction as I understand the meaning 
ascribed to that term by Goldman and the broader Wall Street community. I do not 
recognize the name “Camber 7.” 


PSI_QFR_GS0506 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00495 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



492 


Footnote Exhibits - Page 2750 


6. During my tenure at the Mortgage Department at Goldman, in connection with our role 
as a maricel maker, we provided liquidity to customers who requested bids or offers in the 
context of the market. 1 do not reckl intentionally failing to respond to a customer 
request for a bid or an offer. It would not be unusual for a broker to not respond to 
another broker's requests and market practice does not dictate any obligation to provide 
liquidity to counterparties that are not clients. 

7. As I do not understand what is meant by “a noncompetitive response to a request for a 
bid or an offer to purchase,” I cannot answer the Committee’s question as posed. 

8. I do not recall informing any customers that Goldman did not make a market in any ABX 
product in order to avoid selling or purchasing that product. 

9. The transaction I proposed in this email was not implemented. Its purpose would have 
been to hedge out desk’s existing mezzanine subprime BBB short position by purchasing 
a significant AAA long position, 

10. The transaction addressed in the email from Mr. Sparks dated August 14, 2007 was 
related to the transaction addressed in Question 9, but I do not believe either was 
implemented as described. 

1 1 . The transaction referenced in Mr. Swenson’s 2007 HMD review was not related to the 
transaction addressed in Question 9. The transaction referenced in the emails referenced 
in Questions 9 and 10 proposed to purchase AAA long positions to offset existing BBB 
short positions. The transaction described in Mr. Swenson’s EMD review covered short 
AAA positions held outside the SPG Trading group. 

12. The graph entitled “RMBS Subprime Notional History” is misleading to the extent that it 
purports to amalgamate positions that cannot be offset against one another from a risk 
management perspective. See Transcript of Proceedings, United States Senate, 

Permanent Subcommittee on Investigations, April 27, 2010, at 75-76. Combining these 
very different positions in this way does not reflect the firm’s position or what would 
happen to the firm's profit and loss statement to the extent the market moved up and 
down. I do not have access to the records necessary to determine when Goldman’s short 
position in ABX AAA reached any particular level on a notional basis, and do not believe 
this number to be particularly meaningful from a risk management perspective. I c^ot 
answer the question further as I did not take those records with me when I left Goldman. 
Goldman would be better able to provide the details asked for in this question. 

13. I recall that the Mortgage Department covered many of its ABX AAA short positions in 
mid 2007, but do not recall whether the Department went net long after August 1, 2007. 
As I am not certain there was a long ABX AAA position after August 1, 2007, and as I 
did not retain the relevant documents after leaving Goldman, I cannot provide the 
information requested regarding trading and hedging activity. Goldman would be better 
able to provide the details asked for in this question, 

14. As I did not retain the documents relevant to this issue after leaving Goldman, I cannot 
determine the greatest total notional amount by which the Mortgage Department went 
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long on the ABX AAA after August 1, 2007. In fact, as mentioned above, I do not even 
know whether the Department actually went long on the ABX AAA after August 1, 2007. 
Goldman would be better able to provide the details asked for in this question. 

1 5. Without access to the relevant records, I cannot answer wheftier the Mortgage 
Department monetized or unwound some or all of its ABX AAA position between 
August 1 , 2007 and the end of the year. Goldirum would be better able to provide the 
details asked for in this question. 

16. I do not know the total net profit or loss to the Mortgage Department from the ABX AAA 
transactions during the fou^ quarter of FY 2007. Goldman would be better able to 
provide the details asked for in this question. 
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Schulte Roth&Zabel u-P 

1152 Fifteenth Street. NW. Suite 850 
Washington. DC 20005 
202.729,7470 
202.7JO.4520 fw 

www.sre.com 


Writer's Direct Number Writer's E-mail Address 

202.729.7476 peter.white@srz-COm 


October 20, 2010 


VIA COURIER 

The Honorable Carl Levin 
Attn: Mr. Bob Roach 
United States Senate 

Committee on Homeland Security and Governmental Affairs 
199 Russel! Senate Office Building 
Washington, DC 205 1 0-6250 

Re: Supplemental Responses to Selected Permanent Subcommittee on 
Investigations Follow Up Questions 


Dear Senator Levin; 

We write on behalf of Joshua S. Bimbaum to supplement responses to certain questions 
posed in your May 24, 2010 letter following his testimony at the April 27, 2010 hearing. During 
Mr. Bimbaum's second interview with your staff on October 1 , 2010, it was revealed that a draft 
of a document Mr. Bimbaum wrote in 2007 (SPG Trading - 2007, GS MBE-E-01 5654036-50, 
copy attached) was quoted extensively, without citation, in certain follow up questions posed to 
Mr. Bimbaum (specifically Questions 1 -4) . Unfortunately, Mr. Bimbaum did not have a copy 
of that document at the time he responded to the May 24 questions and, therefore, could not use 
it to refresh his recollection of events that occurred several years ago. Curiously, nothing in the 
questions indicated that your staff had incorporated quotations from a document, unlike the many 
other questions posed where the your staff clearly indicated that it was quoting from documents 
that had been provided to Mr. Bimbaum. We cannot understand what legitimate reason die staff 
would have for neither providing the document nor even disclosing that it was quoting a 
particular document in posing these questions. Without the benefit of that document, Mr. 
Bimbaum was not able to answer all of the questions in his written responses. In fact, his 
response to the questions at issue specifically noted that he did not have the documents necessary 
to refresh his recollection. 

Having now reviewed the document quoted in the questions posed, Mr. Bimbaum’s 
recollection is refreshed regarding certain events that occurred during 2006 and 2007. 
Accordingly, even though nothing contained in the document is inconsistent with Mr. 
Bimbaum's June 21, 2010 responses, we wish to supplement those responses as follows; 
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1 . Question: Is it, or was it, your understanding or belief that one or more individuals at 
Goldman Sachs (“Goldman ") believed that the ABS desk made money in 2007 primarily 
from a single short trade (the “Trade ")? If so, provide the following irformatlon. 

(a) Identify by name and Job title any individuals that you understood held that belief 

(b) Describe in detail the Trade to which you understood any such individuals to be 
referring. 

(c) Stale the notional value of the Trade. 

(d) Describe in detail the assets or positions that were included or referenced in the 
Trade. 

(e) Describe in detail how Goldman unwound or covered the positions acquired in 
the Trade. 

(e) Stale when Goldman unwound or covered the positions acquired in the Trade. 

(j) State the amount of profit made, or loss avoided, by Goldman from the Trade. 

If you are unable to provide complete answers to any of the foregoing questions, identijy 
the persons within Goldman who would be able to provide the answers or information 
requested. 

Previous Answer. I do not believe that the profitability of the ABS desk in 2007 was 
driven primarily by a single short trade, and do not know of anyone at Goldman Sachs 
(“Goldman’') who thought it was. 

Supplemental Answer: In late 2007, 1 drafted a deck of PowerPoint slides entitled 
“SPG Trading - 2007" for possible use in the compensation process at Goldman. OS 
MBS-E-0 15654036-050 (attached). We ultimately decided not to use that document in 
connection with the 2007 compensation process and, at the time I responded to die 
Subcommittee’s written questions, 1 did not recall even having created an unused draft of 
it. In that document, there was a slide dedicated to debunking the potential 
misimpression about SPG Trading that “2007 was a unique event, desk made money 
primarily from a single short trade, results not likely to repeatable.” GS MBS-E- 
015654041. This is the document which the Subcommittee was quoting in Question Ml 
(“ desk made money in 2007 primarily from a single short trade ”). The document goes 
on to state: “Revenues in 2007 were diversified across many different strategies 
(directional both long and short, capital structure, index/SN [ABX Index/Single Names] 
basis, tiering, idiosyncratic, flow trading). We switched direction several times with 
well-timed calls relative to subsequent market moves.” Id. Having now reviewed the 
document quoted in this question, which was not available to me at the time I answered 
the Subconunittee’s questions previously, i stand by my prior answer. 


2 


PSI_QFR_GS0510 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00499 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



496 


Footnote Exhibits - Page 2754 


2. Question: Is it or was it your understanding or belief that by June 2007, all CDO and 
SMBS positions retained by SPG Trading were identified and already hedged? 

Previous Answer; 1 do not know whether all CDO and RMBS positions retained by 
SPG Trading were identified and already hedged by June 2007. I did not retain the 
records from my time with Goldman relevant to making such a detenninatioa In any 
event, as 1 testified, there was significant debate within Goldman regarding the extent of 
our CDO and RMBS exposures and how to hedge them in part because hedging in this 
space is not subject to discrete, clear-cut mapping. Goldman would be better able to 
provide the details asked for in this question. 

Supplemental Answer: As noted in my previous answer, because I did not have access 
to Ae records in the possession of the Subcommittee and Goldman when I answered this 
question, I did not know whether all CDO and RMBS positions retained by SPG Trading 
were identified and already hedged, nor did I recall whether I held that belief as of June 
2007. Without the benefit of the PowerPoint slides entitled “SPG Trading - 2007,” ray 
initial answer was based on what 1 was able to recall. The staff recently showed me the 
deck of “SPG Trading - 2007" PowerPoint slides that helped refresh my recollection. In 
that document, which we ultimately decided not to use in the compensation process, I 
stated: “By June, all retained CDO and RMBS positions [retained by SPG Trading] were 
identified and already hedged." GS MBS-E-0156S4044. Having now reviewed the 
document, I recall that I did believe, in late 2007, that all COO and RMBS positions 
retained by SPG Trading were identified and already hedged by June 2007. As I 
testified, though, there was significant debate within Goldman regarding the extent of our 
CDO and RMBS exposures and how to hedge them in part because hedging in this space 
is not subject to discrete, clear-cut mapping. 

3. Question: Is it or was it your understanding or belief that after the Bear Stearns Asset 
Management (BSAM) unwind in 2007, SPG Trading initiated shorts on an outright basis, 
with no accompanying CDO or RMBS retained position longs? If so, what was the dollar 
value of the short position acquired as a result of that activity? 

Previous Answer: In late June and July 2007, SPG Trading sold the ABX index and 
bought protection in the single name market, thereby lessening that book’s long exposure 
and increasing its short exposures. Because 1 did not retain records fiom my time at 
Goldman, 1 do not know the dollar value of the short position acquired as a result of that 
activity. Goldman would be better able to provide the details asked for in this question. 

Supplemental Answer: In late 2007, in the deck of PowerPoint slides entitled “SPG 
Trading - 2007” that we ultimately did not use in the compensation process, I stated that 
“SPG trading reinitiated shorts post BSAM unwind on an outright basis with no 
accompanying CDO or RMBS retained position longs.” GS MBS-E-0 1 5654044. Having 
reviewed the document the staff did not previously identify, I can now recall that, as of 
late June and July 2007, 1 believed that this SPG Trading activity resulted in the initiation 
of shorts on an outright basis with no accompanying CDO or RMBS retained position 
longs following the Bear Steams Asset Management unwind in 2007. Even without the 
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benefit of the document quoted by the Subcommittee without citation in this question, my 
previous answer was accurate. 

4. Question; Is it or was it yow understanding or belief that the shorts referenced in 
Question S, above, were not a hedge? 

Previous Answer: 1 do not know whether “the shorts referenced in Question 3” were a 
hedge because I do not recall the extent of those positions or the other long investments 
Goldman held at that time, and do not have the records necessary to make such a 
deteimination. Goldman would be better able to provide the details asked for in this 
question. 

Supplemental Answer to Questions 3 and 4; In late 2007, in the deck of PowerPoint 
slides entitled “SPG Trading - 2007” that we ultimately did not use in the compensation 
process, I stated that “SPG trading reinitiated shorts post BSAM unwind on an outright 
basis with no accompanying CDO or RMBS retained position longs. In other words, the 
shorts were not a hedge." GSMBS-E-015654044 (emphasis in original). Having 
reviewed the document the staff did not previously provide me, I can now recall that, as 
of late June and July 2007, 1 believed that this SPG Trading activity resulted in the 
initiation of shorts on an outright basis with no accompanying CDO or RMBS retained 
position longs following the Bear Steams Asset Management unwind in 2007, and that 
these short positions were not a hedge. At the time, as I previously testified, my desk 
traded, within firm-established risk parameters, with a short bias, resulting in a net short 
position for the SPG Trading desk. Opening Statement of Josh Bimbaum, United States 
Senate, Permanent Subcommittee on Investigations, April 27, 2010, at 2-3. Even without 
the benefit of the document quoted by the Subcommittee without citation in these 
questions, my previous answers were accurate. 

5. Question: Exhibit 86 from the Subcommittee 's hearing on April 27, 2010, is an email 
dated September 19, 2006, from Peter Ostrem to the FICC-SPCDOGROUP. The email 
stales: 


"IVe have been asked to do a CDO ofS2bln for the ABS desk. Approx. 

$l.2bln will he CDS off single-names referenced from the ABS index 
06-1 and 06-2. This is a trade we need to execute for the desk over the 
next 4-6 weeks and involves selling half the equity (at least 30mm to 
sell) and the seniors and the mezz (at least half the BBBs to get true 
sale). I would like everyone to work together on this one. We expect 
to charge ongoing I Obp liquidation agent fees and 1-1. Spts upfront. 

Equity will be offered around 22% no-loss yield. Obviously important 
to overall SP floor and Sobel and Sparks are focused on this 
happening ..." 

(a) Was the transaction described in this email carried out? Was the transaction 

Hudson Mezzanine Funding 2006-1 ("Hudson Mezzanine")? If not, what was the 
name of the transaction? 
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fi) Identify by name and job title the individuals in the Mortgages Department who 

were involved in the origination, formulation design approval, or 
implementation of the Hudson Mezzanine transaction or in the sale of securities 
issued by Hudson Mezzanine, and the activities related to the transaction that 
each of them engaged in 

(c) Describe in detail any role you had in the origination formulation, design 
approval, or implementation of the Hudson Mezzanine transaction or in the sale 
of securities issued by Hudson Mezzanine. 

(d) Describe in detail any role the ABS desk had in the origination formulation 
desi^, approval, or implementation of Hudson Mezzanine transaction, or in the 
sale of securities issued by Hudson Mezzanine. 

(e) Was the Hudson Mezzanine transaction a proprietary transaction? 

0 What did you understand the phrase "for the desk " to mean? 

(g) Was the purpose of the transaction described in Mr. Ostrem 's email to enable the 
ABS desk to reduce cash or swap positions (and the risk associated with those 
positions) that the ABS desk held? If not, what was the purpose of the 
transaction? 

(h) Identify any committee or individual at Goldman that approved this transaction. 

(i) Identify any employee of Goldman or its ajftliates and any third parties who were 
involved in the identification and selection of the assets referenced in the Hudson 
Mezzanine transaction and describe in detail the nature of their involvement. 

(!) List the criteria used to identify and select the assets that were referenced in the 
Hudson Mezzanine transaction. 

(k) Based on your knowledge or belief, identify the reasons why Hudson Mezzanine 
was "a trade [Goldman] need[ed] to execute for the desk over the next 4-6 
weeks. " 

(l) Based on your knowledge or belief, identify the reasons why the Hudson 
Mezzanine transaction “involve[d] selling half the equity (at least 30mm to sell) 
and the seniors and the mezz (at least half the BBBs to get true sale). " 

(m) Was the Camber 7 transaction delayed to develop the Hudson Mezzanine 
transaction? If so, explain why. 

Previous Answer: I did not receive the emaii and do not know what is meant by the 
various phrases the Subcommittee has quoted from that message. Though I do not have 
access to all of the documents that might help refresh my recollection at this time, I 
believe the concept referenced in this email became the Hudson Mezzanine Funding 
2006-1 transaction. Other than Peter Ostrem, who sent this emaii, I do not remember 
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who else was involved in the origination, formulation, design, approval or 
implementation of this transaction, or in the sale of securities issued by the Hudson 
Mezzanine. I do not recall having any role in that process, other than perhaps providing 
pricing for the ABX Index, and do not remember whether anyone else on fce ABS desk 
had such a role. 1 do not loiow who approved the transaction or selected its referenced 
assets, or what the criteria for selection were. I believe that the purpose of the transaction 
was to provide clients interested in purchasing subprime risk exposure with a diversified 
portfolio that included CDS &om the single names that were included in the 06-1 and 06- 
2 ABX Index and other single name CDS which, if attractive to investors, could also 
reduce the ABS trading desk’s long position in the ABX Index. I do not know what the 
Subcommittee means by the term “proprietary,” but this was not a proprietary transaction 
as I understand the meaning ascrib^ to that term by Goldman and the broader Wall 
Street community. I do not recognize the name “Camber 7.” 

Supplemental Answer: The previous answer is accurate. I do not recall having an 
active role in the origination, formulation, design, approval or implementation of Hudson 
Mezzanine Funding 2006- 1 , or in the sale of securities issued by that transaction. Having 
reviewed additional documents regarding the transaction, it appears that I passed along 
information and a point of contact for the transaction to another Goldman employee, and 
that 1 may have also provided pricing levels for the ABX Index, which may have been 
used by the Goldman employee(s) in charge of pricing the transaction. I am not sure how 
others at Goldman prioritized the motivations for performing the Hudson transaction, but 
I continue to believe the purpose was as 1 described above. I, along with most other Wall 
Street professionals I know, define the term “proprietary trading” to include only those 
trades which involve no customen. Under that definition, street facing desks like 
Goldman’s ABS and CDO desks do not engage in proprietary trading, 

12. Question: A Goldman graph entitled "RMBS Subprime Notional History" is Exhibit 
56(a) in the Subcommittee 's hearing on April 27, 2010. it shows that Goldman had a net 
short position of approximately $8 billion on a notional basis in November 2006 
(hereafter the "short position ") on the ABX AAA index (hereafter "ABX AAA ”). 

(a) When did Goldman ‘s short position in ABX AAA first reach approximately $8 
billion on a notional basis? 

(b) Who within Goldman had knowledge of the fall extent of the notional short 
position in ABX AAA during FY 2006 and FY 2007? 

(c) Who was responsible for reviewing and approving the size of the short position in 
ABXAAA? 

(d) Whose capital was used to acquire the approximately $8 billidn notional short 
position in ABX AAA? 

(e) Did you understand the short position to be a Goldman proprietary position? 
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(}) Did the approximately $8 billion notional short position in ABX AAA Include the 

short positions in ABX AAA held by the desks under the control of Messrs. 
Gasvoda, Nichols, and Finch? 

(g) When did Goldman begin to monetize the S3 billion notional short position in 
ABX AAA ? Haw was that accomplished? 

Previous Answer: The graph entitled “RMBS Subprime Notional History” is misleading 
to the extent that it purports to amalgamate |)Ositions that cannot be offset against one 
another from a risk management perspective. See Transcript of Proceedings, United 
States Senate, Permanent Subcommittee on Investigations, April 27, 2010, at 75-76. 
Combining these very different positions in this way does not reflect the firm's position 
or what would happen to the firm's profit and loss statement to the extent the mkket 
mov«l up and down. 1 do not have access to the records necessary to determine when 
Goldman's short position in ABX AAA reached any particular level on a notional basis, 
and do not believe this number to be particularly meaningful from a risk management 
perspective. I cannot answer the question further as 1 did not take those records with me 
when I left Goldman. Goldman would be better able to provide the details asked for in 
this question. 

Supplemental Answer: The previous answer is accurate. To explain further, the graph 
entitled “RMBS Subptime Notional History” is misleading in the context for which it 
was used at the Permanent Subcommittee on investigations (“PSl”) hearing for two 
reasons. First, the graph fails to include non-synthetic positions, like cash and loans, 
some of which were hedged by the short positions noted in the graph. As these excluded 
positions are long positions, this graph is an incomplete depiction of the risk position held 
in the Mortgage Department at any given time, overstating the extent to which the 
Department was short the market. Second, as noted previously, the graph purports to 
amalgamate positions that cannot be offset against one another from a risk management 
perspective. As such, I believe that this graph is not particularly meaningful from a risk 
management perspective and does not accurately depict how long or short Goldman or its 
Mortgage Department was during 2007. While the chart which is PSI Exhibit ffl62 
(Goldman Sachs Mortgage Department Total New Short Position, February - December 
2007 in $ Billions (Including All Synthetic and Cash Positions in Mortgage Related 
Products), Prepared by the U.S. Senate PSI, April 20 1 0) appears to fix the first of these 
problems, even it does not account for the second problem, as it too amalgamates 
positions that cannot be offset against one another from a risk management perspective. 
For example, one cannot tell from this amalgamated position alone whether the firm 
would make or lose money in a declining market. 

We appreciate this opportunity to supplement the record. Should you have any firrther 
questions, please contact me. 


Sincerely, 

Peter H. White 
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Structured Products Group Trading 
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April 27,2010 
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SUPPLEMENTAL QUESTIONS FOR THE RECORD 
FROM 

SENATOR CARL LEVIN 
Permanent Subcommittee on Investigations 
to 

FABRICE P. TOURRE 

Executive Director 
Structured Products Group Trading 
The Goldman Sachs Group, Inc. 


PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

WALL STREET AND THE FINANCIAL CRISIS: 
THE ROLE OF INVESTMENT BANKS 
April 27, 2010 


Please provide answers to the following questions by June IS. 2010 : 

1 . (a) In the sale of the securities in the Abacus 2007- AC 1 transaction (“transaction”), was 
Goldman Sachs (“Goldman”) a placement agent? 

(b) Who was the issuer of any securities; what was the issuer’s relationship to Goldman; 
who established the issuer; and who requested the establishment of the issuer? 

(c) In the sale of any securities, how and by what means did Goldman bring the specific 
securities to the attention of a client or potential investor? Identify each client or 
potential investor to whom Goldman presented the transaction, describe each 
communication with that client, and state the substance of each communication. (In lieu 
of stating the substance of a communication, you may provide a copy of the 
communication.) 

(d) Provide copies of any offering circular or memorandum, mortgage capital committee 
memo, pitch book or marketing flip book or similar materials regarding the structuring 
or sale of interests (including securities) in the transaction. It is not necessary to provide 
duplicates of the same material, but provide the identity of all persons who received such 
material. 

(e) Did Goldman advise potential investors whether it had taken steps or planned to use the 
offering to reduce its own inventory of RMBS or CDO securities or other holdings? 

(f) Did Goldman conduct a suitability analysis in connection with soliciting clients or 
potential investors to purchase securities issued in the transaction? If so, describe the 
suitability analysis conducted for each investor that purchased these securities. If 
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- 2 - 

Goldman retained a written record that reflects that such a analysis was conducted 
provide a copy. 

2. (a) In what capacity did Goldman act for Paulson & Co. (together with any of its affiliates, 

“Paulson”) with respect to the Abacus 2007-ACl transaction or a Credit Default Swap 
transaction that referenced any or all of the same entities or securities that were 
referenced in the Abacus 2007-ACl transaction? Describe in detail Goldman’s 
relationship to Paulson with respect to those transactions, its obligations to Paulson, the 
nature and amount of any fees or compensation received by Goldman from Paulson 
relating to those transactions, and whether Goldman advised investors or potential 
investors in Abacus 2007-AC 1 of the existence and nature of its relationship with 
Paulson. 

(b) If Goldman did so advise investors or potential investors of the nature or existence of the 
Paulson relationship, identity who so advised investors or potential investors, the date on 
which that person so advised investors or potential investors, the identity of the investors 
or potential investors so advised, the maimer (i.e. verbal or in writing) in which the 
person was advised, and the substance of the communication (and, if in writing, provide 
a copy of the communication). 

3. During your appearance before the Subcommittee on April 27, 2010, you engaged in the 
following exchange with Senator Levin: 

Senator Levin. You did not disclose to ACA that Paulson was on the short side of this 
deal. Is that correct? 

Mr. Tourre. 1 did mention to ACA that the expectation was that Paulson was going to 
buy protection on senior layers of risk in the transaction. 

Senator Levin. That they were going to be only on the short side. 

Mr. Tourre. Yes. (Transcript, pp. 210-211) 

Describe in detail what information was provided to ACA regarding the feet that Paulson was 
going to be only on the short side, identify to whom at ACA the information was provided, 
and identify each Goldman representative who provided that information. 

4. (a) Did you or any representative of Goldman state to ACA that Paulson would not be an 

equity investor or otherwise not take any long position in or with respect to the Abacus 
2007-ACl transaction? 
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-3- 

(b) If your answer to Question 4(a) is “yes," describe in detail what information was 

provided to ACA, identify to whom at ACA the information was provided, and identify 
each Goldman representative who provided that information. 

5. Provide a list of any Abacus bonds, from Abacus 2007-ACl or other Abacus transactions, 
that Goldman repurchased from the market. List each bond by name, size, and the party from 
whom it was repurchased. 

6. Provide a list of all CDOs containing bonds from Abacus 2007-ACl or other Abacus 
transactions. List each bond by name, size, and the CDO that purchased the bond. 

7. Provide any document possessed by, generated by, or provided to you related to obtaining a 
credit rating related to any Abacus transaction by any credit rating agency, including any 
correspondence, emails, memoranda, or other arralysis or exchanges of information. 

8. Describe in detail your understanding of Goldman’s legal duties of disclosure, pursuant to 
securities laws and regulations, including rules prescribed by the SEC or FINRA, to 
purchasers of securities when Goldman acts in any of the following capacities: (a) market 
maker, (b) underwriter; (b) placement agent; (d) broker (when making a solicitation or 
recommendation of a security); or (e) a dealer. Include your definition of a “market maker.” 

9. (a) Does the fact that an investor or a potential investor with whom Goldman is transacting 

business is an “accredited” investor, a “qualified institutional buyer" or a “qualified 
purchaser” (as those terms are used in the U.S. federal securities laws) affect the duties 
and obligations of Goldman when acting in any of the capacities described in Question 
87 If so, describe how any of Goldman’s duties when acting in any of these capacities 
are affected by the status of the investor or potential investor. 

(b) Does Goldman have a duty to conduct a suitability analysis when making a 
recommendation to any of the types of investors listed in Question 9(a)? If so, describe 
the nature and extent of the analysis to be conducted. 

(c) Does Goldman owe a duty to disclose any adverse interest that it may have when 
recommending a security to any of the types of investors listed in Question 9(a)7 

❖ ❖ ❖ 
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Responses of Mr. Fabrice P. Tourre to the 

Supplemental Oiiestions for the Record of the Permanent Subcommittee on Investigations 


1. (a) In the sale of the securities in the Abacus 2007-ACl transaction (“transaction”), was 
Goldman Sachs (“Goldman”) a placement agent? 

As explained in the ABACUS 2007-ACl offering circular, which 1 believe was 
produced previously to the Subcommittee staff, Goldman, Sachs & Co. (“Goldman Sachs”) acted 
as the Initial Purchaser and underwriter, Goldman Sachs Capital Markets, L.P. acted as the 
Protection Buyer and Basis Swap Provider and Goldman Sachs International acted as the 
Collateral Put Provider. I do not know if Goldman Sachs was considered a “placement agent.” 

(b) Who was the issuer of any securities; what was the issuer’s relationship to 

Goldman; who established the issuer; and who requested the establishment of the 
issuer? 

The co-issuers of securities for the ABACUS 2007-AC 1 transaction were 
ABACUS 2007-ACl, Ltd. and ABACUS 2007-ACl, Inc., special purpose vehicles (“SPVs”) 
established by or at the request of a Goldman Sachs affiliate for the purpose of the transaction. 


(c) In the sale of any securities, bow and by what means did Goldman bring the specific 
securities to the attention of a client or potential investor? Identify each client or 
potential investor to whom Goldman presented the transaction, describe each 
communication with that client, and state the substance of each communication. (In 
lieu of stating the substance of a communication, you may provide a copy of the 
communication.) 

In connection with ABACUS transactions, both the syndicate group and the sales 
force within the Mortgage Department assisted in distributing offering materials to Goldman 
Sachs clients and potential investors. In addition, Goldman Sachs salespeople were sometimes 
approached, via phone or e-mail, by clients or potential clients interested in purchasing 
securities. Offering materials were often transmitted via e-mail, and hard copies were also often 
sent via U.S. Mail or Federal Express. With respect to the ABACUS 2007-ACl transaction, 
ACA Management LLC (“ACA”) was contacted to serve as portfolio selection agent and 
potential investor. I also recall that 1KB Deutsche Industriebank AG (“IKB”) was approached to 
determine their interest in potentially investing in the transaction. As 1 did not work in the 
syndicate or sales aspect of Goldman Sachs’ business, 1 do not know the identity of each client or 
potential investor to whom Goldman Sachs presented the 2007-ACl transaction. To the extent 
that such communications are memorialized, they would likely be in documents maintained by 
Goldman Sachs. I believe that some of these documents have been produced to the 
Subcommittee by Goldman Sachs. 
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(d) Provide copies of any oflering circular or memorandum, mortgage capital 
committee memo, pitch book or marketing flip book or similar materials regarding 
the structuring or sale of interests (including securities) in the transaction. It is not 
necessary to provide duplicates of the same material, but provide the identity of all 
persons who received such material. 

I believe that the requested materials previously were produced to the 
Subcommittee staff. 

Neither I nor, to my knowledge, Goldman Sachs recorded in a single file or 
central location each instance in which offering materials were transmitted to potential investors. 

Regarding the mortgage capital committee memo, 1 do not know the identity of ail 
persons who received this memo. A partial list of intended recipients may be found on the memo 
itself, which 1 believe has already been produced to the Subcommittee. 

(e) Did Goldman advise potential investors whether it bad taken steps or planned to use 
the offering to reduce its own inventory of RMBS or CDO securities or other 
holdings? 

I recall that the ABACUS 2007-ACI transaction was not planned to reduce 
Goldman Sachs’ “inventory of RMBS or CDO securities or other assets.” Although the SPV in 
the ABACUS 2007-ACl transaction ultimately purchased the collateral securities from Goldman 
Sachs, the firm retained material economic interest in those securities. 

(1) Did Goldman conduct a suitability analysis in connection with soliciting clients or 
potential investors to purchase securities issued in the transaction? If so, describe 
the suitability analysis conducted for each investor that purchased these securities. 

If Goldman retained a written record that reflects that such a analysis was 
conducted provide a copy. 

I do not know the specific information sought in this Request. I believe that 
Goldman Sachs did, however, establish suitability requirements for transactions involving 
mortgage-related products, and 1 have no reason to believe that these requirements were not 
adhered to in connection with the ABACUS 2007-ACl transaction. Generally, the investors 
with whom Goldman Sachs transacted in these products were large, global ftnancial institutions, 
insurance companies and hedge funds with significant resources, relationships with multiple 
financial intermediaries, and access to extensive information and research flow. Further, as I 
testified to the Subcommittee, the only two investors in 2007-ACl, ACA and IKB, were 
institutions with significant resources and extensive experience in this market. Indeed, at the 
time of 2007-ACl, each institution had managed more than $16 billion of CDOs or CLOs. ACA 
and IKB were also both longstanding clients of Goldman Sachs and had each invested into 
numerous ABACUS-type transactions with Goldman Sachs prior to 2007-AC 1 . 

2. (a) In what capacity did Goldman act for Paulson & Co. (together with any of its 

affiliates, “Paulson”) with respect to the Abacus 2007-ACl transaction or a Credit 

- 2 - 
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Default Swap traosactioo that referenced any or all of tbe same entities or securities 
tbat were referenced in the Abacus 2007-ACl transaction? Describe in detail 
Goldman’s relationship to Pauison with respect to those transactions, its obligations 
to Paulson, tbe nature and amount of any fees or compensation received by 
Goldman from Paulson relating to those transactions, and whether Goldman 
advised investors or potential investors in Abacus 2007-ACl of the existence and 
nature of ib relationship with Paulson. 

Goldman Sachs, as market maker, was facing Paulson & Co. (“Paulson") as a 
counterparty in several credit default swap (“CDS”) transactions in which Paulson purchased 
credit protection on layers of risk referencing a portfolio of Baa2-rated RMBS from the 2006 and 
2007 vintage. Goldman Sachs received upfront and running premium payments from Paulson as 
compensation for this protection. Goldman Sachs partially offset the credit risk taken in these 
transactions by buying CDS protection from ACA (intermediated by ABN Amro) and the SPV on 
the same portfolio but with either different attachment/detachment points or different settlement 
mechanics. Upon almost simultaneous execution of these CDS transactions, Goldman Sachs 
recognized trading revenue of approximately $ 1 5 million. A detailed description of the ABACUS 
2007-ACl transaction is set forth in the Mortgage Capital Committee Memorandum regarding the 
ABACUS 2007-ACl transaction and Goldman Sachs’ Wells Submissions to the Securities and 
Exchange Commission, which I believe have already been produced to the Subcommittee. 

Regarding my personal knowledge about whether Goldman Sachs advised 
investors or potential investors of the existence and nature of its relationship with Paulson, please 
see my response to Request 2(b). 

(b) If Goldman did so advise investors or potential investors of tbe nature or existence 
of tbe Paulson relationship, identity who so advised investors or potential investors, 
the date on which that person so advised investors or potential investors, the 
identity of the investors or potential investors so advised, tbe manner (i.e. verbal or 
in writing) in which the person was advised, and the substance of the 
communication (and, if in writing, provide a copy of tbe communication). 

Because communications with investors or potential investors were made by 
many different people within Goldman Sachs, I do not know all of the detailed information 
necessary to respond to this Request. I do not know what information other individuals at 
Goldman Sachs provided to potential investors regarding the nature or existence of the Pauison 
relationship, who they communicated it to, or how they communicated it. I believe, however, 
that ACA, which invested in 2007-ACl, was fully aware of Paulson’s role in suggesting 
securities for inclusion in the portfolio. Also, as 1 testified to the Subcommittee. I informed 
ACA that Paulson was expected to buy credit protection on some of the senior tranches of the 
2007-ACl transaction. I further note that, as disclosed in the ABACUS 2007-ACl offering 
circular, Goldman Sachs Capital Markets, L.P., was the original protection buyer for the 2007- 
ACl transaction but could enter into offsetting hedging transactions to convey to other parties 
the credit protection it purchased via CDSs with the ABACUS 2007-ACl SPVs. 


-3- 
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3. During your appearance before the Subcorntnittee on April 27, 2010, you engaged in the 
following exchange with Senator Levin; 

Senator Levin. You did not disclose to ACA that Paulson was on the short side of 
this deal. Is that correct? 

Mr. Tourre. I did mention to ACA that the expectation was that Paulson was going 
to buy protection on senior layers of risk in the transaction. 

Senator Levin. That they were going to be only on the short side. 

Mr. Tourre. Yes. (Transcript, pp. 210-211) 

Describe in detail what information was provided to ACA regarding the fact that 
Paulson was going to be only on the short side, identify to whom at ACA the information 
was provided, and identify each Goldman representative who provided that information. 

As I testified on April 27, 2010, although 1 do not recall the exact words I used, 1 
did inform Laura Schwartz at ACA that Paulson was expected to purchase credit protection on 
some of the senior tranches of the ABACUS 2007-AC I transaction, which necessarily meant that 
Paulson was expected to take some short exposure in the deal. As 1 further testified to the 
Subcommittee, I never told ACA that Paulson would be an equity investor in 2007-ACl or take 
any long position in the deal. 

Moreover, the negotiations for this transaction occurred during a six-month period 
between January and June 2007. Until the CDSs between Paulson and Goldman Sachs actually 
closed in April and June 2007, Paulson was not obligated to purchase credit protection on any 
specific tranches or indeed on any tranches at all, and Goldman Sachs was not obligated to sell 
the protection to Paulson. Market conditions were volatile throughout this period, and all parties 
were free to change their views and intended positions until the transactions actually closed. 

I do not know what other representatives of Goldman Sachs may have discussed 

with ACA. 

4. (a) Did you or any represeotative of Goldman state to ACA that Paulson would not be 

an equity investor or otherwise not take any long position in or with respect to the 
Abacus 2007- ACl transaction? 

I do not recall stating to ACA that Paulson would not be an equity investor or 
otherwise not take any long position with respect to 2007-ACl, nor do I recall ACA ever asking 
me if Paulson intended to take an equity or long position in the deal. As I testified to the 
Subcommittee, I am surprised that ACA could ever have thought that Paulson intended to take an- 
equity or long position, given that numerous drafts of the offering documents, as well as the final 
versions of those documents, made clear that the equity tranche was not being offered. 

Moreover, as far as I am aware, Paulson's expectation was always to purchase protection on 
senior layers of risk and I conveyed this expectation to Laura Schwartz at ACA. 

-4- 
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As 1 fiirther testified to the Subcommittee, ACA had every opportunity to ask 
questions about Paulson’s position to Paulson’s representatives directly. Indeed, representatives 
of Paulson participated in all my meetings with ACA. Moreover, ACA and Paulson had several 
discussions about the transaction and at least one meeting without any Goldman Sachs 
representatives present. 

I do not know what other representatives of Goldman Sachs may have discussed 

with ACA. 

(b) If your answer to Question 4(a) is “yes,” describe in detail what information was 
provided to ACA, identity to whom at ACA the information was provided, and 
identify each Goldman representative who provided that information. 

Please see my response to Request 4(a). 

5. Provide a list of any Abacus bonds, from Abacus 2007-ACl or other Abacus 

transactions, that Goldman repurchased from the market. List each bond by name, size, 
and the party from whom it was repurchased. 

I am not aware of the ABACUS bonds that Goldman Sachs as a firm repurchased 
from the market, but 1 believe that Goldman Sachs could address this question. As such, this 
Request is properly directed to Goldman Sachs. 

6; Provide a list of all CDOs containing bonds from Abacus 2007-ACl or other Abacus 
transactions. List each bond by name, size, and the CDO that purchased the bond. 

1 am not aware of the CDOs containing bonds from 2007-AC 1 or other ABACUS 
transactions, but I believe that Goldman Sachs could address this question. As such, this Request 
is properly directed to Goldman Sachs. 

7. Provide any document possessed by, generated by, or provided to you related to 
obtaining a credit rating related to any Abacus transaction by any credit rating agency, 
including any correspondence, emails, memoranda, or other analysis or exchanges of 
information. 

I do not personally maintain in readily accessible form the requested documents;' 
this Request is more properly directed to Goldman Sachs and my understanding is that Goldman 
Sachs is working to address this Request. 

8. Describe in detail your understanding of Goldman’s legal duties of disclosure, pursuant 
to securities iaws and regulations, including rules prescribed by the SEC or FINRA, to 
purchasers of securities when Goldman acts in any of the following capacities: (a) 


' 1 also note for the record that 1 am currently on paid administrative leave from Goldman Sachs 
International and I am not reporting to my office or performing my regular duties. 
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market maker; (b) underwriter; (b) placement agent; (d) broker (when making a 
solicitation or recommendation of a security); or (e) a dealer. Include your definition of a 
“market maker.” 

Regarding Goldman Sachs’ legal duties of disclosure, I am not a lawyer and am 
not qualified to describe the legal duties of Goldman Sachs as a firm. Goldman Sachs has a 
well-established institutional review process for securities offerings that includes review of 
potential transactions by its Legal and Compliance departments, and I always relied on that 
process to ensure adequate legal disclosures. 

However, my personal understanding of a “market maker” is a financial 
intermediary that stands ready to make an offer to buy or sell a given financial instrument 
whenever a seller or a buyer enters the market. A market maker connects buyers and sellers - 
and thereby provides critical liquidity - through its willingness and ability to commit its own 
capital In taking the other side of transactions that its customers wish to execute. While the 
transactions executed by a market maker are often initiated by a customer looking to make a 
specific purchase or sale, a market maker may also frequently propose transactions to its 
customers, based on their previously expressed investment interests or needs. 

As I testified on April 27, 1 believe that, in my capacity as a market maker, I had a 
duty to serve my clients, and with respect to Goldman Sachs' role as market maker, Goldman 
Sachs has a duty to show prices to its clients and offer them liquidity. 

With regard to the role of an underwriter and placement agent, I believe that 
disclosure with respect to the assets and the structure of the transaction is required, and that the 
specific information that underwriters and issuers have a duty to disclose is governed by 
disclosure rules that are meant to provide an investor with what they need to make their decision 
In investing in that particular product. But, as noted above, the precise nature of those disclosure 
obligations are best addressed by others within Goldman Sachs. 

9. (a) Does tbe fact that an investor or a potential investor with whom Goldman is 

transacting business is an “accredited” investor, a “qualified institutional buyer” or 
a “qualified purchaser” (as those terms are used in the U.S. federal securities laws) 
affect the duties and obligations of Goldman when acting in any of tbe capacities 
described in Question 8? If so, describe bow any of Goldman’s duties when acting in 
any of these capacities are affected by the status of tbe investor or potential investor. 

As noted above, I am not a lawyer and thus not in a position to speak with 
authority on the legal duties imposed on Goldman Sachs to transact business in the 
circumstances described above. However, I do know that Goldman Sachs has a duty to be 
truthful. In addition, 1 believe that for the sophisticated investors who dealt with my desk, such 
as ACA and IKB, we were able to show them more sophisticated potential tihrisactions. 
However, to the extent that this request calls for a legal analysis of the implications of 
“accredited investor,” “qualified institutional buyer” and “qualified purchaser” status under state 
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and federal securities laws, this Request is better directed to the members of Goldman Sachs’ 
Legal and Compliance Departments who covered my desk. 

(b) Does Goldman bave a duty to conduct a suitability analysis when making a 
recommendation to any of the types of investors listed in Question 9(a)? If so, 
describe the nature and extent of the analysis to be conducted, 

1 believe that Goldman Sachs has implemented controls to ensure that certain 
restricted transactions are sold only to certain types of investors, but 1 was not personally 
involved in such analysis. However, the investors with which 1 did business were all 
sophisticated institutions with significant resources and expertise in the relevant markets. As I 
noted in niy response to Request 9(a), 1 believe that sophisticated investors, such as those I dealt 
with on my desk, may be shown more sophisticated potential transactions. To the extent that this 
Request calls for a legal analysis under state and federal securities laws, it is better directed to 
Goldman Sachs’ Legal and Compliance Departments. 

(c) Does Goldman owe a duty to disclose any adverse interest that it may bave when 
recommending a security to any of the types of investors listed in Question 9(a)? 

As an initial matter, I am not clear about the definition of “adverse interest” as 
used by the Subcommittee in this Request. In the absence of such an understanding, 1 am not 
certain that 1 can properly address the Request. Moreover, as 1 am not a lawyer, this Request is 
better directed to Goldman Sachs’ Legal and Compliance Departments. 

However, as a general matter, my understanding is that Goldman Sachs regularly 
discloses certain conflicts of interest that arise when Goldman Sachs assumes multiple roles in a 
transaction. I believe that such disclosure may sometimes include a description of certain 
adverse interests. For example, in the 2007-ACl transaction, a Goldman Sachs affiliate, 
Goldman Sachs Capital Markets, L.P., was disclosed in the offering documents as the Protection 
Buyer that bought CDS protection from the SPV; this role as Protection Buyer meant that a 
Goldman Sachs affiliate had an interest adverse to investors in 2007-AC 1 , and this adverse 
interest was fully disclosed. 

Regarding Goldman Sachs “recommending” a security, I am unclear about the 
definition of “recommending” as used by the Subcommittee; as 1 understand the term, however, 1 
do not know whether Goldman Sachs’ "recommendation" of a security impacts its duties of 
disclosure. 
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Confidential Treatment Requested by Goldman Sachs 

I. (a) In the sale of the securities in the Abacus 2007-ACl transaction (“transaction”), was 
Goldman Sachs (“Goldman") a placement agent? 

Goldman, Sachs & Co. acted as the Initial Purchaser and underwriter, Goldman 
Sachs Capital Markets, L.P. acted as the Protection Buyer and Basis Swap Provider and 
Goldman Sachs Internationa! acted as the Collateral Put Provider 

(b) Who was the issuer of any securities; what was the issuer’s relationship to 
Goldman; who established the issuer; and who requested the establishment of the 
issuer? 

Please see Mr. Tourre’s response to this Question and Goldman Sachs’ response 
to Question 2(a) posed to Mr. Blankfein. 


GS MBS 0000035872 
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ConMential Treatment Reouested by Goidmap Sachs 
Tourre 1(c) £ (d): 

1. (c) Id the sale of aoy securities, bow and by what means did Goldman bring the specific 
securities to the attention of a client or potential investor? Identify each client or potential 
investor to whom Goldman presented the transaction, describe each communication with 
that client, and state the substance of each communication. (In lieu of stating the substance 
of a communication, you may provide a copy of the communication.) 

1. (d) Provide copies of any offering circular or memorandum, mortgage capital 
committee memo, pitch book or marketing flip book or similar materials regarding the 
structuring or sale of interests (including securities) in the transaction. It is not necessary to 
provide duplicates of the same material, but provide the identity of all persons who 
received such material. 

Blankfein 2(b): 

2, Provide the following information regarding the sale of securities in each of the 
following transactions (each of which is hereinafter referred to in this question as a 
“Transaction” or, collectively, “the Transactions”): Abacus 2007-ACl; Anderson 
Mezzanine Funding 2007-1; Camber 7; Fort Denison Funding; Hudson Mezzanine 
Funding 2006-1; Hudson Mezzanine Funding 2006-2; Point Pleasant Funding 2007-1; and 
Timberwolfl. 


(b) In the sale of any securities, how and by what means did Goldman bring the specific 
securities to the attention of a client or potential investor? Identify each client or 
potential investor to whom Goldman presented any of the Transactions, describe each 
communication with that client, and state the substance of each communication. (In lieu 
of stating the substance of a communication, you may provide a copy of the 
communication.) 

The requested materials for ABACUS 2007-ACl were previously produced to the 
Subcommittee staff. The following chart sets forth the production numbers of the requested 
materials. 


Transaction Document 

Production Number 

Offering Circular 

GS MBS-E-013100361 - 13100556 

Term Sheet 

GS MBS-E-0 197 10908 - 19710916; 
GS MBS-E-002507886 - 2507894 

Flip Book 

GS MBS-E-005954146 - 5954211; 

GS MBS-E-002407580 - 2407645 

Mortgage Capital Committee Memo 

GS MBS-E-005974542 - 5974549 


Confidential Trea^enl Requested by Goldman Sadis 
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As discussed with the Subcommittee staff. Goldman Sachs also encloses a CD- 
ROM containing e-mail (bearing production numbers GS-MBS-E-021019055 - 21020015) from 
October 1 , 2006 through December 3 1 , 2007 reflecting communications concerning potential 
investors to whom Goldman Sachs marketed ABACUS 2007-ACl Goldman Sachs notes that 
in general the firm marketed CDOs solely to qualified purchasers within the meaning of 
Securities and Exchange Commission Rule I44A, and that the firm’s salespeople discussed 
securities via phone or e-mail with clients or potential clients known to have an interest in the 
particular products in which they dealt. Marketing materials were often transmitted, upon 
request, to interested clients or potential clients via e-mail. Hard copies were sent via U.S. Mail 
or Federal Express. 

Goldman Sachs also notes that it previously produced to the Subcommittee a 
spreadsheet (bearing production number GS MBS 0000038771) listing investors to whom 
Anderson MeZ 2 anine Funding 2007-1, Camber 7, Fort Denison Funding, Hudson Mezzanine 
Funding 2006-1, Hudson Mezzanine Funding 2006-2, Point Pleasant Funding 2007-1 and 
Timberwolf I were marketed. 


To locate these communications, Goldman Sachs reviewed e-mail sent to or from the Exchange 
user accounts of Goldman Sachs employees from the period October 1, 2007 through December 
3 1 , 2007 containing the search terms "collateral disposal agent" and “ABACUS." 
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Confidential Treatment Requested by Goldman Sachs 


6. Provide a list of all CDOs cootainiog bonds from Abacus 2007-ACl or other Abacus 
transactions. List each bond by name, size, and the CDO that purchased the bond, 

Goldman Sachs encloses a spreadsheet, which sets forth the initial and current 
mortgage-related CDOs underwritten by Goldman Sachs (bearing production numbers GS MBS 
0000035823) which include bonds from Abacus 2007-ACl or other Abacus transactions. 


GS MBS 0000035875 
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North America fulortgages 



Cwlldential Treatment Requested by Goldman Sadis GS MBS-E-^781884! 
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From; 

Sent; 

To: 

Cc: 

Subject: 


O'Brien, Brian 

Tuesday, June 27, 2006 1 1:26 AM 
Cassidy, John 
Peterson, Linda 

RE: Conckiit Sellers and u'wrWng ^idos • - INTERNAL 


JdiQ - Do you have a ftiU list of all approved Conduit ttcccmnis? It's important that I get all on htre. and looks like two came up 
today that ore oot; 

CLC Home Loans and 
Cotnuoity First Bank. 


From: O'Brien, Brian 

S«nt: Tuesday, ^ne 27 , 2006 1 1 ;00 AM 

To: Cassidy, 

Subject: FW: Condi^t Sellers and u'writSng guides - ~ IMTERNAL 

FYl - it’s a read only file. 

«FUe; GSMC Conduit - Sellers ami UW Guides 2006 xls» 


SabtommltlK .» liMitiyliw \ 


From; 

Sent; 

To: 

Cc; 

Subject: 


Getting, Chnstopher 

Tuesday, June 27, 2006 10:56 AM 

O'Brien, Brian; gs-wride-ioan-flarlda; Hood, Kris 

Ramino, Marc 

R£; Conduit Sellers and u'v^rtttng guides • ~ IFTTERNAL 


Let's get this to Flamino as well and let him decide how to distribute 


From: O'Brien, Brian 

Sent Monday, June 25, 2006 11:22 AM 

To: gs-»yhoie-loan-fiortda 

Subjoet: R£: Conduit Sellers and uV^rMlng guides • ~ INTERNAL 

The following file should be used by all TM's and CRM’s to identiiy; 

• Actis’c Condijit Sellers 

• Which uiiderNvritiflg guidelines ore used for cadi Sella (and guideline exceptinos). 

• Sfunpliog aniouats for each Seller, 


Pbrlen Brlan\Conduit Ut>derwriting\Conduit UW to sellers guides 

\GSMC Conduit » SeUere and UW Guides 2006.xls > Pl«isc open as a READ-ONLY and tio aoi save the 
docunieijt. It rfiouW iicva be distributed exteniJtlly. 

If anyone on tilts list needs the file, but cannot access this link ihen please let me know. 

thanks 


Confidential Treatment Requested by Goldrri 


Permanent Subcommittee on InvcstieatiORS 


Wall Street & The Financial Crisis 
Report Footnote #1533 


GS MBS-E-004060914 
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Footnote Exhibits - Page 2795 


Mortgages Organizational Structure 




Public 

Private 

Above the wall 


Permanent Subcominittec on Inv estigations 


Confidential Treatment Requested by GoldrI 


Wall Street & The Financial Crisis 
Report Footnote^l539 


GS MBS-E-010872812 
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Footnote Exhibits - Page 2796 


TnistttMt 

Rating Agencies: 

Collateral Type: 

BsmkofNewYofk 

S&P 

Alt-A 

Citibank 

Moody's 

HELOC 

Deutsche Bank 

FHch 

Option 

HSBC 

DBRS 

Prime Fixed 

JPMc^n Chase Bank 

mu/frp/e, separate by comma 

Prime Hybrid 

LaSalle Bank 


S&D 

U.S. Bank 


Seconds 

Wadiovia Bank 


Subprime 

Wells Fargo Bank 




ConfldenSal F^oprieUuy Bus^ess Information 
Producad Pureuarrt to Swwto ConWentiatSy Rules 


Permanent Subcommittee on Investigations 

W(Ul Street & The Financial Crisis 


Report FootDOte #1541 


GS-PSW>0172 
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Footnote Exhibits - Page 2797 


Tnmaaetton Name: 

FFMLaOOS^rn 


FFM). 2009472 


Cloting Date 

May 27. 2004 


>^128.2005 


Issuer 

FFMLT Trust 2004-FF3 


FFMLT Trust 2005-FF2 


Trustee 

Deutsche Bardi 


Deutsche Bank 


Ratine Agencias 

S&P. Moody's. Fitch 


SiP. Moody's 


CoQaterei Type 

Sut^me 


Subprtrne 


C^dttf Stnx:turs; 

Tranche 

Orlo. Balteiee 

Tranche 

0({fl.Beiance 


A-t 

$962,174,000 

A>1 

$783,060,000 


A-2A 

$199,443,000 

A-2A 

$329,624,000 


A-2B 

S64.9S7,0(» 

A-28 

$174,940,000 


A-2C 

$58,365,000 


$91,981,000 


M-l 

$95,775,000 

M-1 

$65,240,000 


M-2 

$79,813,000 


$59,151,000 



$23,944,000 


$34,794,000 


NM 

$21,549,000 


$29,576,000 


B-1 

$19,156,000 

M>S 

$2S.705.«>0 


B-2 

$17,558,000 


$25226,000 


B-3 

$15,983,000 

B-1 

$22,617,000 


X 

100% 

B-2 

$20,007,000 


P 

$1 

B-3 

$14,788,000 


R 

N/A 

B-4 

$13,046,000 




B-S 

$17,397,000 




R-1 

$100 




R.2 

$100 


X N/A 

P N/A 


ConMeniiai PrepHetaiy Business inftmrtation 

Produced Pursuant to Senate Confidentiality Ruin GS-PSI<00173 
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TfinucBofl Name: 

milL200(H^F8 


FFIIL200S^A 


CtosingOaM 

SeptWT^ 29, 2005 


Ji^21, 2005 


Issuer 

FFMLT Trust 2005^F8 


FFWLT Trust 20(^FFA 


Trustee 

Oeutsctw Baltic 


Deutsche Bank 


RtfbtgAgwtcies 

S&P, Mood/s 


sap.Mooc/e 


Ct^latentiType 

Subprime 


SacoRde 


Ca^ Structure: 

Tranche 

(Ma.BtiBnce 

Trwwha 

Orta. Balance 


A-1 

9304,713.000 

A-1 

$300,687,000 


MtA 

$388,977,000 

A-2A 

$148,433,000 


Ar2B 

$105,951,000 

A-ffl 

$92,053,000 


A*2C 

1197,882.000 

»4-1 

$89,618, {K» 


A-2D 

$131,311,000 

M-2 

$40,304,000 


M>1 

$101,834,000 

M-3 

$18,294,000 


M-2 

$31,776,080 

M4 

$14,813,000 


M>3 

$46,945,000 

B-1 

$15,553,000 


M-4 

$18,n8,000 

B-2 

$11,106,000 


8-1 

$20,945,000 

&-3 

$14,442,000 


B-2 

$15,889,000 

B4 

$11,850,000 


B-3 

$12,278,000 

B-S 

$7,406,000 


B-4 

$14,444,000 

X 

$740,622,812 


B<5 

$20,945,000 

X-1 

N/A 


R-1 

$50 

p 

N/A 


R-2 

$100 

R-1 

N/A 


R.3 

$50 

R-2 

N/A 


X WA 

P WA 

C HIA 


Confidentitf Proixietary Businsss Infermafion 
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fa«BS 


Tnnsactlon K«ne: 

FFNTaJOS^II 


FTMLaODO^iFIS 


do^Oate 

Jwtuary 23, 2006 


Saptamber 28, 2008 


istuw 

FFMLT Trust aXKW'Flt 


PFiA.T Trust 2008^F13 


Trusfoa 

Oeutsdia Bank 


Oeutsd>aBank 


RaengAQMcies 

S&P. Moody's 


S8P, MotxVs 


Cctfls&KtiType 

Sut^me 


Subpriffls 


Csf^ Strucfora: 

Tranche 

Oi1a.Bataflee 

Tranche 

OtiB. Balance 


A-1 

$240,820,000 

A-1 

$241,582,000 


A-2A 

Si 82.068.000 

A-2A 

$266,889,000 



$85,054,000 

A2B 

$121,873,000 


A-2C 

$62,808,000 

A-2C 

$115,439,000 


A-20 

$71,578,000 

A'20 

$48,975,000 


M-1 

$48,812000 

M-1 

$41,491,000 


M>2 

$15,412,000 

W-2 

$38,379,000 


M<3 

$21,803,000 

M-3 

$22,820,000 


M4 

$0,386,000 

M4 

$19,1»).{^ 


M-& 

$9,773,000 

M-5 

$19,190,000 


M-0 

$8,788,000 


$17,634,000 


B-1 

$5,263,000 

M-7 

$17,115,000 


B-2 

$4,887,000 

M4 

$14,003,000 


B-3 

$7,518,000 

M-9 

$11,410,000 


R-1 

$50 

B-1 

$10,373,000 


R-2 

$100 

B-2 

$10,373,000 


R-3 

$50 

R 

$50 


X 

$21,051,171 

RC 

$100 


P 

WA 

RX 

$50 


C 

N/A 

X 

$20,745,778 




P 

$100 


Cw^fldsntiei Bustneu Information 

^Txiuced Pursuant to Senate ConMent^my Rules GS-PSI-OOITS 
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Tranaaetfen Name: 

FFML 20M-Fn 


FFMi. 2006^4 


Ciodng Date 

Fetmj8iy23,200e 


March 30. 2006 


issuer 

FFMLT Trust 2008-FF3 


FFMLTTn«t2008-fT4 


Trustee 

Deutsche Bank 


Deutsche Bar^k 


Ratt^Agwicisa 

S&P. Moody's 


S&P. Moody’s 


Cr^laterN Type 

Sut^tme 


Subprtme 


Structure: 

Tranelte 

Orta. Balance 

Tranche 

Orfa. Balance 


A-1 

S241.6S1.000 

A-1 

$631,866,000 


A-2A 

$280,279,000 

A-2 

$517,371,000 


A-2B 

S245.1 24.000 

A-3 

$67,566,000 


A-2C 

$31,616,000 

M>1 

$54,^,000 


M-1 

$33,712,000 

M-2 

$49,556,000 


M-2 

$30,737,000 

M-3 

$29,734,000 


M-3 

$17,847,000 

M-« 

$25,KZ2,000 


Mut 

$16,381,000 

M'S 

$24,^7.000 


M-S 

$14,672,000 

M4 

S22.872.(»}0 


M-e 

$14,377,000 

M-7 

$21,348,000 


M-7 

$12,890,000 


$18,298,000 


M>8 

$10,411,000 

B-1 

$12,981,000 


W-9 

$7,832,000 

0-2 

$15,246,000 


B-1 

$6,841,000 

R 

$50 


B-2 

$9,618,000 

RC 

$100 


R 

$50 

RX 

$50 


RC 

$100 

X 

$32,783,744 


RX 

$50 

P 

$100 


X 

$16,656,656 

c 

$100 


P 

$100 




C 

N/A 




Confidofltla) Ptoprletaiy Business Information 
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TranuctMn Nanw: 
CtostnoDete 
tnuar 
Tmatas 


FFMLa}08-FF6 

M8y1S.^)06 

FFMtTTfWSt200frfF8 

OffiitectMBank 


fFllL;»07<fFBS 
April 28. 2CK>7 
FnKLT2007-FFB^ 
Bank 


Rafing Agancias S&P, Moody's SAP. Moody’s 

Cdlataral Typa Subprima Secmds 


CapHal SBuetura: 


Traneho 

(MaBtfaneo 

Tranefia 

Orta. Baianca 

A1 

$144,738,000 

A 

$295,150,000 

A2 

$^.157,000 

Ml 

$32,394,000 

A3 

$64,915,000 

M2 

$9,740,000 

A4 

$30.^,000 

M3 

$17,997,000 

Ml 

$23,830,000 

M4 

$8,257,000 

M2 

$18,551,000 

MS 

$7,622,000 

M3 

$5,008,000 

M8 

$8,987,000 

M4 

$5,009,000 

M7 

$12,280,000 

M5 

$3,710,000 

X 

$33,030,324 

Ktt 

$3,154,000 

P 

$100 

M7 

$1,855,000 

XI 

$100 

B1 

$3,710,000 

R 

$100 

X 

$8,878,790 



P 

$100 



C 

$100 



R 

$50 



RC 

$100 



RX 

$50 




CrmftdenUat F^tHTrtMary Buabiesa Intormation 
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RMBS 


TnmuetMNnlo: OPI<F2IM*OH1 OS*AJ»OM 

CkMlngOata Oec«mb«r29. 2006 May28,2004 

Issuer GrB*nPdrrtMortB»geFunfllri9Tn«t200W)H1 GSAA Home Equity Trust 2004-3 

TrusM Dmitsefwaank Dm/tsch* Bank 

RatlnsAganciM SiP.Moody^ S&P. Moody^ 

CoflatortfType M-A 


Capita StiucturB; 


Thuiehe 

Orto.Balsnee 

Tran^ 

Oris. Baianee 

A-1 

$261887,000 

AV-1 

S156.X1.0X 

A-2 

$709,119,000 

AF-2 

$S8.886.0X 

A-3 

$65,472,000 

AF-3 

S30.018.OX 

M-1 

$12,948,000 

AF-4 

$at.ix.ox 

M-2 

$3,532,000 

AF-5 

$38.34Q,0X 


$2,589,000 

M-1 

$14,395.QX 

M-« 

$2.»0.000 

M-2 

$11, 644, OX 

W-S 

$2,590,000 

8-1 

$7,xe,ox 

IA8 

$2,354,000 

B-2 

$3,178,0X 

M-7 

$3,060,000 

X 

N/A 


$2,355,000 

P 

$0 

R 

SIX 

R 

N/A 

RC 

SIX 



RX 

SIX 



X 

N/A 



P 

$0 




CortfidanfisI Propristaiy But^nsss Information 
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RMBS 


Tnutaaction Nama: 

GSAA2004<4 


G8AA»G4« 


ClostnsData 

Juna28,2004 


June 28. 2004 


tssuar 

GSAA Horn# Equity Trust 2004-4 


GSAA Home Eqidty Trust 2004-5 


Tntstaa 

JPMorgan Chasa Bank 


DeutsctwBwik 


Rating Aganclas 

S&P. Moody's 


S&P, Moody’s 


CcAtfsiBlT^ 

Alt-A 


Ait-A 


Ca^tid Stnjctuia; 

Trant^ 

Orio. Balanea 

Tranche 

Oria. Balance 


At 

St4S.064.d00 

AV-1 

$106,667,000 


A2A 

$102,001,000 

AF'2 

$87,382,000 


A2B 

$42,282,000 

AF-3 

$21,554,000 


M-1 

$6,431,000 

AF-4 

$44,497,000 


M-2 

$0,411,000 

AF-6 

$26,700,000 


M-3 

K704.000 

AV-2 

$11,31B,(XX1 


X 

$2,980,872 

M-1 

$8,669,000 


R 

$100 

M-2 

$6,540,000 


P 

$100 

B-1 

832,000 




8-2 

$1,825,000 




X 

NfA 




P 

$0 




R 

N/A 


ConMenttal Busbtess Information 
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Trannwtion Nmw: 

CioalngDats 

tuuer 

Tnistse 

Ratirm A(^nct8s 
CoflstwalType 


GSAA2004<6 

Ji^y2S.2004 

GSM Home EquKy Trust 200M> 
Dautsc^Bvdc 
S&P. Moociy'8 
M-A 


08AA»>l>«-7 

Au^st31,2004 

GSM Horn* Equity Trust 2004>r 
Dsuisch* Bank 
Moodys. Fitcti 


Capitai Stmcbn'. 


Traneha 

Orta. Sidance 

^ncha 

Orta.Btf»tioa 

A-t 

»124.in.000 

AV.1 

$107,665,000 

A-2 

$75,359,000 

AF-2 

$85,734,000 

M-1 

se.312.000 

AF-3 

$28,718,000 

M-2 

$4.70a.000 

AF4 

$45,360,000 

W-3 

$3,423,000 

AF-5 

$27,275,000 

X 

N/A 

M-l 

$5,598,000 

P 

$0 

»A-2 

$3,875,000 

R 

WA 

B-1 

$3.»31,000 



8-2 

$1,581,000 



X 

N/A 



R 

N/A 
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Tmuactton Nami: 

GSAAaeoM 


OSAA 200441 


OosingDste 

S^rtember 23, 2004 


Octttoer26.2004 


Hwuer 

GSAA Home Equity Trust 2004^ 


GSAA Home Equtly Trust 2004-9 


Trustee 

Deuts^Benk 


Deutsche Bank 


Ralteg Aesndes 

S&P.Moody^ 


5&P.I«>cxiys 


CoCiaterelType 

AH-A 


Alt-A 


Ca;^ Structore: 

Tranche 

Orfa.Balenee 

Tranche 

Oiie-B^anee 


A1 

S96.837.000 

A-t 

$217,272,000 


A2 

$139,498,000 

A-2 

$114,355,000 


A^ 

$197,634,000 

M'1 

$25,668,000 


A34I 

$7,166,000 

M'2 

$20,739,000 


Ml 

$12,033,000 

M-3 

$6,161,000 


M2 

$9,247,000 

M-4 

$5,133,000 


B-1 

$7,351,000 

M-5 

$4,826,000 


B-2 

$2,646,000 

B-1 

$3,491,000 


P 

$0 

B-2 

$4,107,(to0 


X 

N/A 

P 

$0 


R 

WA 

X 

m 




R 

NiA 


Confidentiai Pn^xistBry Butinsss Infornia^wt 
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TnuttKtkm Nmw: 

G8AA2004>18 


GSAA 2^11 


OtH^Date 

November 24, 2004 


OacemberSO, 2004 


issuer 

GSAA Homs Etpiity Trust 2004'10 


GSAA Home Equity Trust 2004-1 1 


TriHtes 

OeiitBChs Etenk 


OautscneBank 


Rating Agencies 

S&P.Moocty^ 


S&P,Moody^ 


Cc^iaiwteT^ 

Att-A 


AR-A 


C^iUitf Structtee: 

Triftdie 

Orlo. Batance 

Tranche 

Ortfl. Balsice 


AVI 

gi28,S6Z000 

1A1 

$141,041,000 


AF2 

$83,103,000 

2A1 

$188,816,000 


AF3 

$18,644,000 

2A2 

SIOO.MO,^ 


AF4 

$48,836,000 

2A3 

$11,112,000 


AF5 

$31,016,000 

Ml 

$13,885,000 


Ml 

$14,301,000 

M2 

$1U51.000 


M2 

$10,905,0(» 

81 

$8,378,000 


81 

$8,838,000 

82 

$4,309,000 


K 

$2,682,000 

X 

$3,112,161 


83 

$4,280,000 

P 

$0 


X 

$8,257,500 

R 

$0 


P 

$0 




R 

$0 
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Tnnsaettoa Mmr. 

Cto^Oats 

issusr 

TnartM 

Rating AQwidM 
CoQatealTypa 


CiVitti ^ructure: 


OSAA 2 dM-CW 1 


OSAA 20044 iC 1 


Apiti 29.2004 


February 26. 2004 


GSAATfu« 2004 -CW 1 


QSAA Trust 2004^01 


JPMorgan Chase Bank 


Deutsche Bank 


S»>.Mciod /8 


Mood/ 8 . Fitch 


Alt-A 


Ait-A 


TnndM 

(MB.Bafamae 

Trandw 

Orta. Batance 

lA-t 

ste.7i«.ooo 

AV -1 

$ 48 , 506,000 

IIA -1 

$ 100 , 000,000 

AF^ 

$ 17 , 674,000 

ftA -2 

$ 102 , 068,000 

AF -3 

834 . 264.000 

»Ar 3 

$ 16 , 000,000 

AF -4 

$ 20,651 ,CM )0 

ArR 

$ 190,424 

AF -5 

$ 23 , 009,000 

A-X 

$ 23 , 934,320 

AF -8 

$ 16 , 056,000 

B 1 

$ 6 , 629,000 

AV- 2 A 

$ 71 , 370,000 

B 2 

$ 2 , 626,000 

AV -3 

$ 17 , 835 ^ 

B 3 

$ 1 , 751,000 

M -1 

$ 11 , 564,000 

B 4 

$ 1 , 376,000 

M -2 

$ 10 . 8«).000 

B 5 

$ 875,000 

B -1 

$ 7 , 963,000 

B 6 

$ 876 ,^ 

B >2 

$ 2 , 896,000 

R 

$0 

X 

N/A 



P 

$0 



R 

N/A 
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TransBCtkm Nune: 

GSAA«n5>1 


68AA200» 


dosing Date 

January 28,2005 


January 28, 2005 


issuer 

GSM Homs Equtty Trust 20(»-t 


GSM Homa Equity Trust 2(»5>2 


Trustee 

Deutsche Bank 


Deutsche Bank 


Ratteg Aganctes 

S&P.Moo(iy^ 


S&P, Mood/s 


CoGateraSType 

Alt-A 


All-A 


Capita Structure: 

Tranche 

Orio. Baianca 

Tranche 

Orta. BManee 

AV1 

t144.436.000 

1A1 

$89,370,000 


AV2 

$40,000,000 

1A2 

$9,930,000 ■ 


AF2 

$123,802,000 

2A1 

$188,756,000 


AF3 

$32,013,000 

2A2 

$57,^7,000 


AF4 

$76,351,000 

2A3 

$48,160,000 


AF5 

$48,389,000 

Ml 

$17,191,000 


M1 

$16,404,000 

M2 

$15,226,000 


M2 

$12,370,000 

M3 

$8,598,000 


B1 

$6,185,000 

M4 

$8,595,000 


B2 

$5,154,000 

M5 

$8,595,000 


B3 

$5,154,000 

MS 

$7,367,000 


X 

$6,186,980 

B1 

$6,140,000 


P 

$0 

B2 

U.140,000 


R 

$0 

B3 

$4.912, (»0 




B4 

$6,365,000 




X 

$8,595,811 




P 

so 




R 

$0 
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Tranaaeden Name: 

OSAAMOM 


OSAA 20054 


Oo^Data 

February 25, 2005 


March 30, 


issuer 

OSAA Home Entity Tnial 20054 


6SAA Hams Eqt% Trust 20054 


Trus^ 

HS8C 


Deutsche Bank 


Rating Ae«teies 

S&P, Mood/s 


S&P, Mood/s 


CoBaterdT)^ 

Ml-A 


M-A 


CapM Structura: 

Tranche 

Orta. Balance 

Tranche 

Or1a.BManee 

At 

$214,158,000 

A1 

$185,000,000 


A2 

$63,889,000 

A2 

$56,332,000 


A3 

$66,764,000 

A3 

$S4.7».000 


Mt 

$19,177,000 

A4 

$8,640,000 


M2 

$9,781,000 

AS 

$214,912,000 


81 

$4,219,000 

A6 

$23,879,000 


82 

$1,342,000 

Ml 

$16,958,000 


B3 

$1,918,000 

M2 

$11,306,000 


X 

$2,301,932 

B1 

$6,248,000 


P 

so 

B2 

$2.975,(»0 


R 

so 

B3 

$2,975,000 




B4 

$2,975,000 




X 

$5,056,322 




P 

$100 




R1 

$100 




R2 

$100 
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Tnutsaetton Name: 

CSAA 20854 


GSAA 20054 


Cio^ng Date 

25,2005 


May 27,2)05 


Issuer 

GSAA Home Equity Trust 20O5-S 


GSAA Hone Eqi^ Trust 200S4 


Trustee 

HSBC 


HSBC 


Ra&igAoencies 

S&P. Rich. Moody-s 


S8P, Mood/s 


CcdlsteBiType 

AK-A 


Att-A 


Capita) StrvKAire: 

Tranche 

Oria Balance 

Tranche 

(Mo. Balance 


A1 

$39Z1S7.000 

A1 

$506,972,000 


A2 

$91,518,000 

A2 

$187,119,000 


A3 

$77,000,000 

A3 

$214,888,000 


A4 

$59,755,000 

Ml 

$31,186,000 


Ml 

S27J34.0Q0 

M2 

$6,990,000 


M2 

$17,807,000 

M3 

$10,753,000 


M3 

$15,712,000 

M4 

$5,376,000 


M4 

$3,481,000 

B1 

376, 000 


81 

$3,481,000 

B2 

$5,3^,000 


B2 

$3,491,000 

B3 

$5,376,000 


B3 

$3,481,000 

84 

$5,376,000 


X 

$3,140,730 

X 

$8,609,664 


P 

stoo 

P 

$0 


R-1 

$1(X) 

C 

so 


R>2 

$100 

R-1 

S100 




R-2 

$100 
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TransMtlsn Name: 

GSAA2(»S>7 


GSAA 28064 


CtoelnoDate 

June29,^)05 


June 29, 2005 


iwuer 

GSAA Heme E«iity Tiust 20Q&-7 


GSAA Home Equity Trost 20054 


Tiutfee 

HSBC 


Deutsche Bank 


Rm^Ae^wies 

Mood/S 


$&P. Moody's 


CottateralType 

AR-A 


Ait-A 


Capita StaKbire; 

Tranche 

Orta.Ba!anee 

Tranche 

Oi1a.Btfanee 


AV.1 

S306.700.000 

At 

S1S9.755.000 


AF.2 

6163.242,000 

A2 

$48,442,000 


AF-3 

646,626.000 

A3 

655.732,000 


Af-4 

666.316,000 

M 

$2S6.SOO.O(» 


AF-5 

664.754,000 

AS 

$28,500,000 



610.085.000 

Ml 

620Jil30,000 


M-2 

60.360.000 

M2 

64.831.000 


M-3 

64.888.000 

M3 

67.650.000 


IvM 

64.888.000 

M4 

63,321.000 


M<S 

K173.000 

B1 

63,019,000 


MB 

62.086.000 

B2 

63.019.000 


6-1 

62,086.000 

B3 

019.000 


6-2 

61,738.000 

B4 

$4,529,000 


B-3 

61.738.000 

X 

65.136.376 



63.4n,000 

P 

SO 


X 

63,483.643 

c 

SO 


P 

6100 

R-1 

6100 


c 

6100 

R-2 

6100 


R1 

6100 




K2 

6100 
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TnrauKtton Kama: 
OcsiRgDats 
Issuer 
Trustee 

Rat^Aoendes 
Conatsrd Type 


08AA2a(»4 

July 2S. 2005 

GSAA Home Equity Trust 2005'9 

S&P. Moody's 
A>t-A 


GSAA2i»5-10 
August 26. 2005 

GSAA Horrie Equity Trust 2005- tO 
Deutsche Bsi^ 

S&P, Moody’s 
AR-A 


Capital Sfrucbjre: 


Franehe 

Orla. Balance 

Tranche 

Or^ Balance 

tA1 

$119.4S0.OOO 

1A1 

$149,186,000 

1A2 

813.273.000 

2A1 

8254.412.000 

2A1 

8393.886,000 

2A2 

857.^,000 

2A2 

8125,466,000 

2A3 

$6,412,000 

2A3 

8132.504,000 

2A4 

836.079, tXX} 

2A4 

814.722.000 

2A5 

$4,010, OCX) 

Ml 

811.621,000 

Ml 

»5.109,0(X> 

M2 

88.608.000 

M2 

^.457.000 

M3 

84.304, mo 

M3 

$13376.000 

fM 

84,304,000 

M4 

812,224,000 

MS 

84,304.000 

M5 

811,233,000 

M6 

84.304.000 

M6 

S10.24t.000 

B1 

84,304.000 

61 

1^,250.000 

B2 

84.304.000 

B2 

$8,259,000 

63 

84.304.000 

63 

87,598.000 

64 

84.304.000 

64 

815.197,000 

X 

86.890.683 

X 

$18,523,880 

P 

8100 

P 

8100 

C 

8100 

c 

8100 

R-1 

$100 

R-1 

8100 

R-2 

8100 

R-2 

$100 
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TranuetlpnNun*: OSAA 2005-11 68AA 2005-12 

CiosbisDite S«ptembv 29. 2K)05 Octobsr 28. 2005 

Issusr GSMHom0Equ»yTni«t2OO5-11 QSAA Home Equity Trust 2005-12 

TrusiM Wacttovia HSBC 

RsOng Agandas S&P, Moody’s S&P, Moody’s 

Ctfldaral Typ* Mt-A Ait-A 


Ca^ Stnictura-. 


Tranetw 

Orlo. Bataneo 

Trw>cha 

Mn-Balanea 

1A1 

$103,804,000 

AV-1 

$253,054,000 

1A2 

$11,534,000 

AF-2 

$21,174,000 

2A1 

$99,780,000 

AF-3 

$18,492,000 

2A2 

$11,087,000 

AF-3W 

$75,000,000 

3A1 

$300,000,000 


$64,211,000 

3A2 

$33,334,000 

AF-S 

$42,067,000 

3A3 

$ie8.e33.o<» 

AF-6 

$52,666,000 

3A4 

$53,085,000 

lA^I 

$7,105,000 

3A5 

$62,868,000 

M'2 

$7,105,000 

Ml 

$23,668,000 

M-3 

S3,979.IX)0 

M2 

$7,737,000 

M-4 

$3,694,000 

M3 

$7,282,000 

M-5 

$3,694,000 

M4 

$4,551,000 


$2,642,000 

B1 

$4,551,000 

B-1 

$2,^000 

B2 

$4,551,000 

B-2 

$1,889,000 

B3 

$4,551,000 

B-3 

$2,842,000 

B4 

$4,551,000 

B-4 

$3,126,000 

X 

$4,557,243 

X 

$2,647,^ 

P 

$100 

P 

$100 

C 

$100 

R1 

$1IX} 

R-1 

$100 

R2 

$100 

R-2 

$100 
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TnuiMctlm N«m: 

OoslngOBbi 

issuer 

TrusM 

Rstfr^Aowwiss 

Type 


6SAA»iO$>14 
Nov»mi9sr22,2005 
GSAA Home £qi% Trust 20Ce-U 
Wschovfs 
S&P.Mooct/s 
AR-A 


Cai^ Structure: 


Tfencht 

1A1 

1A2 

2Ai 

2A2 

2A3 

2A4 

Ml 

M2 

M3 

M4 

MS 

MS 

81 

B2 

83 

X 

P 

R-1 

R-2 


OrlaBslsnce 

$168,059,000 

$18,674,000 

$333,599,000 

$134,713,000 

$133,800,000 

$14,867,000 

$16.5S4,Q00 

$8,349,000 

$4,638,000 

$4,638,000 

$4,638,000 

$4,638,000 

$4,638,000 

$4,638,000 

$4,638,000 

$4,644,163 

$100 

$100 

$100 
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TranHSttwi Nwm: G8AA»0S-15 08AA200MrTR1 

CtosingOatB Ousmber 29. 2005 October 28, 2005 

Isswr GSAA Home Equity Trust 200S>15 GSM Home Equity Trust 200&4frR1 

rna/la9 HSBC Deutsche Bank 

Rebno Ageflcies SAP, Moody's S&P, Moody's 

CoISatmi Type Att-A M-A 


Trenctie 

Orta. Baience 

Tnitefw 

Mo. Balance 

fA1 

St68.0$9.000 

A1 

$238,254,000 

1A2 

$18,674,000 

A2 

$66,874,000 

2A1 

S393.Sd9.000 

A3 

$7,431,000 

2A2 

1134.713.000 

M 

$77,094,000 

2A3 

$133,800,000 

AS 

$8,566,000 

2A4 

$14,867,000 

Ml 

$7,202,000 

M1 

$18,554,000 

M2 

Se.S48.000 

M2 

$8,349,000 

M3 

$4,385,000 

M3 

$4,638.0(to 

M4 

$6,329,000 

M4 

$4,838,000 

MS 

$2,837,000 

MS 

$4,838,000 

B1 

$3,055,000 

Me 

$4,638,000 

B2 

$2,183,000 

B1 

$4,638,000 

B3 

$2,401,000 

B2 

$4,638,000 

X 

$2,404,480 

B3 

$4,838,000 

P 

$100 

X 

$4,044,183 

R-1 

$100 

P 

$100 

R-2 

$100 

R-1 

$100 



R-2 

$100 
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RMBS 


Trannc0MiN«nw: GSAA200e-1 

Ck»ine Date J^ary 27, 2006 

lMu«r OSAAHomaEqui^Tnnt 2006-1 

Trustee U-S-Baiik 

RsflnsAoendss S&P, Moo(ty% 

Ct^latertf Type Mt-A 


GSAA2S8e^ 

Febiueiy 6, 2006 
GSAA Home Equity Tnat 2006-2 
Deutsetie Bonk 
S&P.MtMd/s 
Mt-A 


Stnwtuie: 


Trencite 

Mo-Bdence 

Trenehe 

Olie. Bdanee 

A-1 

$486,636,000 

1A1 

$146,331,000 

A-2 

$165,614,000 

1A2 

$16,482,000 

A-3 

$176,445,000 

2A1 

$444,704,000 

A4 

$18,606,000 

2A2 

$85,046,000 

M-1 

$13,656,000 

2A3 

^.450,000 

U~2 

KS54.000 

2A4 

$46,946,000 

M-3 

$4,554,000 

2AS 

$5,4^,000 

M-4 

$4,554,000 

M-1 

$41,283,000 

M-S 

$4,554,000 

M-2 

$36,225,000 

B-1 

KSS5.0Q0 

M-3 

$23,445,000 

B-2 

$4,556,000 

M-4 

$20,387,000 

B-3 

$4,555,000 

M-5 

$19J87.000 

X 

$4,554,506 

M^ 

$17,639,000 

P 

$100 

B-1 

S16,U»).000 

R-i 

$100 

B-2 

$14,271,000 

R-2 

$100 

B-3 

$10,704,000 



B-4 

$20,366,000 



X 

$38,22S.43e 



P 

$100 



R 

$100 



RC 

$100 


ConfUentlat PropHMary Business Information 

Procfoced Pursuant fo Senafo Contidmtiaiity Ri^ GS-PSl-00192 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00562 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



559 


RMBS 


Footnote Exhibits - Page 2817 


Tranuetton Nam«: 
OosingDaiB 
Issuer 
Trustee 

RafttgAgwidss 

Ct^BtealType 


Sinicture: 


GSAA200B4 


OSAA2D094 


Fsbru8iy24,2008 


March 2, 2006 


GSAA Home Ei^ty Trust 2006^ 


GSAA Home Equity Trust 20064 


U.S. Bank 


Deutsche Bank 


S&P,Moody^ 


S&P, Moody's 


Aii-A 


Alt-A 


Tranche 

Orto. Batanee 

Tranche 

Orfo. Balanes 

A1 

$548,029,000 

1A1 

$223,(S0.000 

AZ 

$186,047,000 

1A2 

$24,787,000 

A3 

$190,366,000 

2A1 

$61,053,000 

A4 

»1,1S2,000 

3A1 

$101,396,000 

M-1 

$16,624,000 

4A1 

$201,216,000 

M-2 

$5,036,000 

4A2 

$84,122,000 

M-3 

$5,038,000 

4A3 

$116263.000 


$5,038,000 


$22,304,000 

M-5 

$5,036,000 

B-2 

$13,828,000 

B-1 

$5,038,000 

&-3 

$8,921,000 

B-2 

$5,038,000 

B4 

$6,691,000 

B-3 

$5,038,000 

B-5 

$4,906,000 

B4 

$5,038,000 

B-6 

$3,570,172 

X 

$5.041 .3^ 

4A-IO 

$^,3«),000 

P 

$100 

P 

$100 

R 

$100 

R 

$100 

RC 

$100 

RC 

$100 
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TnnMctlon 

Issuer 

Trustee 

Rating Agencies 
Collateral Type 


Ca^Cid Stnjcfaire: 


GSAAaOOM 


GSAA28066 


March 30, 2006 


April 28, 2008 


GSM Honw Equi^ Tntst 2006-5 


GSAA Heme Equity Trust 2006-6 


U.S. Bank 


U.S. Bank 


S&P. Mood/8 


S&P. Mood/e 


Alt-A 


AR-A 


Tranche 

OrtaBctenee 

Tranche 

0(fa.BteBnce 

1A1 

5166,376,000 

AV-1 

$1^.417,000 

2A1 

$589,877,000 

AF-2 

$28,298,000 

2A2 

$176,482,000 

AF.3 

$69,317,000 

2A3 

$193,964,000 

AF-4 

$58,335,000 

2A4 

$21,552,000 

AF-5 

$34,500,000 

M-1 

$22,819,000 

M-6 

$38,888,000 

M-2 

$9,686,000 

AF-7 

$4,321,000 

M-3 

$6,168,000 

M-1 

$6,399,000 

M-4 

$6,168,000 

M-2 

$6,162,000 

M-S 

$6,168,000 

M-3 

$3,792,000 

B-1 

$6,166,000 

M-4 

$3,317,000 

6-2 

$6,168,000 

M-5 

$3,317,000 

B-3 

$12,334,000 

M-e 

$2,371,000 

X 

$7.4(^.264 

B-1 

$2,371,000 

P 

$100 

B-2 

$2,371,000 

R 

$100 

B-3 

$2,371,000 

RC 

$100 

B4 

$3,081,000 

RX 

$100 

R 

. $100 



RC 

$100 



RX 

$100 



X 

$6,399,528 



P 

WA 
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TraRMcHoR Name: 

GSAA200»>7 


GSAA»066 


CfoNngDats 

Apra28.200e 


April 28. 2006 


Issuer 

GSAA Home Equl^ Trust 700&-7 


GSAA Home Eqtdty Tmst 2008^ 


Trustee 

Deutsche Sank 


Deutsche Bank 


Rafing Agendas 

S&P. Moo(t/s 


S6P. Moody's 


Crateral Type 

AH-A 


AK-A 


Capitei Steidure: 

Truwtw 

Orta. Balance 

Tranche 

Orta. Balance 


AV-1 

S1B3.35tJ)00 

1A1 

$190,053,000 


AF-2 

$133,519,000 

ZA1 

»99.904.000 


AF-3 

$43,105,000 

2A2 

$189,774,000 


AT-AA 

$82,067,000 

2A3A 

$197,853,000 


AF-4B 

$8,119,000 

2A38 

$24,265,000 


AF-5A 

$36,632,000 

M-1 

$16,308,000 


AF^B 

$14,409,000 

M-2 

S16.3».000 


M-1 

$8,504,000 

M-3 

$9,133, (MO 


M-2 

$5,464,000 

M-4 

$16,309,000 


M-3 

$2,744,000 

M-5 

S6.S24.0(K) 


M4 

$2,744,000 

B-1 

$7,K28.000 



$2,744,000 

6-2 

$8.K!4,000 


B-1 

$2,744,000 

B-3 

$6,524,000 


B-2 

$2,744,000 

R 

$100 


h-a 

$3.07Z0Q0 

RC 

$100 


R 

$100 

RX 

$1X 


RC 

$100 

X 

$8,485,206 


RX 

$100 

P 

WA 


X 

$5,487,316 




P 

$100 
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Tranuctim Iteiw: 

losing 

issuw 

Tnatn 

Ra&tg Agenciee 
CoOBtsnlType 


Coprtai Strucbire: 


GSAAZOOM 


GSAAmthiH 


May 2S. 2006 


June 29, 2006 


GSAA Honw Equt^ Trust 2006-9 


GSAA Home Equity Trust 2006-10 


U.S.Bank 


Deutsche Bank 


S&P. Moodya 


S&P/Moodys 


Mt-A 


Alt-A 


Tiwtche 

Orte.BalanGa 

Tranche 

Oita. BrOanee 

A-1 

S724.916.000 

AVI 

$296,280,000 

A-2 

$237,590,000 

AF2 

$40,496,000 

A-3 

$255,442,000 

AF3 

$117,039,000 

A-4-A 

$244,624,000 

AF4 

$67,727,000 

Ar^ 

$27,181,000 

AF5 

$60,523,000 

M-1 

$28,726,000 

AF6 

$64,879,000 

M-2 

$14,363,000 

Ml 

$9,156,000 

M-3 

$10,373,000 

M2 

»,454.000 

M4 

$12,765,000 

M3 

$4,931,000 

M-5 

$7,980,000 

M4 

$4.579, OK) 

B-1 

$7,980,000 

MS 

$3,874,000 

B-2 

$7,980,000 

M6 

^,523.000 

B-3 

$7,980,000 

B1 

$3,523,000 

R 

$100 

B2 

$3,523,000 

RC 

$100 

B3 

$3,523,000 

RX 

$100 

B4 

$3,523,000 

X 

$7,979,637 

X 

».160,2(» 

P 

HIA 

P 

WA 



R 

$100 



RC 

$100 



RX 

$100 
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TnmaetiMi Mam*; 
OotingDaM 
Issuer 
Trustee 

Rat^A<;efKies 

CotatondType 


Capita Strucbn: 


OSAA »t06-11 


Q8AA 2008-12 


JurreSO.ZOOS 


Juty28.2006 


GSAA Horrte Equtty Trust ^305-1 1 


GSAA Home EquKy Trust 2006-12 


Deutscire BerA 


U.S. Bank 


S&P/Moodys 


S&P/Mood/s 


Ait-A 


Aft-A 


Trenehs 

OHa. Betenee 

Tranaie 

CN1e.Baiu>ee 

1A1 

$242,367,000 

A1 

^7.989,000 

2A1 

$707,406,000 

A2A 

$1^,021 .(X)0 

2A2 

^1,426.000 

A2B 

$18,336,000 

2A3^ 

$240,727,000 

A3A 

$165,407,000 

2A3^ 

$26,748,000 

A3B 

$21,712,000 

Ml 

$27,013,000 

M-1 

$13,975,000 

M2 

$13,116,000 

^1-2 

$9,317,000 

M3 

$7,719,000 

Mk3 

$10,352,000 

M4 

$7,719,000 

M4 

$6,211,000 

M5 

$7,719,000 

B-1 

$10,352,000 

B1 

$7,719,000 

8-2 

$5,177,000 

82 

$7,719,000 

8-3 

$5,177,000 

83 

$16,208,000 

X 

S6J!12.069 

R 

$100 

P 

N/A 

RC 

$100 

R 

$100 

RX 

$100 

RC 

$100 

X 

$10,034,369 

RX 

$100 

P 

$100 
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RMBS 


Trsrawctien Nvm: 

08AA2009-13 


OSAA 2008-14 


C^ngDato 

August 25. 2006 


Au(^25,2006 


lastin' 

OSAA Homs Equity Trust 2(K)6-13 


GSAA Homs E^ity Trust 2006-14 


Tnntas 

OsutKtw Bulk 


USaUsBonk 


Rating Aeendas 

S&P/ Mood/s 


S&P/ Moody’s 


CoOstortf Typa 

Wt-A 


Ait-A 


Structure: 

Tmneha 

Orta Balanea 

Trancha 

Orto. Balanea 


AVI 

$161,651,000 

A-1 

$^,454,000 


AF2 

$34,050,000 

A-2 

$221,318,000 


AF3 

$76,527,000 

A-3A 

$277,524,000 


AF4 

$61,500,000 

A-3B 

$30,a37,0(» 


Afi 

$60,721,000 

M-1 

$19,325,000 



$46,272,000 

M-2 

$9,995,000 


Mt 

$7,439,000 

M-3 

$12,661,000 


M2 

$3,720,000 

M-4 

$6,664,000 


M3 

$2,976,000 

B-1 

$12,681,000 


M4 

$2,480,000 

R 

$100 


M5 

$3,223,000 

RC 

$100 


B1 

$2,480,000 

RX 

$100 


B2 

$2,976,000 

8-2 

$6,664,000 


83 

$2,480,000 

X 

N/A 


R 

$100 

P 

$100 


RC 

$100 




RX 

$100 




X 

$5,455,599 




P 

$100 
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Trsnsectien Nwm: 

GSAA 2000-18 


GaAA2(K»-16 


Closing Datt 

S«ptomt>sr 28, 2006 


S^>tomber28.2006 


ISSIKK 

GSAA Home Equity Tntat 2000-15 


GSAA Home Equl^ Trust 2006-16 


Truirtee 

OeulscM Bank 


Deutsche Bardc 


RaengAgwKdas 

S&P/Mood/i 


S&P/ Mood/s 


CoUatsrtoType 

Mt-A 




Capital Stnjcture: 

Tranolw 

Orta. Batanee 

Tranche 

Orta.Biriniee 


AVI 

8222.506.000 

A1 

8797,538.000 


fi>3r2 

839.820.000 

A2 

8216.239,000 


AF8A 

878,611,000 

A3_A 

8302,44ZOOO 


AF8-B 

86.757.000 

A3 B 

833,605.000 


AF4 

862.046,000 

Ml 

818,878.000 


AF5 

846.004.000 

M2 

818.153,000 


AF6 

851.206,000 

M3 

$10,185,000 


Ml 

86,286,000 

M4 

89,440.000 


M2 

82.736.000 

M5 

$14,522,000 


M3 

82.736,000 

SI 

88.711,000 


M4 

82.736.000 

B2 

$7,^000 


M5 

$2,736,000 

B3 

$7,262,000 


M6 

82.738.000 

R 

8100 


61 

82.736.000 

RC 

8100 


82 

82.738.000 

RX 

8100 


S3 

82,736.000 

X 

87,987.705 


B4 

82,736.000 

P 

8100 


R1 

8100 




RC 

8100 




RX 

8100 




X 

84.103.164 




P 

8100 
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TnunaeiiwiNtim: GSAA260I>17 

OosinsOate Octob0r%.2OO6 

Issuer GSAA Home Equi^ Trust 2006- 1? 

Trustee Deutsche Bank 

Rafing^endes S&P/Moodys 

CoOBteralType AK-A 


Cairitd StrwAjre: Tranche 

A1 
A2 
Ar3A 
A-3B 
Ml 
M2 
M3 
M4 
MS 
M6 
B1 
B2 
B3 
R 

RC 

RX 

X 

P 


OSAA 2006-18 

NtmemtwrSO.ane 
GSAA Horne Equity 2006-1 8 
Deutsche sink 
S&P/Moorl/s 
AH-A 


Orta. Balance 

Trwiche 

(MB.Btianee 

$569400.000 

A-1 

i218.347,000 

$155,750,000 

A-2A 

$25,075,000 

$223,873,000 

A-2B 

$2,787,000 

$24,875,000 

A-3A 

$re, 557.000 

$13,899,000 

firJB 

$8,507,000 

$13,365,000 

A-4A 

$50,^7,000 

$7,464,000 

Ar4& 

$5.^.000 

$8,950,000 

A-SA 

$25,963,000 

$5,346,000 

A-SB 

$8.^1.000 

$5,346,000 

A-6 

$46,628,000 

$5,660,000 

M-t 

$11,047,000 

$5,346,000 

M-2 

$7,707,000 

$5,346,000 

M-3 

$4,367,000 

$100 

M-4 

$3.^7,000 

$100 

M-S 

$3,063,000 

$100 

M-e 

$2,828,000 

$6,415,601 

B-1 

$4,109,000 

$100 

8-2 

$2,570,000 


B-3 

$3,340,000 


R 

$100 


RC 

$100 


RX 

$100 


X 

$4,881,756 


P 

$100 
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Transaction Name: 

GSAA280»-i9 


GSAA 2006^ 


Closing Oats 

Novan^rHSKIOe 


DecerT6)er26, 2006 


Issuer 

GSAA Hwne Equity 200B-ie 


GSAA Home Equity 2006-20 


Trustee 

U.8. Bank 


U.S. Bank 


Rsing Agencies 

S&P/Moodys 


S&P/Moodys 


CoSatsrtf Type 

AR-A 


AR-A 


dWittf Strudura: 

Tran^ 

(MfrBatsme 

Tranche 

Orta. Balance 


At 

1452.882.000 

1A1 

$584,602,000 


A2 

$129,034,000 

1A2 

$1».240.000 


A3^ 

$172,008,000 

2A1A 

$144,680,000 


A3-B 

$19,112,000 

2AiB 

$16,076,000 


Ml 

$11,231,000 

A4A 

$276,744,000 


M2 

$10,399,000 

A4B 

$30,750,000 


M3 

$6,239,000 

Ml 

$23,925,000 


M4 

$4,574,000 

M2 

$12,286,000 


MS 

K160.000 

M3 

$6,467,000 


MS 

$4,160,000 

M4 

$6,467,000 


B1 

$4,160,000 

MS 

$6,467,000 


B2 

$4,991,000 

B1 

$6,487,000 


B3 

$4,160,000 

B2 

$6,467,000 


R 

$100 

B3 

$6,467,000 


RC 

$100 

P 

$100 


RX 

$100 

X 

$7,112,705 


X 

$4,991,428 

R 

$100 


P 

$100 

RC 

$100 




RX 

$100 
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RMBS 


TransMllOfl Name: 

GSAA200VS1 


6SAA2007>1 


Closing Date 

Decenr^ 28, 2006 


January 30, 2007 


Issuer 

GSAA Home Equfty Trust 2Q0&^1 


GSAA Hc»ne Equity Trust 2007-1 


Trustee 

OeutseheBank 


U3.Banlc 


Rating Agencies 

S&P/ Moody's 


S&P/ Moody's 


CdlatertiType 

Seconds 


Alt'A 


Ca;^ Structure; 

Trandw 

Orta. Batono 

Traneha 

Orto.Baiancs 


!-A-1 

$240,924,000 

1A1 

$515,268,000 


1^-10 

$147,920,000 

1A2 

$199,618,000 


l-M'1 

$32,770,000 

2A1A 

$82,495,000 


l'M-2 

$8,520,000 

2A1B 

$9,167,000 


i-M-3 

$15,046,000 


S158351.0X 


l-M-4 

$5,350,000 

A4B 

$17,851,000 



$5350.000 

Ml 

$13,715,000 



K160.000 

M2 

$12,659,000 


i-M-r 

$5,183,000 

M3 

$7.913.0(» 



$5,183,000 

M4 

$5302.000 


l-X 

$334,385,335 

MS 

$5375.000 


i-X-l 

$100 

M8 

$5375.000 


l-P 

$100 

B1 

$5,275,000 


l-R 

$100 

62 

$5375.000 


W-A-1 

$42,135,000 

63 

$5.275.(XX} 


ll-M-1 

$6,533,000 

R1 

$100 


>I-M2 

$5,576,000 

RC 

$100 


it-M-3 

$1,716,000 

RX 

$100 



$3367,000 

X 

$5.275378 


ll-M-S 

$1,319,000 

P 

$100 


fl-X 

$65,991,160 




tl-X-t 

$100 




ll-P 

$100 




U-R 

$100 
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RMBS 


TraiiMcdon Name: 

OSAA 2007-2 


68AA 3007-3 


Clasing Date 

February 23. 2007 


February 23, 2007 


issuer 

GSM Himw Equity Trust 2007-2 


GSM Home Equity Trust 2007-3 


Trustee 

DeutsdwBank 


U,S. Bank 


RafirtgAewtdes 

S&P/Moodys 


S&P/ Moody's 


Coaalenil Type 

Ait-A 


A«-A 


Ca^tsd Seucbtra: 

Tranelw 

OrfaBtfance 

Tranetie 

OHo. Balance 


AVI 

2240.623.000 

1A1A 

$561,842,000 


AF2 

$32,032,000 

1A1B 

$62,426,000 



$115,066,000 

1A2 

$209,413,000 


AF4A 

$53,131,000 

2A1A 

$100,D«>,000 


AF4B 

$12,000,000 

2A1B 

$11,112,000 


AF6A 

$48,351,000 

A4A 

$233,360,000 


AF58 

$5,373,000 

A4B 

$2S,930.0(K1 


AFdA 

$50,656,000 

Ml 

$17,544,000 


AFee 

$5,629,000 

M2 

$18,895,000 


Ml 

$7,627,000 

M3 

$7,142.a» 


M2 

$6,711,000 

M4 

$6.rm.000 


M3 

$4,271,000 

M5 

$6,499,000 


M4 

$3,661,000 

M6 

$6,498,000 


MS 

$3,681,000 

B1 

$6,49e.0(X> 


M6 

$3,661,000 

B2 

$6,499,000 


B1 

$3,051,000 

63 

$6,489,000 


82 

$4,576,000 

B4 

$7,148,000 


B3 

$3,051,000 

R 

$100 


R 

$100 

RC 

$100 


RC 

$100 

RX 

$100 


RX 

$100 

X 

$7,796,269 


X 

$7,017,029 

P 

$100 


P 

$100 
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RMBS 


Tnnnetiwi N«m: 

CicMdnpDiM 

iBSutr 

Tnntw 

RafogAganein 

CoSatenSType 


CapiW ^njctun: 


6SAA»07«4 


6SAA2»7<6 


March 29. 2007 


April 30,2007 


6SAA Harm Eguily Tnot 2007-4 


GSAA Home Ecjuity Tmst 2007>5 


OeutscheSank 


Deutsche Bffiik 


S&P/ Mood/s 


S^/Moody's 


Ah-A 


Alt-A 


Tranche 

Orla.Bal«ea 

Tiwwhe 

Orfa. BaUmee 

A1 

$S3S,274.000 

lAVt 

$144,477,000 

Pd 

S143,692.(»0 

1AF2A 

S25.814.0(n 

ASA 

S20t.042.000 

1>^2B 

$2,847,000 

A-3B 

S2S,3Bt.OOO 

1AF3A 

$39,256,000 

Mt 

S12.64a.0C» 

1AF3B 

$9,815,000 

M2 

St1.169.000 

1AF4A 

$47,947,0(0 

M3 

S5, 831.000 

iAF4e 

$5,328,(00 

M4 

$4,866,000 

1AFSA 

$23,861,000 

MS 

$4,886,000 

1AF5B 

$2,629,000 

MS 

$4,866,000 

i;^s 

$8,000,000 

B1 

$4,866,000 

1AF7A 

$20,407,000 

62 

$4,866,000 

1AF7B 

$5,102,000 

63 

$6,811,000 

1M1 

$6,116,000 

R 

$100 

tM2 

$3,057,000 

RC 

$100 

IMS 

$2,159,000 

RX 

$100 

1M4 

$1,875,000 

X 

$5,837,672 

IMS 

$1,280,000 

P 

$100 

1M8 

$1,260,000 



1B1 

$1,260,000 



1B2 

$1.260J)00 



1B3 

$1,619,000 



1R 

$100 



IRC 

$100 



1RX 

$100 



IX 

$4,676,370 
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RMBS 


TniftBKtioR Nam*; G8AA 20074 

Dosing Data May 30. 2007 

tsRwr GSAAHonvEguityTtuM 2007-6 

Trustee Deutsche Bank 

Rating Agendas S&P/ Moody's 

CoDa^Bi Type Att-A 


6SAA 2987-7 
June 28. 2007 

GSAA Home Equity Trust 2(K>7-7 
U.S.83nk 
8&P/Moody^ 

Alt-A 


Capitd Structure: 


TrsRChe 

Orta.BsietKe 

Trsrwhe 

OrlfluBaicnee 

1A1 

8275.766.000 

JA1 

$161,141,000 

1A2 

S102.7t8.000 

1A2 

S63,314.0(» 

2A1 

$112,825,000 

2A1 

$110,428,000 

3A1A 

$78,838,000 

A4 

$72,188,000 

3A1B 

$8,771,000 

AS 

$45,231,000 

A4 

$113,496,000 

Ml 

$8,938,000 

AS 

$67,202,000 

M2 

$4,620,000 

M1 

IIS.098,000 

M3 

$3,161,000 

M2 

$7,344,000 

M4 

$3,162,000 

M3 

$5,301,000 

MS 

$1,945,000 

M4 

$4,081,000 

M8 

$1,702,000 

MS 

$4,081,000 

Bt 

$2,432,000 

M 

$2,857,000 

B2 

$2,918,000 

B1 

$4,081,000 

R 

$100 

82 

$4,896,000 

RC 

$100 

R 

$100 

RX 

$100 

RC 

$100 

X 

$5,107,1^ 

RX 

$100 

P 

$100 

X 

$6,568,478 



P 

$100 
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RMBS “ 


TnnMclien N«mt: 

Cios^Oats 

issiwr 

TfliStM 

Rating AQtncies 
Ctdattrtf Typ« 


Stiuctun: 


08AA 20074 


OSAA2S074 


July 30. 2007 


Saptorrtoer 2007 


GSM Homa EflMty Trust ^74 


GSM Homa &]uity Trust 2007-9 


Citibank 


CHtoaitit 


5&P/ Moody's 


FHch/S&P 


Ait4 


M4 


Trendw 

Orta. BMartca 

Tnneha 

CMaBaianca 

A1 

S17S.S46.000 

A1A 

$188,341,000 

A2 

S89,33S.000 

A1B 

$12,642,000 

A3 

$91,062,000 

A2A 

$148,538,000 

A4 

S3321B.0Q0 

ASS 

$10,128,000 

M1 

se.es6.ooo 

A3A 

$81,312,000 

M2 

S3.416.Q00 

A3B 

$4,181,000 

M3 

$2,519,000 

B1 

$10,662,000 

M4 

$2,156,000 

B2 

$5,888,000 

MS 

$1.440.«» 

B3 

$2,495,000 

M6 

$1,440,000 

B4 

$2,949,000 

B1 

$1,440,000 

B5 

$2,465,000 

82 

$1,260,000 

B6 

$2,722,758 

B3 

$1,800,000 

A-PO 

$1,120,302 

R 

$100 

A40 

$3.^.S09 

RC 

$100 

R 

$100 

RX 

$100 

RC 

$100 

X 

$5,576,864 

P 

$100 

P 

$1(»} 




ConWentItf t^prietafy Busfrwss tnfomiati w 

Pfoduoed ^OTuant to Sanato ConfidantlalRy Ririaa GS-PSW)O2O0 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 00576 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



573 


Footnote Exhibits - Page 2831 


Transaction Name; 

OSAA 2007-10 


OSAA 2007-81 


CtostngDate 

0c&}t>er30,2007 


February 28, 2007 


Issuer 

GSM Home Equity Trust 2007-10 


GSM Home Equity Trust 2007-S 1 


Trustee 

Citibank 


Deutsche Bank 


Rating Aesncies 

Rtcti/S&P 


S&P/ Moody's 


Coilatwal Type 

MrA 


Seconds 


Capiuy StRiCtura: 

Trviehe 

Oria. Btfenea 

Tranche 

OrhkBidanee 


A1A 

UO, 846, 000 

A-1 

$277.251 .«» 


Aie 

S3.380.000 

A-IO 

$114,656,000 


A2A 

$104,746,000 

R 

$100 


A2B 

$8,688,000 

X 

$21,189,360 


B1 

$4,652,000 

P 

SIX 


B2 

$2,554,000 

X-1 

SIX 


83 

$1,021,000 




B4 

$t.277,000 




B5 

$1,106,000 




86 

$1,277,337 




A-PO 

$499,778 




A-IO 

$6,838,067 




R 

$100 




RC 

$100 




P 

$1,000 
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mas 


Trnruuictien Mens: 

OaAMP200«-Affl. 


<38AMP2004-AR1 


QadngDsts 

Octt^r 28, 2004 


Juty 12. 2004 


<ssuw 

GSMtP Trust 2K>4-Am. 


GSAMP Trust 2004AR1 


Tnatse 

Deutsche Bank 


Deutsche Bank 


RdiriQ Agencies 

S&P. Mood/s 


$&P. Moody's. FRch 


CoHatKelType 

Subprtme 


Sut^r^ 


Cspitai SSuc&ire: 

Tranche 

Orta. Balance 

Trench# 

Orta. Balance 


A-1A 

8148,594.000 

A-1A 

$639,127,000 


A-tB 

$37,149,000 

A-1B 

$27,023,000 


A-2A 

$77,099,000 


$216,483,000 



$41,803,000 

A-2B 

S45.774.CK)0 


A-2C 

$23,837,000 

A2C 

$60,000,000 


Ar2D 

$74,388,000 

M~1 

$52,160,000 


KAt 

$28,585,000 

M-2 

$31,421,000 


M-2 

$24,359,000 

M-3 

$21,367,000 


M-3 

$7,200,000 

M-4 

$15,711,000 


B-1 

$5,965,000 

M-5 

$15,711,000 


B-2 

$4,971,000 

M-6 

$25,137,000 


B-3 

$4,972,000 

B-1 

$16.339.«}0 



S5.96S.000 

B-a 

$16,339,000 


N 

$27,913,000 

B-3 

$12,569,000 


X 

NfA 

&4 

$15,711,000 


R-1 

N/A 

B-S 

$12,568,000 


R-2 

n;a 

X 

N/A 




P 

N/A 




R 

N/A 
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RMBS 


Footnote Exhibits - Page 2833 


Tnmsaetion Hmw: 

CkMdngOBte 

Issuer 

Trustee 

Rating Agwwies 
CoQstealT)^ 


GSAMP2004-AR2 
/^U8t31.2004 
GSAMP Trust 

Oeute^Bank 
Maody%. Ftidi 
Su^rtme 


G3AI1P 2004^1 

January 28. 2004 
GSAMP Trust 20D4^M1 
Wells Fargo 
S&P.Meod/s 
Subphme 


Capiltf Structure: 


Trendw 

OriB. Balance 

Trsncha 

OrfB. Bianca 

A-IA 

S273.d42.000 

A-1 

$374,015,000 

A-18 

$30,438,000 

A-2A 

$181,161,000 

A-2A 

$267,508,000 

A-2B 

$45,856,000 

A'2B 

$28,732,000 

M-1 

$46.8»,000 

A-3A 

$78,744,000 

M-2 

$42.2n.000 

A-3B 

$53,228,000 

U-3 

$13,450,000 

A-3C 

$20,681,000 

5-1 

$11,528,000 

M-\ 

$45,865,000 

B'2 

$11,528,000 

M-2 

$31.7tS,000 

8-3 

$11,529,000 

M-3 

$16,054,000 

X 

$17,283,884 

M-4 

$14,637,000 

P 

N/A 

M-S 

$15,126,000 

R 

HIA 

M-8 

$16,102,000 



E^1 

$16,568,000 



B-2 

$12,198,000 



B-3 

$9.7».000 



B-4 

$14,638,000 



X 

HIA 



P 

HIA 



R 

NIA 
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RMSS 


Trutsactton Name: 

GSAMPZOtMMFlQ 


GSAMP 20044«E1 


ClssineDsts 

PiAan»30, 2004 


April 30. 2004 


Issiw 

GSAMP Tnist 2004-FM2 


GSAMP Tn»t2004-HE1 


Tnistee 

WtfisFatgo 


Deutsche Bffitk 


Rating Aemdes 

sap, Moody's 


S&P. Andy’s 


CdlabHBtlype 

StAiprime 


Subprima 


Capltitf Structurs; 

Tnuidw 

Orffl. Balance 

Tranche 

Ortg. Balance 

A-l 

S24t.t62.000 

A-1A 

$251,136,000 


A-2A 

1271,687,000 

ArIB 

$27,905,000 


JV-2B 

S30.188.000 

Ar2A 

$115,639,000 


A-3A 

S210, 187.000 

A-2B 

$16,549,000 


A-38 

S44.069.000 

M-l 

$37,023,000 


M-1 

S87.69S.000 

M-2 

$31,735,000 


M-2 

«55.1S8.000 

M'S 

$9,256,000 


M>3 

$17,550,000 

M'4 

$9,256,000 


B-1 

$15,044,000 

B-1 

$7,405,000 


B-2 

$14,542,000 

8-2 

$7,405,000 


B-3 

$13,037,000 

B-3 

$6,347,000 



$12,538,000 

ApIO 

$186,497,000 


X 

$10,029,496 

A-INV 

$526,911,975 


P 

N/A 

X 

100% 


R 

WA 

P 

$1 




R 

$1 
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RMBS 


TnifwietloR Nama: 

GSAMP 20044fE2 


O8AMP20044IC1 


CiosinBOato 

Jdy30,2Q04 


AprO 29, 2iX)4 


iMuar 

GSAMP Tniat 200a-HE2 


GSAMP Tiuat2004-NC1 . 


Tnfftae 

DautsetwBank 


OautachaBank 


RaUng Amandas 

S&P. Moodya 


S&P, Moody's 


Cototwaf Type 

Subprlme 


Subprtma 


Caj;^ Structure: 

Tranetw 

OrlB. Baianea 

Tranche 

Oita. Balance 


A-1 

$284,714,000 

A-1 

$201,244,000 


A-2 

$236,934,000 

A-2 

$70,m000 


A-3A 

$117,719,000 

AG 

$51,672,000 


A-3B 

$^371,000 

M-1 

$27,673,000 


A^ 

$32,800,000 

M-2 

$23,573,000 


M-1 

$56,510,000 

M-3 

$7,174,000 


M-2 

$31,750,000 

8-1 

$5,125,000 


M-G 

$13,607,000 

B-2 

$4,715,000 


M-4 

$13,607,000 

B-3 

$5,124,000 


B-l 

$13,607,000 

N 

$20,574,000 


B-2 

$9,072,000 

X 

WA 



$9,071,000 

R 

N/A 


8-4 

$20,411,000 




X 

100% 




P N/A 

R N/A 
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RMSS 


TraraactiwtNwTw: 

OSAMP 20044iC2 


GSAMP 300$OPT 


OoBinQDste 

October ^.2004 


December 28, 2004 


Issuer 

GSAMP Trust 20044tC2 


C»AMP Tftist 2(»4-CW»T 


Trustee 

Deutsche Bank 


Dw^cheBarOt 


Ra^A(fenc^ 

S&P.FIteh 


S&P, Moody^.Fttch 


ColtaiUtftf Type 

Sitopitme 


Subprtme 


Ca{^ Structure: 

Tranche 

Orta. Btfanee 

Trartehe 

0t1a.8al«tce 


A-1A 

$263,769,000 

A-1 

$354,000,000 


A-1B 

S2e.308.000 

A-2 

$110.970.IXX> 


A-2A 

S67.249.000 

A4 

$71,427,000 


A>28 

$49,195,000 

A-4 

$37,929,000 


A-2C 

S25.730.000 

M-1 

$43,424,000 


M-1 

$36,007,000 

M-2 

$34,320,000 


M-2 

$13,536,000 

M-3 

$9.805,(XKi 


M-3 

$7,810,000 

B-1 

$7,004,000 


B-1 

$4,425,000 

8-2 

$7,004,000 


B-2 

$5,206,000 

B-3 

$8,304,000 


B-3 

$4,686,000 

B-4 

$7,004,000 


N 

U8,8 11,000 

X 

$1 


X 

N/A 

P 

$1 


R-1 

N/A 

R 

HIA 


R-2 

N/A 
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RMBS 


TnuMMCdon Name; 

6SAIfPm«-S01 


GSAMP 2004<8EA1 


Cto^Date 

July 30, 2004 


Man:h30,2004 


Issuer 

GSAMP Trust 2004^01 


GSAMP Trust 2004-SEA1 


Trustee 

Wactania 


Wach(»4a 


Rating /^endes 

S&P. Moody's 


S&P 


CoilaterdTypa 

Subpiims 


Sut^rfme 


Cadtd Strucbire: 

Trafl^w 

Oris. Balance 

Tfandw 

(MQ.BdBnce 

A-1 

$59,000,000 

A1A 

$62,406,000 


A.2 

$24,140,000 

A-1B 

$15,790,000 


AG 

$16,004,000 

A-2 

$17,326,000 


A<4 

$43,000,000 

M-1 

$7,702,000 


A-5 

$43,000,000 

M-2 

$2,246,0(X> 


M-1 

$27,212,000 

B-1 

$642,000 


M-2 

$14,322,000 

8-2 

$642,000 


B-1 

$4,774,000 

B-3 

$642,000 


B-2 

$3,561,000 

X 

$m3«i.405 


B-3 

$3,580,000 

P 

$1 


X 

100% 

R 

$1 


P 

$100 




R 

$100 
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RMBS 


Transaction Mama: 

OSAMP20O4-SeA2 




Clowns Data 

Juno 29,2004 


No^t»r23.2004 


IsKier 

GSAMP Trust 200«^eA2 


GSAMP Trust 2004-1^ 


Trustee 

JPMorgsn Chase Bank 


Deutsche Bank 


Rating AeanclM 

S&P. Moody's 


S&P. Moody's 


Ct^teraiType 

Sut^rlme 


Subprime 


Caj^ Stnjcbre: 

Trsn^ 

Orta. BaUnee 

Tranche 

Orto-Bidanee 

A-1 

SS2.000.000 

A-1 A 

$1<», 492.000 


A-2A 

$356,360,000 

A-1B 

$36,373,000 


A-2B 

$69,040,000 

A-2A 

$42,349,000 


M-1 

$46.S&«.000 

A-2B 

$27,782,000 


M-2 

$43,450,000 

A-2C 

$13,777,000 



$15,519,000 

A-20 

$100,000,000 


M>4 

$10,883,000 

M-1 

$31,321,000 


M-5 

$9,931,000 

M'2 

$16,426,000 


B-1 

$11,794,000 

U-3 

$4,381,000 


8-2 

$6,207,000 

B-1 

$4,381,000 


A-IO 

$220,093,000 

B-2 

$4,380,000 


X 

100% 

8-3 

$4,381,000 


R 

N/A 

B-4 

$4.380.CK» 




X 

100% 


p N/A 

R WA 
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RMBS 


Transaction Nanw: 

GSAMP2e0$-Am. 


osAMpams^ui 


CtotfngDats 

May 26. 2005 


Dwember:»,2005 


Issuer 

GSAMP Trust 2005^1 


G5AMP Trust 20(»^L2 


Trudae 

OeutsctieBank 


laSoDa Bank 


Rtfing Agencies 

S&P, Moody's 


S&P. ktood/a 


CoOstomlTypo 

SiAprime 


Sub^RW 


Ca;^ Stnxtore: 

Tranche 

Orta. Balance 

Tranche 

Orto. Bianca 

A-1 

~t 2 w. 2 a 2 .OOO 

A>1A 

$106,759,000 


A<2 

$145,242,000 

A-18 

$27,180,000 


A^ 

$77,440,000 

A>2A 

$156,886,000 


M-t 

$46,190,000 

A-2B 

$65,607,000 


M.2 

$31,620,000 

A-2C 

$63,603,000 


M-3 

$9,300,000 

A-2D 

$25,683,000 


NM 

$7,746,000 

M-1 

$43,526,000 


M-S 

$5,560,000 

M-2 

$11,317,000 



$5,270,000 

M>3 

$18,152,000 


B-t 

$4,340,000 

M<4 

$6,885,000 


B-2 

$6,200,000 

M>5 

$8,415,000 


R-1 

$100 


$6,094,000 


R-2 

$100 

6-2 

$5,803,000 


X 

H/A 

B-3 

I5.W4.000 


P 

N/A 

6-4 

$5,803,000 




R-l 

$100 




R-2 

$100 




R-3 

$100 




X 

$17,700,821 


? H/A 

C N/A 
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RMSS 


Tranuctlon Nama: 
Ctosln 0 D«a 
Issuar 
Tnistae 

Rating Aoencias 
Collateral Type 


Cai:^ Structure: 


GSMWP 20054UE1 


GSAMP »H»41E2 


January 27, IKKIS 


March 30,2005 


GSAMP Trust 2005-HE1 


GSAMP TiuBt200544E2 


DautechsBaf^ 


Deutsche Bank 


S&P, Moody’s 


S&P, Moody’s 


Subpftma 


Subprirne 


Tran^ 

Oita.Balancs 

Tranche 

OriB. Balance 

A-1A 

$244,741,000 

A-1 

$297,838,000 

A-1B 

$62,185,000 

A-2 

$169,463,000 

A-2A 

$81,591,000 

A-3 

$79,117,000 

A-2B 

$46,331,000 

Ml 

$49,720,000 

A-2C 

$25,880,000 

M2 

$40,255,000 

A-2D 

$147,210,000 

M3 

$11,555,000 

M-1 

$54,086,000 

B-1 

$10,154,000 

M -2 

$44,216,000 

B-2 

$8.403.(X)0 

MG 

$11,644,000 

B-3 

$8,754,000 

B -1 

$12,238,000 

B-4 

$9,804,000 

B -2 

$9,475,000 

R-l 

$100 

B-3 

$7.896.0(K> 

R-2 

$100 

B-4 

$9,475,000 

X 

N/A 

X 

N/A. 

P 

N/A 

P 

N/A 



R 

R/A 
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RMBS 


TrmKttenNvns: GSAN0> :UX)54{E3 

Cksins Dais Jura 30. 2005 

issuar GSAMPTnitt20(^E3 

Trustee Deulsdte Bank 

Rating Agendes S&P. Mood/A FlKti. DBRS 

CotlsteTBl Type SiApilme 


G8AIIP200544E4 
August 25. 2005 
OSAMP Tmsl 200541E4 
Oeutsctte B«mk 
S&P, Mood/t. Fiteh 
Subprime 


Cadts! Structure; Tnmctie Ortq. Balance Trancht Orio. Balanee 


A-1A 

5256.997.000 

A-1 

5371,030.000 

A-1B 

564.249.000 

A-2A 

5385.188,000 

A-2A 

5382.945.000 

A-2B 

525S,843.X0 

A-2B 

5167,661.000 

A-2C 

593.538.000 

A>2C 

593,421.000 

M-1 

^,881.000 

M-1 

596.467.000 

M.2 

554.951,000 

M-2 

575.117.000 

M-3 

537,368.000 


520.722,000 

M-4 

$26,376.0(X> 

M4 

519,427.000 

M-5 

526,376,000 

B-1 

516,780.000 


523.446.000 

B-2 

516,166.000 

B-1 

524,911,000 

B4 

514,694,000 

B-2 

518.316.000 

R-1 

5100 

B-3 

519.762.000 

R-2 

5100 

8-4 

518.317.000 

X 

538.206.194 

R-1 

550 

P 

RTA 

R-2 

5100 



R-3 

550 



X 

H/A 



P 

N/A 



c 

KVA 
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RMBS 


Tnu «« c tfon H«T»: 
CkninoDst* 

Issuer 

Tastes 

Ratling Aesndes 
CoUateny Type 


OaAliP200S4{ES 
November 22. 2005 
GSAMP Trust 20054IE5 
Deutsche Bank 
S&P. Moody's 
Subpilme 


G8AMP20054IE8 

December 28, 2005 
GSAMP Trust 200S-HE6 
USaihkBsnk 
$&P.Mood/s 
Subprtme 


Capital Struc&ie: 


Tranche 

Orfs.Betsnee 

Tranche 

OrlB. Balance 

A-1 

S40S.S64.000 

A-1 

$341,242,000 

A'2A 

5146,016,000 

A-2A 

$137,997,000 

A-2B 

$45,382,000 

A-2B 

$71,346,000 

A-2C 

$53,218,000 

ArK 

$18,060,000 

A-20 

$48,405,000 

M-1 

$31.355,(»0 

M-l 

$36,868,000 

M-2 

$29,032,000 

M-2 

$33,660,000 

M-3 

1^,518,000 

M>3 

$23,516,000 

KM 

$1S.097.(X)0 

M4 

$16,600,000 

M-S 

$15,097,000 

M-5 

$16,^,000 

MB 

$13,161,000 


$14,284,000 

M-7 

$12.774.(KJG 

M-7 

$15,217,000 

MB 

19,290.000 

M-B 

$11,527,000 

B-l 

$10,839,000 

B-1 

$11,528,000 

B-2 

$10,0^,000 

B-2 

$10,144,000 

R-1 

$50 

R-1 

$50 

R-2 

$100 

R-2 

$100 

R-3 

$50 

R-3 

$50 

X 

$46,356,023 

X 

$33,660,672 

P 

$100 

P 

$100 

C 

WA 
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Footnote Exhibits - Page 2843 

RMBS 


Transaction Nme: 

OSAMP mS-NCI 

GBAIftP 2005^1 

Closing Oats 

February 25, 2005 

April 7, 2005 

Issuer 

GSAMP Trust 2005^01 

GSAMP Trust 20IXS-S1 

Trtistee 

Deutsche Bank 

Deutsche Bank 

RaiiMi 

SUP. Mood/s, FMi 

Moody's, FItoh 

CMiatsrel Type 

Subpr^ 

Seconds 


Capital Stnjdum; Tnutcha Oilfl. Balanw Tnmcha 

A-1 S189.63a.000 A1 

A'2 8129,754.000 Ml 

A-3 $48^72.000 M2 

M 1 $45,170,000 B1 

M2 $23,298,000 B2 

M3 K754.000 83 

B-1 K7SS.000 R 

B-2 $4,755,000 

B-3 $4,754,000 

B-4 $4.750.0(»} 

X N/A 

N $28,053,000 

R1 N/A 

R2 N/A 
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Footnote Exhibits - Page 2844 

RMBS 


Tranaacttcm N»m: 

G3AMPZ00»«2 


OSAMPZWkMVMCI 


Closino Osts 

May 13. 2005 


September 28, 2005 


tosuer 

6SM4P Trust 2005^2 


GSAMP Trust 2005-WMC1 


Trustee 

Deutsche Bank 


Deutsche Bank 


RatfetgAcendes 

Moo({y% Fitch 


Mood/s. 


CollatofBi Type 

Seands 


Subprtma 


Caj^ Stnicturs: 

Tranche 

Orta. BtBanee 

Trancha 

Or1o.Bal8nea 


A 

$315,407,000 

A-1 

$331,764,000 


M-1 

$38,965,000 

Ar2 

$117,392,000 


M-2 

$:;».359,000 

A^ 

$123,357,000 


M-3 

$11,040,000 

A-« 

$116,671,000 


IvM 

$8,225,000 

M-1 

$64,542,000 


B-l 

$8,443,000 

M-2 

$20,762,000 


B~2 

$8,659,000 

M3 

$30.2^.000 


B-3 

$6,494,000 

M4 

$13,089,000 


X 

$432,054,843 

MS 

$13,540,000 


X-l 

$0 

M6 

$10,381,000 


P 

$0 

8-1 

$8,124,000 


R 

10 

8-2 

$9,478,000 




B-3 

$6,124,000 




8-4 

$9,930,000 




8-S 

$11,735,000 




R-t 

$100 




R-2 

$100 




X 

$13,539,989 




P 

$100 




C 

$1(X) 


Pn^de&vy Butto^MS tn^xmaflon 
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Footnote Exhibits - Page 2845 

RMBS 


Tnnseettofl Name: 

68AliP2D0»4NMC2 


OSAMP 2005-WIIC3 


Dosing Date 

t4i>vwTd»r23,20t)5 


December 28, 2005 


tssuv 

6SAMP Tnwt 2(KS-WMC2 


GSAMP Trust ZOOS-WMCS 


Trustee 

Deutsche Bank 


Deutsche Bank 


Ra &9 Agencies 

Moody's, sap 


Mood/s.SaP 


CoBsteraiType 

Subfxtme 


Subpitme 


Cajriby Structure; 

Tranche 

Orla.Bat«nee 

Tranefte 

(Mg. Balance 

A-IA 

$266,290,000 

A-1A 

$238,699,000 


A-IB 

$68,572,000 

A'tB 

$26,545,000 


A-ZA 

$261,433,000 

A-2A 

$159,1^,000 


A-2B 

$190,321,000 

ArTB 

$121,835,000 


A-X 

$66,596,000 

A-2C 

$12,360,000 


M-l 

$60,187,000 

M-1 

$52,207,000 


M-2 

$26,355,000 

M>2 

$15,074,000 


M-3 

$37,570,000 

M-3 

$:».104,000 


M4 

$16,622,000 

M4 

$11,397,000 


M4 

$17,944,000 

MS 

S10J»5.000 



$13,458,000 

M6 

$6,817,000 


B-1 

$12,687,000 

B-1 

$8,456,000 


B-2 

$12,337,000 

B-2 

$8,986,000 


R-1 

$100 

B-3 

$7,353,000 


R-2 

$100 

R-1 

$100 


X 

$52,710,111 

R-2 

$100 


P 

$100 

X 

$31,986,572 




P 

$100 


ConfttenSal Buslrass Informa^on 
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Footnote Exhibits - Page 2846 

RMBS 


Transaction Hama: 

eSAMPZOOft^MI 


63AMP2C864W 


Closing Date 

Aprfl27,200e 


Saptambar 29. 2006 


Issuer 

GSAMP Trust 200e^M1 


GSAMP Trust 200&PM2 


Trustee 

Deu^wBank 


DautschaBank 


Rating AgwKaes 

Mood/s.5&P 


Itood/B, S&P 


CoAaforBl Type 

Si4^ma 


Subfvlma 


Cspitai Structum: 

Tranche 

(Me. Bianca 

Trancha 

Orta. Beianca 

A-l 

$245,164,000 

A-1 

S»1.611.000 


MA 

$^.071,000 

A-2A 

$2:^.825.000 


Ap2B 

$110,276,000 

A-2B 

$85,613,000 


A-2C 

$101,613,000 

A-2C 

$99,392,000 


A-2D 

S4Z914.000 

A-2D 

$53,666,000 


M-1 

$34,646,000 

M-l 

$34^,000 


M-2 

$30,649,000 

14-2 

$29,631,000 


M>3 

$18,034,000 

M-3 

$19,414,000 


IM 

$16,611,000 

KM 

$16,3^,000 


W-S 

$16,138,000 

M-5 

$15,837,000 



$14,713,000 

KM 

$15,838,000 


M-7 

$13,763,000 

M-7 

$14.305.(X)0 


&•! 

$12,340,000 

KM 

$11,750,000 


B-2 

$9,492,000 

KM 

$9,196,000 



$8,543,000 

B-1 

$6,131,000 


B-4 

$8,492,000 

8-2 

$10^17.000 


R 

$50 

X 

$12,772,822 


RC 

$100 

P 

$100 


RX 

$50 

C 

$100 


X 

$14,237,951 

R 

$50 


P 

$100 

RC 

$100 


c 

$100 

RX 

$50 
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Trantcdlen Nam*; 
Closing Date 
issusr 
Tnstes 

Ra &9 Agendas 
CcAatsrdTyps 


Capitaf Stnictire: 


Footnote Exhibits - Page 2847 



RMBS 


GSAMP200«4:M9 


GSAMP 26864fE1 


December 21,2006 


February 17. 2006 


GSAMP Trust 2006-FM3 


GSAMP Truat 2006-HE1 


Deutsche Bank 


DeutKheBank 


Mood/s.S&P 


Moody's, S8^ 


Subprtme 


Subpnme 


Trancft* 

Oria. Baianee 

Tfanche 

Olio. Baianee 

A-1 

$257,050,000 

A-1 

$210,928,000 

A-2A 

$154,772,000 

A-2A 

$300,225,000 

A-2B 

$59,281,000 

A-2B 

$85,326,000 

A-2C 

$63,166,000 

A-2C 

^.696,000 

A-20 

$37,996,000 

A-2D 

$30,102,000 

M-1 

$28,759,000 

M>1 

$36,167,000 

M-2 

$26,601,000 

M-2 

$35,268,000 

M-3 

$12,581,000 

M-3 

$21,258,000 

M-4 

$11,504,000 

M4 

$16,642,000 


$11,143,000 

kSS 

$17,676,000 


$7,190,000 

M4 

$15,943,000 

M-7 

$8,627,000 

M-7 

$15,460,000 

kM 

$4,674,000 

M-8 

$13,528,000 

M-9 

$7,908,000 

G-1 

$10,629,000 

B-l 

$8,»7.0Q0 

B-2 

$11,595,000 

B-2 

$6,831,000 

BG 

$10,628,000 

X 

$1^221,816 

R 

$50 

P 

$100 

RC 

$100 

C 

$100 

RX 

$50 

R 

$50 

X 

$55213,918 

RC 

$100 

P 

$100 

RX 

$50 
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Footnote Exhibits - Page 2848 

RMBS 


TrwtaacteR Nim»: 

DoebigDia* 

issuw 

Trustee 

RsttepAgenctes 

Conatenmypc 


GSAMP200S-HE2 
April 6,2006 
GSAMP Trust 2006-HEZ 
U.S. Bank 
Moo(V«.S&P 
Sub(»tma 


OSAMP 200641E3 
May 26. 2006 
aSAMPTnj3t2006-HE3 
uSi^ie Bimk 
Mood/s.S&P 
Subprtme 


Capital Sbuctura; 


Tranche 

Oris. Balance 

Tranehs 

Orla.Batanee 

A-1 

~ t2&,46O,0bo 

A-1 

$304,472,000 

A-2 

$161,748,000 

A-2A 

$S17.353,(XK) 

M 

$21,005,000 

A-2B 

$178,107,000 

M-l 

$24,214,000 

A-2C 

$151,680,000 

t*-2 

$22,327,000 

A-2D 

$49,697,000 


$13,207,000 

M-1 

$63.CI53,0(K> 

M-4 

$12,264,000 

M-2 

$59,063,000 

M-S 

$11,321,000 

M>3 

$35,916,000 


$10,377,000 

M4 

$31,926,000 

B-1 

$11,635,000 

M-S 

$29,531,000 

B-2 

$10,377,000 

lhi-6 

$27,137,000 

B-3 

$7,547,000 

M-7 

$25,540,000 

&-4 

$7,233,000 

M-6 

$22,346,000 

B-S 

$6.2»,000 

M-e 

$19,156,000 

CE 

$6,918,615 

B-1 

$19,155,000 

P 

$0 

B-2 

$17,559,000 

R 

$0 

R 

$90 

RX 

$0 

RC 

$100 



RX 

$50 



X 

$46,292,971 



P 

$100 
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Footnote Exhibits - Page 2849 

RMBS 


Trtnuetten Nbrw; 
Closing Oat* 
iuuBr 
Trustee 

Rating Agenciss 
CdlabHalType 


6SMU'200e4«4 
June 29. 2008 
GSAMP Tn>« 2006-HE4 
USalis Bank 
Mood/6.S&P 
Su^ms 


GSAMP 200e4te5 
August 2$. 2008 
6SAMP Tnist 2006-HE5 
LaSalle Bsi^ 
Mood/e.S&P 
Subprtms 


Capitsd Structure: Trandte Ortg. Batanea Tranche Orta- Balance 


A-1 

$352,418,000 

A-t 

$241,582,000 

A-2A 

$208,415,000 

A-aA 

$266,889,000 

A>2B 

S94.518.0(X) 

A-2B 

$121,873,000 

A-2C 

$87,368,000 

A-2C 

$115,439,000 

A-20 

$34,823,000 

A-2D 

$48,975,000 

U-1 

$40,100,000 

M-1 

$41,491,000 

M-2 

$37,058,000 

M-2 

$38,379,000 

M-3 

$21,319,000 

M-3 

$22,620,000 

M-4 

$19,289,000 

M-4 

$19,190,000 

M-S 

$18,781,000 

M-5 

$19,190,000 

M-8 

$1S,2X,000 

M8 

$17,834.0X 

M-8 

$1,551,000 

M-7 

$17,115,000 

U-7 

$16,243,000 

MB 

$14.W3.000 

M-8 

$14,720,000 

M-9 

$11,410,000 

M-g 

$11,167,000 

8-1 

$10,373, OX 

B-1 

$10,182,000 

8-2 

$10,373,000 

B-2 

$10,152,000 

R 

$50 

R 

$50 

RC 

$1X 

RC 

$1X 

RX 

$50 

RX 

$50 

X 

$20,745,778 

X 

$21,627,150 

P 

$1X 

P 

$1X 
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RMBS 


Footnote Exhibits - Page 2850 


TruMdlMiNsm; 

Ctesir^OM 

issuer 

Trustee 

Rating Ageflctos 
Coiiaterel Type 


GSAMP 

Sept»i^14.20(» 
GSAMP Trust 2006-HE6 
U.S. Bank 

Moody’s. S&P. FRch. MRS 
Subprime 


GSAMP 200S4ier 
October 31. ZK}6 
SSAMP Trust 200S41E7 
LaSelle Bank 
Mood/s. S&P 
Sub^mme 


Ca^^Sbu^m: 


Trantdte 

Orki. Balance 

Tranche 

OHs. BMance 

Ar1 

S300.146.000 

A-1 

$333,096,000 

A-2 

S64.6BB.OOO 

A-2A 

$184,027,000 

A-3 

$104,712,000 

A-2B 

$46,214,000 

A-4 

$41,994,000 

A-2C 

$73,637,000 

M-1 

$26,834,000 

A-2D 

$43,787,000 

M-2 

$32,608,000 

M-1 

$34,900,000 

M'S 

$12,566,000 

M-2 

$38,317,000 

M4 

$11,866,000 

M-3 

$13,695,000 

M-5 

$13,927,000 

M-4 

$18,787,000 


$8,152,000 

M-5 

$16,345,000 

M-7 

$6,152,000 

M-6 

$10,161,000 

M-8 

$6,793,000 

M-7 

$10,602,000 

B-t 

$12,228,000 

M-8 

$7,069,000 

B-2 

$11,869,000 

M-9 

$11,486,000 

84 

$10,669,000 

B-1 

$11,927,000 

CE 

N/A 

B-2 

$11,928,000 

a.-R 

$50 

R 

$50 

a-RX 

$100 

RC 

$100 

p 

$100 

RX 

$50 



X 

$18,554,474 



P 

$100 
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Footnote Exhibits - Page 2851 

RMBS 


Tnmaae^Nama: 

G8AMP»0MiE8 


GSAUP 2004M4C1 


CtotingD^ 

DecamtMH’27,2(^ 


fabruary».2G0e 


iasuar 

GSAJuU>Trui^Z0O&41Ea 


GSAMPTnst2006-MC1 


TmstBs 

LaSaUaBank 


U.S. Bank 


Ratttg Agancias 

Moodyt. S&P 


Mooriy^.Sa^ 


CidatafBtT^ 

Subprime 


Su^ma 


Capital Stni^ra: 

Traneha 

Orta.Batinea 

Trancha 

<M8.Bidanca 


A-1 

$353,741,000 

A-1 

$310,299,000 


A-2A 

$230,823,000 

A'2 

$224,955,000 


A-2B 

$85,795,000 

A-3 

$42.S85.(X}0 


A-2C 

$85,335,000 

M-1 

^,213.000 


A-20 

$33,516,000 

M-2 

$21,784,000 


M-1 

$45,700,000 

W-3 

$12,657,000 


M-2 

$41.mOOO 

M4 

$11.070.«)0 


M-3 

$25,161,000 

M-5 

$10,714,000 


M-4 

$21,567,000 

M-e 

$9,642,000 


M-S 

$20,539,000 

B-1 

$9,285,000 


M-6 

$16,431,000 

B-2 

$10,000,000 


M-7 

$12,537,000 

B-3 

$6,428,000 


M-8 

$8,7^,000 

B-4 

$5,357,000 


M-9 

$11,811,000 

B-5 

$7,142,0(ra 


B-1 

$16,945,000 

CE 

$8,928,486 


B-2 

$14,692,000 

P 

$8 


R 

$50 

R 

$0 


RC 

1100 

RX 

$0 


RX 

$50 




X 

$21,640,703 




P 

$100 
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Footnote Exhibits - Page 2852 

RMB3 


TriintKlieR Nairw: 
CtoaingDsta 
ls«Mr 
TnjstM 

Rating Aatndas 
Ctdateral Type 


eSMIP20MMNC2 
June 29. 2006 
GSAMP Trust 200&44C2 
OeutBCtte Berdt 
Moody's. S&P 
Subprime 


OSAMP 200641 
Jenuery 27, 2006 
OSAMPTiuM 200641 
Deutec^Berdt 
Mood/s, Fitch 
Semds 


Ca^ Structure: Trenehe Ortg. Balance Tranche OriB.B«hwee 


A-1 

$239,618,000 

A-1 

6273.339.000 

A-2A 

6214.090,000 

A-ZA 

653,999,000 

A-2B 

6102,864.000 

Ar2B 

613,500,000 

A-2C 

689.900.000 

M-t 

647,548.«» 

A-20 

642.998.000 

M-2 

641.087.000 

M-1 

635.700.000 

M'S 

612,862.000 

M2 

628.649.000 

M4 

613,696,000 

M-3 

616,746,000 

M4 

612,146.000 

M4 

614,986.000 

M4 

69,561.000 

M-S 

614,545.000 

B-l 

69,616,000 

W4 

613.663.000 

B-2 

68.786.000 

M-7 

612,341,000 

X 

620.672,865 

M4 

611.019.000 

X-1 

6100 

M-g 

r.052.000 

P 

6100 

B-1 

66.170.000 

R 

6100 

B-2 

68.81S.000 



X 

612.341.301 



P 

6100 



R 

650 



C 

6100 



RC 

61X 



RX 

650 




Confldentfai Proprietary Business InformaOcm 

F^uoed Pureuaru to Senate Confidentiality Rules GS-PSH)0228 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00598 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



595 


Footnote Exhibits - Page 2853 

RMBS 


Transacaonlteme: 

G8AMP»)0e^ 


G3AMP»I08B3 


(Benins Date 

Mardt 30. 2006 


Api1)27.2006 


Issuw 

GSAMP Trust 200&G2 


GSAMP Trust 2006'S3 


Tnjstee 

Deutaclw Bank 


Deutsche Bank 


Rating ^endes 

Mood/s. S&P. Fitch 


Mood/a. S&P 


OMateral T)n3e 

Seconds 


Secttfds 


Capital SfoKfore; 

Tnneha 

Oria> Batence 

Tranche 

Oria.Btfance 


/V-1A 

$130,000.0)0 

A'l 

$240,613,000 


A.1B 

S32.SOO.OO0 

A'2 

$74,961,000 


A-2 

$243,151,000 

M 

$16,989,000 


A-3 

$100,000,000 

M-1 

$47,1M,000 


M-t 

$79,333,000 

M-2 

$12,803,000 


M-2 

$16,662,000 

M-3 

$23,721,000 


M'S 

$35,217,000 

M4 

$11,367,000 


M'A 

$12,975,000 

M-5 

$10,625,000 


M-5 

$15,570,000 

M4 

$7,907,000 


M'S 

$11,863,000 

M-7 

$9,885,000 


M-7 

$21,131,000 

B-l 

$12,849,000 


B-1 

$12,604,000 

8-2 

$a,401,(X]0 


B-2 

$12,604,000 

X 

$14,085,219 


X 

$17,794,403 

X-1 

$100 


X-1 

$100 

P 

$100 


P 

$100 

R 

$100 


R 

$100 
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Footnote Exhibits - Page 2854 

RMBS 


Tran««ctienNamfl: GSAMP 2M»«4 0SAMP2eCM5 

losing Oats Juris B. 2008 August 18, 2008 

issuar GS^P Trust 2006-84 GSAMP Trust 2008-S5 

Trurtss bsutschsBsnk OsutsdisBank 

Rflrtng AgendsB Moody’s. SAP Mood/s, S&P 

C^atmi Typs Ssconds Ssconda 


Captttf Strueturs: 



$340,283,000 

A-1 

$184,416,000 

Ar2 

$100,118,000 

A-2 

$87.155,(XH} 

A-3 

$20295.000 

M-l 

$27,789^ 

M-1 

$70,146,000 

M-2 

$6,601,000 

M-2 

$12,725,000 


$15,876,000 

M-3 

S2S.691.000 

M-4 

$7.«}9.000 

M-4 

$12,724,000 

M-5 

$8.436.(H)0 

M-5 

$11,746,000 

M-e 

$7,278,000 

»48 

$10,441,000 

M-7 

$4,962,000 

M-? 

$10,440,000 

B-1 

$6,451,000 

B-1 

$12,399,000 

B-2 

$5,624,000 

B-2 

$8,609,000 

X 

$6,616,322 

X 

$12,724,966 

X-1 

$100 

X-1 

$100 

P 

$100 

P 

$100 

R 

$100 

R 

$100 



iw: 

$100 
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Footnote Exhibits - Page 2855 

RMBS 


Ttansaetim Name: 

GSAMP 3006^6 


OSAMP 2007-fMI 


Closing Date 

OetDb<»r20.200a 


January 30, 2007 


luuar 

GSMfP Trust 200&^ 


OSAMP Tnrst 2007-FM1 


Trustee 

OeutsctwBank 


OeutscnaBank 


Rating Agandes 

S&P.Moody^ 


SAP, Moody's 


Cdtateral Type 

Seconds 


Su^ma 


Capital Structure; 

Trancha 

Orta. Batanee 

Tranche 

CMo-BMance 


A-1A 

S76.000.000 

A-1 

$315,873.«)0 


A<1B 

SIB.OOO.OOO 

A-ZA 

$131,536,000 


A-1C 

$95,531,000 

A-2B 

$28,394,000 


A-2 

$^,603,000 

A-2C 

$48,057,000 


A-3 

$18,053,000 

A-2D 

$28,008,000 


M-1 

$35,241,000 

M-1 

$31,825,000 


M-2 

$8,324,000 

M-2 

$28,2d9.000 


M-3 

$13,281,000 

M-3 

$12,376,000 


M-4 

$8.376, 000 

M<4 

$12.377.(X)0 



$7,280,000 

M-S 

$10,962,000 



S5.607.000 

MS 

$8,133,000 


M-7 

$5,644,000 

M-7 

$7,426,000 


X 

$354,180,830 

M8 

$6,011,000 


X.1 

$100 

M-8 

$6,719,000 


P 

$100 

B-1 

$10,962,000 


R 

$100 

B-2 

$8,487,000 




X 

$13,790,579 




P 

$100 




c 

$100 




R 

$50 




RC 

$100 




RX 

$50 
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Footnote Exhibits - Page 2856 

RMBS 


TramacBon tUma: 

G8AliP»«}7-fie 


GSAMP 2087411 


Clo^ngData 

Fabruaiy21.2007 


January 31. 1^7 


tssuar 

GSAMP JiM» 2007-FM2 


GSAMP Trust 2007441 


TruBtoe 

Dautactia Bank 


taStf la Bank 


Ratfr^Asanctes 

S&P.Moody^ 


RtCtt, (40011/8 


CeQalartf Typa 

Sut^rtma 


Subprima 


CapKiB SlTuctuia: 

Trancto 

(Mo. Balanea 

Trancha 

OHb. Balanea 


A-1 

i361.823.c5r" 

A-1 A 

$39,569,000 


A-2A 

1230.215,000 

A-1B 

$26,640,000 


A'2B 

562,864.000 

A-1C 

$10,651,000 


A-2C 

583.5^.000 

A-2A1 

$42,000,000 


MO 

545,285,000 

A-2A2S 

$30.4^,000 


M-t 

542.570,000 

A-2A2M 

510.157.CK)0 


M>2 

544.072.000 

A-2B 

561,5^.000 


M-3 

516,527.000 

A-2C 

512.460,000 


M-4 

517.027,000 

M-f 

511,532,000 


M-S 

515.025.000 

M-2 

510,622.000 



511,018.000 

M-3 

56,069,000 


M-7 

512,020,000 

M-4 

55.615,000 


M-8P 

54.106.000 

M-5 

$5,614,000 


M-8D 

$3,907,000 

M6 

55,007.000 


M-B 

512.019.000 

M-7 

54.553.000 


B-t 

514.524.000 

M-8 

54,248.000 


B-2 

$14,023,000 

M-9 

54.401,000 


X 

521,034.651 

R 

550 


P 

5100 

RC 

5100 


C 

5100 

RX 

550 


R 

550 

X 

512.291,039 


RC 

5100 

P 

5100 


RX 

550 
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Footnote Exhibits - Page 2857 

RNBS 


Tninsaettwi N«n*: 

Ctoi^DaUi 

tuuttf 

Trustsa 

Rating AfiMicieB 
Cc^atarsiT]^ 


G8MI^2007-HE1 
Fei»u»y23. 2007 
GSAtvH>Tni8(2X)7-HE1 
LaSaflaBank 
S&P, Moettyt 
Subprlma 


GSAMP 2007-ME2 
April 20, 2007 
CSAMP Trust 2007-HE2 
LaSalla Bank 
S&P. Mood/a 
Su^Ntma 


Capital Sfruclufa: , Tiaroha Orig Batanca Trtnelni Ortg Balanca 


A-1 

$205,454,000 

A-1 

$370,801,000 

A-2A 

$149,399,000 

A-ZA 

$218,267,000 

A-2B 

$44,191,000 

A-2B 

$^.045,000 

A-2C 

$59,505,000 

A-2C 

$74,161,000 

A-20 

$15,726,000 

A-2D 

$28.668.0(Xi 

M-1 

$^.691,000 

M-1 

$42,961,000 

M-2 

$32,666,000 

M-2 

$39,423,000 

MO 

$13,367,000 

M-3 

$24.261 .0(» 

M-4 

$12,063,000 

144 

$21,228,000 

M-S 

$14,019,000 

M-S 

$19,206,000 


$9,129,000 

M-6 

$17,184,000 

M-7 

$9,129,000 

M-7 

$18,198,000 

M-8 

$8,150,000 


$16,173,000 

M-9 

$9,129,000 

M-9 

$15,162,000 

B-1 

$10,772,000 

R 

$50 

B-2 

$9,455,000 

RC 

$100 

R 

$50 

RX 

$50 

RC 

$100 

C 

$100 

RX 

$60 

X 

$57,114,094 

X 

$24,125,896 

P 

$100 

P 

$100 
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Footnote Exhibits - Page 2858 

RMBS 


Trwiaacdon Nama: 

OSMIP 20074i81 


GSAMP 20074IC1 


CtosingOate 

August 30. 2007 


February 20, 2007 


tswar 

GSAMP Trust 2007-HSBCt 


GSAMP Trust 2007-NC1 


Trustee 

Deutsche Bank 


LaSaUeBank 


Rating Aeendes 

S&P. Moodys 


SAP. Moody's 


C^steRriType 

Suteiitrrte 


Subprtme 


Ca^rita! Structere: 

Tranche 

Orlo. Balance 

Trenetw 

Or 1 a.aManea 


A-1 

SS22.S3B.OOO 

A-1 

$479,787,000 


M-t 

se.36t.000 

A-2A 

$4^,234,000 


W-2 

$12,403,000 

A-2B 

$145,757,000 


kft-3 

$1^722.000 

A-3C 

$196,365,000 



$11,449,000 

A-2D 

$79,824,000 


*A-5 

$11,132,000 

M-1 

$76,022,000 


M-6 

$9,659,000 

M-2 

$75,106,000 


M-7 

$6,676,000 

M-3 

$40,301,000 


M-8 

$7,633,000 

M4 

$36,469,000 


M<9 

$6,360,000 

M-S 

$34,805,000 


R 

$50 


$24,730,000 


RC 

$100 

M-7 

$22,898,000 


RX 

$50 

M4 

$15,571,000 


C 

$100 

M-9 

$21,962,000 


X 

$26,992,502 

B-l 

$32,056,000 


P 

$1IX> 

B-2 

$26,562.0(KI 




R 

$50 




RC 

$100 




RX 

$50 




X 

$39,364,621 




P 

$100 


Confidsntia) Propristsry Businsss Infomia^ 

Produced Pursuant to Senate Ccnfi(tefitia%Rut»8 GS^MXS34 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00604 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



601 


Footnote Exhibits - Page 2859 

RMBS 


TraniaetlM Nune: 

GSR 2004^ 


GW20O4>3r 


Closing Date 

,lanuary 30, 2004 


Febniary27.2004 


Issuer 

Morfosge Loan Trust 2004-2F 


GSR Mohgaoe Loan Trust 2004-3F 


TrusM 

Wsciiovis 


Wachovie 


Rat^g Agencies 

sap, Fitch 


sap. Fitch 


Corral Type 

Prime Fixed 


Prime Fixed 


Cepittd Stnicture: 

Tranche 

OrfaSetanee 

Tranche 

Orlg.Bal«iea 

Wkl 

$23.28$, 62$ 

1-A1 

$37,754,000 


i•A2 

$23,285,62$ 

ilA-1 

$65,576,000 


I-A3 

$38,806.37$ 

uA-a 

$19,448,060 


i-M 

$16,715,000 

liA-3 

$31,137,009 


(•AS 

$35,673,000 

tlA-4 

$21,213,000 



$12,972,000 

tlA-S 

$5,675,000 


1-A7 

$14,483,000 

IIA-6 

$38,353,334 


It-AI 

$100,000,000 

ltA-7 

$38,353,334 


li'A2 

$38,461 $38 

IIA-6 

$16,000,000 


tl-A3 

$40,156,186 

itA-8 

$15,444,^ 


IMU 

$40,156,188 

»A-10 

$19,582,932 


II-A5 

$38.«}S.188 

ttA-11 

$26,27?.000 


li-A6 

$18,152,624 

IIA-12 

$500,000 


lll-AI 

$100,000,000 

li1A-1 

$87,000,000 


i(l-A2 

$40,766,230 

lllA-2 

$32.8^,500 


111-43 

$53,120,438 

illA-3 

$38,845,894 


lll-M 

$53,120,438 

IIIA-4 

$36,845,894 


MI-A5 

$38,096,500 

lltA-S 

$30,332,571 


tlFAS 

$21,050,062 

tliA-8 

$19,995,535 


IV-A1 

$76,198,000 

l»A-7 

$19,578,582 


IV-A2 

$76,198,000 

IIIAS 

$440,418 


V-A1 

$35,524^ 

A-P 

$114,266 


Vt-At 

$94,581,000 

A-X 

$862,716 


Vtl-AI 

$53,305,300 

B-1 

$7,606,000 


VILA2 

$53,305/100 

B-2 

$2,788,000 


VII1-A1 

$32.614.tK» 

B-3 

$1,775,000 


IX-A1 

$14,146,000 

B-4 

$1,268,000 


X-A1 

$41,137,000 

8-5 

$1,014,000 


XI-A1 

$27,838,000 

B-6 

$760,550 


X1I-A1 

$55,415,000 

R 

$0 


XilLAI 

$43,880,000 




XIV-Al 

$45,060,000 




i-ai 

S9.1M.000 




1-82 

$2,896,000 




1-63 

$1,654,000 




1-64 

$1,241,000 




t-6S 

$627,000 




1-89 

$827,617 




II-BI 

$1,057,000 




11-82 

$528,000 




»-B3 

$395,000 




ti-S4 

$284,000 




11-85 

S»4.000 




11-86 

$131,965 




R 

$0 




A-X 

$4,724,122 




A-P 

1929,496 
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Footnote Exhibits - Page 2860 

RMBS 


TramactiMt Namt: 
Ctoi^OaM 
tsauar 
Tnjstea 

Rating A(}8ncies 
Coiataial Typa 


OSR2DM>4 

Fat)ruaty27.2004 
Mortgage l(»n Trust 2004-4 
Wacttovia 
S&P.Rtch 
Prime Hybrtti 


Cat^ta! Strurtire; TrMtK»a Orta. Batanea 


lAt 

$81,126,000 

2A1 

$25,000,000 

2A2 

$90,000,000 

2A3 

$50,000,000 

2A4 

$112,438,000 

2AS 

$112,438,000 

3A1 

$45,000,000 

3A2 

$37,814,000 

3A3 

$37,914,000 

4A1 

$20,961,000 

B1 

$6,882,000 

B2 

$722,000 

B3 

$941,000 

B4 

$361,000 

B5 

$361,000 

B6 

$181,353 

R 

$100 
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RMBS 


TlwmUmi Wat: OM2BOM 0MZeM« 

CkNftigOn: tvriiX.i004 ttf/V.Xa* 

teiMT. GSR Usi^iga Lean Tiu«l 30074 QSRWort9g*le0''Tnn>2OO44lF 

TiuMK M«9Wi Chm Bm waonw 

SSP.Moe^ SW>.FM< 

CoBtttilTypr. PAntHyBriif PAntFhM 



1A2 11.708.000 M4 $3.1B0A» 

IAS 180421,000 lAO 13,107400 

2A1 tItEUlTaOOO IIA-1 flSO.OSt^OO 

3A! 808403.000 BM *17470400 

3A2 *38488.000 HAG (12470400 

3A3 02.113,000 IIA4 C108400 

lAX (188.30.000 nA4 (38.40400 

2AX Iia247a000 HAS (684.000 

81 (10486.000 ltA7 (I.OOO.OOO 

83 Km4O0 nA« OS448.000 

BS (3,106.000 dlA-l 170400400 

84 (1438.000 IIIA3 00461438 

88 (14*8.000 StAG (11.70D400 

66 11.008488 OU-t (13417400 

R (too UA6 (3*433467 

SQAO (64SS.733 

IVA1 (6S426400 

VA1 (43483400 

A4 (116,311 

AJ( (3.031.408 

61 18410400 

63 (3.711.000 

S3 (1468400 

64 (1.084.000 

86 (1485400 

86 (642430 

fl (0 
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Footnote Exhibits - Page 2862 

RMBS 


TfMaOtonHM; OWJWH-r 

ChntogDMK Jgn»».20M 

iRtMf; 6Sf{Mort0iigilMeTniS2O(M-T 

TiwIn: #MergnO«nBu* 

WHjjigwidw; SIP 

CoBBMTnM: PhnaHyM 


aw»M-*r 

MrW.JDOt 

GSR Um< Tni* 2COMF 

WaetM 
Stf.ncn 
P)t>a Ftcad 
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Footnote Exhibits - Page 2863 

fUlBS 


TiMMSDnMmK OMUMM 

OotfiaDa: My3a2004 

mar QOTMoK(MPiUanTnal300t-e 

TfuttM: WKhmt* 

S«P.Maa(t/t.Flicti 

CdAfriTypc PrlimiHytM 


OMSM-IOr 

fc««l26.2004 

GSR Ucnsigi lioan Tnot SOO^tOF 
WkKwM 
StP.RW 
PrtmtFM 


C^ftii Stuelun; 
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Footnote Exhibits - Page 2864 

RMBS 



1A2 mjxosoB ua $mii.ogo 

2A1 t2aOJOOJOO 2Ml tlW 

2A3 laoo^noooo tsMUon 

2A3 SltTAttjaO 2A2 IlSOAIOAe 

ui tzMOA.ooo 2 M t6tuaD.oao 

4At *t2.4nAK> Ml laiXMlJOQ 

!AI »10#.«M00 M» »ssw,eco 

B1 ^ns«onn M I63.SOMOO 

K njunsoo m« isuismb 

to UM\m M> m » M . o oo 

B4 U4tSAie MB nMTBAS 

85 543L000 tat ta.mAio 

M <2.451.055 182 0.555, 000 

lAX 560.000.000 IBS <2.770000 

2AXt <200400.000 tB4 <1457.000 

ZAX2 <200400400 IBS $515400 

R <100 185 <2.11542* 

281 <1247X000 

2S2 HJ87.«0 

2BS <XOS2400 

SI S24S&Q0e 

283 SU70.000 

285 <2457483 

1AX <331422400 

2A1X 188413400 

25» <160400.000 

2A3X <50400.000 

R <100 
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Footnote Exhibits - Page 2865 

RMBS 



OWtOM-l* 

He«>«TMra.2SO* 

OS M9IS9 L/an Tnal aOM-U 
U&Bott 
SkP.iiM/l 
PTMaHytM 


^«nch» OrtitBaip— 

1A-1 »«Mta,ooEr 

2*-t IIOOjnOAM 

2A^ I3ajs3jm 

M-t vsjoooxao 

a *-2 S 31 Ma,M 6 

sfcs siMn.cao 

4A>t mjnxpo 

*M uTjnm 

M> $40,001 

A-X $34S.»47 

Bt $4JMA)Q 

BZ S1XKI8.00C 

B3 tSOtOOO 

B4 tmoco 

BS 1107.000 

86 tmolo 

R to 


AR 

Ml 

1AX 

2A1 

SAX 

Ml 

M2 

3AX 

Ml 

Ml 

SAX 

SA2 

tax 


!•> 

183 


1M 

18$ 


0»tD.B>Mw 

1100 

tlOOJT?^ 
tl(S.377.00l> 
t201JS3M0 
t3014S3jOOO 
$119,431 AXI 
fr(.fiOD.(KIO 
itM.43i.OeO 
|430t1.000 
1100000,000 
iioo.ooo.ooe 
162216.000 
ite.4a2.ooe 

$9380.000 

$4.iaaooD 

$237X000 

I3J07300 

I13W300 


ai $6318000 

282 |43M30e 

283 $3398000 

284 $1,787,000 

286 $1371000 

2M $1,126,047 

R $100 


Cwifit^tta) F^t^ri8ta»y BtAlnaos InftjmtaUwt 

Produced Pursuant to Seruite ConttdanUaItty Rules GS'PSI-00241 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 00611 


Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



608 



ConfldenSai Pro^ivMary Busbiess Intoimatlon 

Produce} Pursuar^ to Senate ConRclMittelRy Rutes GS^M)0242 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00612 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



609 



Confldsntiat ^qjrtstafy Bu^ss InformatiiK^ 
Produced ftmjuant to Senate ConfidentlaBty Rules 


GS-PSM)0243 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00613 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



610 



ConfldBoaaJ Propftetety &isfn«»8 tnftsnnaaon 

Produced Pwwiant to S^to Confidentiality Rules GS^Sf-00244 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00614 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



611 



CoifidlenUed Pmpr^ry Susinsu Intimation 

i^ucedi\irsuam to Senate Cor^entia% Rules 6S*PSi-0Q24S 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm00615 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



612 



ConMential ^roprMary Business inform^n 

^oduoed PunKW^ to Senate ConfidenSality Rtries GS-PSMX>246 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm00616 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



613 


Footnote Exhibits - Page 2871 

RMB3 


TH w ae rtkm Wim i : 
TftKM: 


(MneAgsRdM; 

CeOnMTyv*; 


January Si. 3005 
Uaf^aga Ijnn Trust 3006^1 
U.& Bank 
SkP.FUi 
PHmsHytrM 


a» wa «ja 

MM) 31. 3006 

SSfl Mar^Bsgs Lean TruA 3(nMR3 
Ua.Bsr« 
SaP.IAM)^ 
Piin»Hymi 




Trsndts OrfaBstinBi 

AR 1100 

lAt 1211.732.000 

2A1 |16«.SH.aD0 

SA1 im.7SO.QDO 

3A2 STMtjaCB 

4A1 iaa.flo&aoo 

4A3 MJ73.0aD 

B1 StlMW) 

B2 M.45BJ300 

as i3.an.aao 

B4 (3.087.000 

B5 (3.087.000 

M (tjrtjpa 

R (100 



tA3 

1A3 

2A1 

Ml 

4At 

6A1 

N 

RH 


10! 

1B3 


2B3 

SS 

3S4 

as 


R 

Ra 


OinBaliiws 

(sa. 117.000 

(17Z22SJ300 

(BJOB.aoO 

S223.7S3A)Q 

ssons.ooa 

(1M.7S1.Q00 

(181^87.000 

(100 

(100 

(100 

(io.a4t.ocio 

P.454 JMO 
(4,814A» 
»4J»0JI00 
(2.120^0 
(1.776,131 
(laaooo 
mt.tm 

(464^900 

(650.000 

snooo 

(1U.7U 

S1« 

(10O 

(100 


ConfidQnStf Pn^irMafy Businma <nfbmi«ten 

Pfoducod Pur^nS to Senate Confidentialtty RuEes GS4>S-00247 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm00617 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



614 


Footnote Exhibits - Page 2872 

RMBS 


MiyZT.ZDOS 

oat t4or«igi U«n T(uii 2D0»^ 
UJ.8«tk 

SV.MoodA 

Prim Hybrid 


aSRMbSMU 

AM3tl.2Q» 

QSR WeriQlO* Uv Trad 200MR* 
U3.tof* 

StP.Ftdl 

f>m»Hyt»W 


ttXUM,000 

sinjrijno 

siBijdo^no 


tTn^ooo 

(tSSMSAOO 

smdakooo 

(IMB&On 

ieTjB7.cao 


vmm 

xuMfoa 

11^1.000 

%\snffia 


tnjBLOOO 

te.OM.coo 

t4.Z2eMO 

tU14JI10 

niTAse.4«> 

tioe 

tioo 


V9msa» 

t132JS3A» 

ta.ooo.ow 

SS0A»A10 

t3.sooj»e 


t4z.Msaie 

t2WJ7S«B 

Mll.ti&ooe 

t14WW0 

|B,OU.OW 


U.W2.0W 

I3ai.aoo 

»t.T27.144 

u.4asa» 

t2.63BAB 

tt.aexiw 

tt.OS7.OOQ 

tM«.{IG0 

1635.210 

Mll.llSOW 

tiw 

1100 

tioo 


C«if{dati1ial Pix^BlstEHry Bu^ness infwTTiation 
F^Dduced Pursuant to Senate Confldanttaitty Rtdee 


6S>PSI-00248 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 00618 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



615 


Footnote Exhibits - Page 2873 

RM&S 



C^Wsntia! Propristary Sustnsss Information 

Produced Pursuartt to Sonata ConManttatliy QS-PSl'tKnAS 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00619 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



616 


Footnote Exhibits - Page 2874 

RUSS 


TmsIm: 


OSRSOMJtr 
03D6W 31.2006 

mit UsrtBigB Loan Tiuxt 20Q6^W«7 
U-S-Bn 


an2ae»*ci.t 
OacamMr 2B. 2Q0S 
OSRTM 2006410.1 
OautMw bv« 



IAS t<jn«00 A-2A siB3.iso.aao 

£At KU.an.ooo Asa S6a.o7uoo 

2A2 t16.eM«n W-1 147.736^ 

Ml 1107.172.000 U4 S38,4U.OOO 

4A1 S132.O«8J»0 IM Sll.tlSAn 

4*3 $6.M6M0 110,731.000 

SAt |141.74r4»0 IM WJillAB 

6A2 IB.417ilOO M W.HIAX) 

8A1 1776.766.000 »1 MJOItW 

1B1 116,464000 l3J3OO.0oe 

IBS IB.4S6j30O B4 K, 401,000 

1B3 144804)00 R-1 to 

IB4 13.481000 ft-2 10 

IBS 11484:000 ao to 

166 11480047 X to 

SI 111.167400 S to 

282 $4.701000 

283 tl7M.OOO 

2B4 11400400 

2BS 11486.000 

286 $1400436 

R $100 

RTI $100 

RT3 $100 


ConfUenfittf Propristary Bustmss Informal 

ProducBd Pursuant to Sonata Confldentiatity Rules > GS-PSl-00250 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00620 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



617 


Footnote Exhibits - Page 2875 

RMBS 


Od^Dmk 

IHIMR 

TaMm: 

Brtnc OQtnrtw: 
CoBUvriTypc 


aSRSOS'lf' 

am»r30.»0B 

ast UeiTBagi Loai Trust SOOB-IF 
U3.esnk 
StP.Moooy^bRfcti 
MmsFbcM 


it?. Fact 
Piin»Fhad 


CapBit ffiniatn: 




lA-tt 

(A-12 

1A-1S 

tA>14 

1A-1S 

1Af17 


2A4 

2A4 

2A-10 

M-1t 

2A-ia 

a«r13 

2A-U 

2A-tl 

2A-t« 

2A-17 


$103^ A» 

oixtraMo 

ttojaw) 

U2je3^ 

fiimiu 

tssmjots 

ta^ijoo 

<1,33aAD 

v>ju*a» 


UAztfm 


ti»jos.oao 

•1331000 

>3341000 

•228.037300 

•100.000000 


•38311.000 

114331300 

11.004300 


I30,0Q03K 

I1O.MS.00O 

<7^,000 

•7*8300 

>188.131300 

•28.411300 

>13380.000 

<12,142300 

•42.417300 

•2370.000 

•38.804300 

•38304300 

t1M.TB3300 

•8310000 

>04387300 


1100300300 

•18320300 

•128307300 

•21308300 

I1SJD1000 

>41.722300 


•1182300 

•40304.000 

848304300 

1800000 

•18311300 

•18311,000 

•2.114308 

•231088 

>l0.184!m 

•8318300 

>6381300 

•1117300 


18.470300 


•1387300 

11.801000 

11370300 

•1381727 

>1.071000 

1808.000 

•1381368 


Tiwet» Orl».ttolsnc» 

1A1 >31781000 

2A1 >110.820300 

243 >20300300 

243 •8300.000 

2M >8384.000 

2A6 118344.000 

243 tS.TOlOQO 

2V 8690300 

2A8 tl4S10a0 

248 *108.000 

2A10 (817300 

2A1t (23*2374 

2412 •10340.728 

2A13 (28321000 

2A14 11.801000 

2A18 138,771000 

2418 tT.ftt8.000 

2A1T IS238S300 

2418 >47.731000 

2418 >4300300 

2420 >4300300 

341 >88300300 

342 >10,760.000 

343 >32.231000 

3M (12343300 

24S «85730O 

348 >118.000,000 

441 (49.141000 

442 •49.148,000 

841 (11.421000 

841 (20314.000 

741 (48381000 

AX nn.8M 

Ml (6383,000 

81 (8326.000 

82 14.429.000 

83 $2383.000 

84 (13*1000 

85 (1.107.000 

88 (13*1407 

RC to 

R to 


ConRdentiBi Business infbtmation 

Produced Pursuant to Swtato Confidentiality Rules 6S^SM30251 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 00621 


Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



618 



ConMentitf Pn^HMary Business informa&m 

Produced Pumiant to Senate Confidendailty Rules GS^SI-00252 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00622 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



619 



Confidential Prepriirtary Btarinass Infiy mati o n 

Pfoducod Pursuant to Sarate ConfldantlaBly Rules GS-PSI-00253 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00623 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



620 


Footnote Exhibits - Page 2878 

RMBS 


TiwiwOonlt— ■■ OUSS*^ 

CkatogDalK Jd)r2S.ax» 

tear. OSH MnHaegi I ran Tnal aoce-TF 

Tnmr UA. Bank 

RaSnpAoaneiME SV.Uoo^ixmah 

CottnnriTyps: Prtmanad 


OMSMBtf 

Aii9jaS,200B 

OSH Men9«a Uan Tmh aXBBF 
US. Sank 
SAP.Mecdy^FUi 
PisnaftcM 


CapMWuBBoe; 


2A-e 

2A-10 

2Vtl 

2A-t2 

aA-ts 


4Ar13 

4A-13 

aA-t4 


tioo.ses.n» 

cnstsoio 

l3S.tSIA» 

tzs.t7rjD0 

sa.tzrjn 

S7.OSt.W0 

VWMO 

H, 725.000 

fr.sss,flOD 
ts.4oo.aoo 
woo An 
r7js4.ooo 
sn»ijoM 

0.117X00 

6S4S1XaO 

f7SJ43.000 

t42.71t.O00 


taS,S28XOO 

<8X214.000 

WBSXOO 

I8exat.ooe 


11X014X00 
11,001.070 
tOlIXOO 
<40X70X00 
ts, 430.000 

11X044,000 

<1X014,000 

tXS17X«S 

t62XS0,a» 

<82X08.000 

<73X87 

M.71X000 

<7X10X00 


<1X20.000 

<1X10.000 

<014X00 

I010J87 


4Ar10 

4A-tt 

4A-13 

4A>» 

4A>t4 

4A-ie 

4A-10 

4A-17 

4A-1S 

4A*10 

4AXD 

4Ar21 

SA-t 

SAX 


<78X00X00 

<88X7X000 

<88X7X000 

<5X00.000 

<20X00.000 

oiiaxTxooo 

147.13X000 

<3X7X000 

<3.77X400 

<47.130X00 

<47.13X000 

<<4.420X00 


tX40OX0O 

<3X30X00 

<270X15 

<68XXaX0D 

S4.4M.0eO 

<2.184.000 

<18X401 


M0.422XOO 

<50X2X000 

txie4,ooo 

SX1O4X00 

<04X21.000 

<04X21.000 

<MX21,000 


<4.MX78 

loi.m.ooo 

<01.780X00 

<35.004 

<1.070X00 

<8.711X00 

n.7UX0D 

tX4MX0O 

<1X44X00 

<1X44X00 

<1X47X05 


Cwfkientiat Pn^iriMary BinineM tnfbrma&Mi 

Produced Pweuant to Swtato Confidentiality Rules GS>PSI-0D2Si 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00624 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



621 


Footnote Exhibits - Page 2879 

RMB5 


l^wcKflea Kkm: 

Oort^DaK 

iHwr 

Tnniar. 

Ratals AOMidM: 
CmitaniTytiK 


OmXDOMF 

octatarsazooe 

OSR Uctqm* loifl TniM 200MF 
UikBank 
Stf , MacMy% FUdt 
PAnaRnS 


OSRtSetatSF 
Omrtaara, 2Q0B 
GSR MonsagaLds) Tnoi 2m-tOF 
u&Btnk 
SAP,nai 
Mnaflxad 


CapdaiStMBtun: 



tlOUBOmS 2A-1 $4«.T«MIQ0 

3A-1 S6ai,mAD M-1 ISM^I.OOO 

4IS-1 i30i.a».ooo 4A-1 in.T37^ 

«A-z t:s4.nui4 4A^ tM,nTA]o 

4A^ f3M,m214 *M ISM.OOO 

**r* <3t,8az.TM M-1 tST^IIMnO 

4M tZlja2.7M M-1 t3i.«SBJiaO 

SR-1 1128^52^ KX »9B».S0S 

SA.2 liBejs3.on u-1 »4.Ttr,oDe 

SiV) STUKUtnO 6-t 

SM tlOMOQ B-t t2.m£00 

M-1 OOJXXBO 

i9a;aD,oaB a4 

7A-I ts^isAn M mzm 

•A>1 tS0.4*S400 M 81.074^13 

U-t tOJMJM AC 10 

Mi t\JM*30f R <0 

H-1 lii.73a.eoo 

B-l 117031,000 

fr-a I74MOOO 

fr-3 M.m.QOO 

»-« <2.788000 

B4 12.008.000 

&4 <2.780048 

RC SO 

R <0 


ConffdanHaf ProfvWaiy &uin«ss Inibrmatkan 

Ptoductad Pitfsuant to Senats ConfIdontisGty Rulw GS-PSI^255 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00625 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



622 



ConMsntiai PftHXletary Business Information 
F^oduced Pursuant to Semfo Conffoeniialit)' Rules 


QS#SM)02S6 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00626 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



623 


Footnote Exhibits - Page 2881 

RMBS 


TIBWII null fill OMSDOkOAi SMseer-ip 

aa*«Oite AuguM24.200a H«UiBV2S.20Ot 

bwar. OSRUansiVitaanTnwSOOMMi <SRUar«a9iUwnTn«3007>1F 

iirntm OHnctatenk as.te* 

Rtft^««OTdw: S4P.MBod/».H» 

CcCMKriTypc OpBoriWtM PrtnwFhirt 



2^1 W>.«BSJX» 2A-1 |S70,0r3W 

2M t3S34Z7m) 2Fr2 |487.t3a^ 

2.A4 uta-iirAio 2M M i i . m , c eo 

VA-t 2A4 •12«^S.0G8 

>A-2 |3e,T22MC 2A« ^J00.0W 

u -1 t» 2 .in,oao 2A4 isiomooo 

U-i tUJOUjOOO 2A-7 t1Br,S«.m 

(i«,i4aaeo 2*4 

IM ISVCMjnO 2A4 |tB4tl,000 

W4 |124S7«» 2A-10 »$2e.Oaa. O OB 

IM ti2jBaMo aA-1 pi<4n.s>« 

U-? >124nM> $197422.000 

M4 $12497400 »2 $14.491400 

IM $12,960,000 3M 1132.127,000 

R $100 2AS $12.314400 

RC $100 3A4 $193400.000 

RX $100 M-7 $10400400 

P $100 3M $90.000400 

X $39406412 SM $142470400 

U-IO $13.672400 

34-11 $90,000400 

3A-12 $149470400 

34-13 $10.112400 

34-14 $142,670,000 

3A-16 - $133,127,000 

3A-16 $6405401 

Mrl $166477400 

4M $161077,000 

KX $39S.406 

U-1 $10463400 

e-1 $16407400 

M $6,002,000 

*4 $4416.000 

B-4 O412.D00 

M $1.601000 

M P.41348S 

X 60 

RC $0 

R $100 


Confldwi«tf Proprietary Bisinws Intomatton 

Produced PiffKUBtt to Senate CorUWenfiafi^ Rules GS-P^00257 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00627 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



624 


Footnote Exhibits - Page 2882 

RMSS 


TimacttM Hm: 

CMmtWK 

(nuir. 

TnaiM: 

RttkvAswdHc 

CcSaanlTtp*: 


0SR2OT-V 

VtmtiX.30St 

^ Upr^^it Uan Tnul «a7-2F 
U5.to* 
Miody^FSa) 
PimFbcad 


OMser-v 

A«rt 30.2007 

GSft ktoRggqtUMn T<u«209r-3F 
U&toft 
Mootlirt. 

PAmFtaO 


TnMhs 

1A-1 

1^2 


1A4 

2A-t 

3M 

2VS 

2M 

2MS 

2M 

2A-7 

2A4 

2A4 

2«^t0 

3A-1 

3MrZ 


tK* 

3M 

9A4 

it^T 

Vr* 

M-0 

3h-10 

4«r1 

4A2 


U>t 

&-1 

B-Z 

»4 


R 


X 

RC 


$101401 AOO 
$re.«804ae 
H.N140O 


ItJTZAB 

$306.70400 

IISajTXOOO 

$162464400 

$6411400 

$13.441400 

$2.630400 

SU.66a.00D 

$2.766400 

$04466,000 

$211.703406 

$173446.000 

$166426400 

$11.70.000 

$16417400 

$6,034400 

$46464.000 

$3467400 


$64.472400 

$64407400 

$64407.000 

$162476 

$4,383,000 

U1634Q0 

$3.763400 

$2.166400 

$1464.000 

6W1400 

$1464,730 

$100 

369.703 


3M 

26-7 

2M 


$U.1t3400 

S36.7U.000 

$6.732400 

$0.017400 

$na4oo 

$263477.000 

$tU8014l» 

$107,628,000 

$12427400 

$17.121400 

$6404400 

$47412,000 

$3463400 

I114.7a400 

$70.743400 

$370.744400 

$261,073400 

$262441400 

116432400 

$34464,000 

116422.000 


$•7462.000 

$•7462.000 

$246463 

$6.406400 

$10431400 

$4436400 

13461400 

$1446.000 

$i.i».ooe 

$1.646464 

$100 


Confh^r^ FTOpriatary Bu^bness Informafion 

Prodmud Pursuant to Senate Confldenttallty Rules GS'PS!-<W258 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 


Frm 00628 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 TXT SAFFAIRS 


PsN: PAT 



625 



Ckinffd«n(td PioprtsUify Business (nfi^aton 
Produced Punwamto Senate Confidentiaaty Rules 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00629 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



626 



Ckjnfidentfa! Pit^Hlstery Businms Informstion GS4>Sf4}G280 

Rodueed Pursuant to Senate ConlidantiaBty RutM 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00630 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



627 



Pr^>riBtey Business infonnation 
ProducacJ Pufsuanl to S«wte ConfidentJaSty Rules 


GS-PSM102B1 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00631 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



628 


Footnote Exhibits - Page 2886 

RMB8 


Trwiiirtfrr ‘Tnrr OMaM 7 -OAJ 

OodivCMr OelBtar».2fi07 

tmjtr. OSRilotmtUwTruitaOOr-OAZ 

Tnotn: DwtKMiBM 

CatetmTyps OlOenARM 


HCAMTSOaMLn 

OetttarSB.zeOfi 

NMt Canwy MwnaOA Msrtai0» Lean Tn« 20CHM1.T2 
as.a«ik 
S&F.MooOy^ 

AIM 



ConlMsnSat f^t>prieiary Business infiarmation 

Produced Pursuant to Senate ConfkJentialfty Ritfes GS-PSI'00282 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00632 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



629 


Footnote Exhibits - Page 2887 

RMBS 



ConSdsnilti Business InformBtlon 

Produced Pursuant to Senate Confidentiality Ftolee GS-PSl-00^ 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00633 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



630 



Confkienyai Pn^Mtetary Business informaiBon 

ProdittedRirsuant to Senate CorMmtlatltyRi^ QS>PSi-002e4 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00634 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



631 


Footnote Exhibits - Page 2889 


Sum of Ono Face (mm) 



Risk Taker/ Customer 

Total 


ACA Management 

AIG (AIGFP) 

AIG (Banque AtG) 
AtO(6(ot»!) 

Aladdin 

Aiiied Irish 

An^ Irish 

Bank Hofinan 

BAWAG 

42.0 

149.7 

205.0 

18.6 

« 


BSAM 

OBASS 

Dnirch Tavern 

760.2 


CNCE 

Commerzbar^ 

Credit Suisse 

Deutsche 6»ik 

Faxtor 

GtB 

Greywotf 

H8K 

Highland Capital 

IKB 

Koch Global 

Merrffi 

15.0 

965.5 


New Bond Street 



Nordaa 

MB 


NY CDO OSSK 

250.6 


Oppenheimer 

Princeton Advisory 

tiSi 


Security Benefit Ufa 

MB 



TCW 

Trieadia 

M 


Subcommittee on Investigations 

VandertHit 

Wachovia 

S 



Grand Total 

3.661.5 

1 


Confidential Treatment 
Requested by Goldman Sachs 


Permanent Subcommittee on Investigations 


Wall Street & The Financial Crisis 


‘^S MBS 0000)21129 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00635 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 





632 









633 






634 


Footnote Exhibits - Page 2892 





..CUMW 

' ' Prieo 

MSFaM.OBm) 

TMAOM 

soutoOiu 


ABACUS NR 

A-l 

ats-Mbps 

•41.25 

VIAQO 

9/2&OS 

MAGMETAR CN3 MF LTD 

ABACUS Oft-tt NR 

A-1 

a)s>S4^s 

•41.:^ 

»IO«0 

90000 

OBJTSCHEASLOfOON 

ABACUS 0e>!1 NR 

A'2 

COS-62b»» 

•22.07 

V1808 

9/2800 

MAGMETAR CNS MF LTD 

ABACUS (»1)NR 

A-2 

COS-STiqn 

•22-97 

Ofiam 

80800 

OaJTSCMEAGLCMDON 

ABACUS Oe-tt NR 

8 

COS-12«ipt 

•10.03 

ft'lliCO 

9 Aaoe 

CSC ESa Bfltfg* Muiar Fund i, IM. 

ABACUS 0S*f1 NR 

a 

CO^ 120Bpt 

-10.53 

vtooo 

V2SM 

UAONETARCNSMFLTD 

AB/^S os'll NR 

8 

COS-120bp* 

-10.83 


80806 

f^TTSCHE AG LCWOON 

ABAC^KOe-ll NR 

C 

COS- 230^4 

•8.2S 

VMM 

ftoeoe 

GSC Eiiet fM^« Mamr Fund 1. US. 

ABACUS 00*11 NR 

C 

Ct»-2Sttip» 

•0.25 

VMM 

90806 

MAGNETARCNSMFLTD 

ABM^US OS-11 m 

C 

CBS-SSObpt 

■S2S 

V\9M 

9/2808 

OEUTSCKE AG LONDON 

A»«U$0S'}1NR 

0 

CC»-40SSp$ 

•S.04 

VMM 

80006 

OSC Bed BtfdBt MnMr Fund L ltd. 

ABACUS 06>11 NR 

0 

COS-405b(>t 

-5.94 

VMM 

BOBOe 

MAQt«TARCNS MFLTD 

ABAOiSOS-IINR 

0 

CDS-40S»p« 

-5.94 

8/1000 

Boeoo 

OB/TSdS AG LONDON 

ABACUS 00*14 NR 

A-2 

a7S-700p* 

•38.68 

10/1006 

10/1300 

MAONETAROtSW'LTO 

ABACUS 00-14 NR 

B 

cos- lOSftpi 

•38.08 

mcM 

10/1306 

U/^NETARCN8NUFLTD 

ABACUS 00-14 NR 

C 

cos-aooBf* 

-25.18 

IfflOAO 

10/1306 

MAGISTARCNBii^LTO 

ABACUS 00-14 NR 

0 

CDS-400btw 

-15.72 

1Qri0«8 

10/1308 

IMCUCTAR CNS MFLTD 

ABAOJ$0e>1$ 

C 

CDS- tesops 

•6S1 

11/8B6 

11/1308 

GSCEM BM8»MWN4r Fund L Ltd. 

ABACUS OO-HOSt 

8S 

cos- 22^ 

-1032.00 

VMM 

90000 

PAULSON CRED OPf> MST 

ABAa^064NOX2 

S5 

COS-22»p» 

•080.00 

8/27/DO 

10/400 

PAULSON CREDOPPUST 

ABACUS 07'ACI 

SS 

COS-OSOpi 

•1000.00 

501/07 

S0107 

PAULSON CMD OPP MST 

ABAO^SOTACl 

A2 

CDS- 141bp» 

•142.00 

SQU07 

40807 

PAULSON CREO OPP MST 

ABACUS 07WtCl 

At 

cos- ttS6p» 

•50.00 

vtaoi 

40807 

PAULSON CRED OPP MST 


Confidential Treatment GS MBS 0000021 132 

Requested by Goldman Sachs 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00638 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



635 




ConMential Treatment 
Requested by Goldman Sachs 


GS MBS 0000021133 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00639 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



636 


Footnote Exhibits - Page 2894 



ABACUS 30SS-1 
ABACUS SCIfr) 
ABACUS sao»-3 
ABAOSKKK-S 
ABACUS iKS-S 
ABACUS nes-s 
MACussoee-s 
ABACUS iOOS-3 

ABAois aoos) 

ABACUSaOOM 
ABACUS 30OM 
ABAOJS 200S-r 
ABACUS SOOS^Bt 
ABAOASZDOt-Cti 
ABACUS sooen 
ABACUS aoos-u 
ABACUS MBBtl 
ABACUS nofrlt 
ABACUS SOOB^n 
ABACusseesn 
ABACUS 300BU 
ABACUS SOBU 
ABACUS SDOBH 
ABACUS SOM-tk 
ABACUS SOOBkf 
ABACUS SOOBI I 
ABACUS SeOBk} 
ABACUS seOBkS 
ABACUSHDBI} 
ABACUS nOBkt 
ABACUS BDOBIS 
ABACUSaOBlJ 
ABACUSSeOB>» 
ABACUS MDB't 
ABACUS SOBtl 
ABACUS SaOBli 
ABACUS mB» 
ABACUSIDOBt} 
ABACUS SOBtJ 
ABACUS aOBIS' 
ABACUS SSDBIJ 
ABACUS SWBl] 
ABACUS BBBIJ 
ABACUS SOOBt} 
ABACUS MBBlS 
ABACUS SDBIS 
ABACusageBis 
ABACUS 2C0BI} 
ABACUS ncBis 
ABACUS aOOBIS 
ABACUS 2QOB IS 
ABACUS SCOBO 
ABACUS SOOBiS 
ABACUS SOOBkS 
ABACUS ZCOB IS 
ABACusxns-is 
ABACAA SODBIS 
ABACUS 2SOBIS 
ABACUS SDOBIS 
ABACUS SOOB1S 
ABACUSIODBlS 
ABACUS ZDOBI3 
ABACUS 300BI3 
ABACUS »0B13 
ABACUS 30OBI3 
ABACUS 3BDBI3 
ABACUS aOBU 
ABACUS leOBU 
ABACUS SOBtA 
ABAOSSOOBIS 
ABACUS inOBiS 
ABACUS 200BIS 
ABAClSiOOBIS 
ABACUS ZOOB-tS 
ABACUS 300B IS 
ABACUS 200BI$ 
ABACUS iOOBkS 


r— rra«miiiTinii i> mu 



ABACU6 3D»>< 

T«3CO(LVtCD7 

LUaMM 

ABACusesan 

BQoee 

uizanw 

WACUSSQQBB 

uawT.Bwcs 


ABACUS ECCaHGSI 

klACW 

caod 

ABACUS 3cea It 

V3JM 

MbRORRlB 

ABACUS 3GeM 

vseoB 

WlUMNN 

ABACUS 3»7ACI 

v?ac7 

mzarini 


CSA3 

osra 

DSRS 

OSAS 

OSBS 


CeoridtntlBl Treatment 
Requested by Goldman Sachs 


“TTOT* 

koaoD 

■ fIftIVk 
100.00 
lSC .00 
loaoo 
loaoe 
100.00 
sa.2s 
100.00 


) 00 . 0 D 

>00.00 

>00.00 

100.00 

100.00 


TO.OO 

laoo 

>3.00 

IS.OO 

a.00 


taso 

30.00 

3 S.S 4 

saeo 

3 S»* 

>aM 
>0.30 
ILTS 
> 0.73 
1000 
>0.00 
tSOO 
«0 00 
3000 
> 0.00 


3000 
>0 lO 
>0.00 
•3-00 
3 S .30 


toooo 
100 00 
>00.00 
100.00 
>00.00 
■ 00.00 
>00.00 
•coco 
> 00.00 
100.00 
>00 JO 
100-00 
>00 00 
100 JO 
>00 JO 
>00 JO 
lOOJO 
10000 
>00.00 
100 JO 


>0000 

100.00 

100.00 

>»J 0 

lOOJO 


OnACB 

SO<« 

nucB 

SQM* 

fin««B 

V2t«S 

s>ai»i 

V 3 M 


inMB 

mm 

onwo* 

anam 

BOMB 

VtM( 

»Boe 

>«««t 

snMN 

« 9 t«a 

>u 4 «e 

Btim 

SMS 


*am 
«>aoi 
VI see 

VMB 

«VW 

VSM 

VMS 

VM» 

raw 

swe 

raw 

raw 

SWOB 


»sw 

MW 

raw 

raw 

sme 

6«QB 

vaw 

vm 

raw 

B9W 

raw 

vm 

a«Ds 

VMS 

raw 


VZIM 

mm 

mm 

anow 

B2BW 

BOOW 

BSOW 

lenw 

raow 

vtam 

mm 

V30W 

W30W 

amw 


iPW BtA> 4 a>tAHiiBm«>IAI W BW»l»^~ 


V3SW 

V10W 

V3BW 


B30W 

MOW 

iviw 


Tnai conwnr <( uw ww 

FAXTOR 

Tn«l COTVB9 c( 8W WBR 

WACHOVU secuRmes 

V»AC3<3VUSECUI«TC$ 
KOCHOLOBM. 
eeAR 97 £AIWSA 
IKB DCUfSCH 
BEAR STEARNS A 
&EUTSQ1EBAM 
UBEATYnAAV 
OEUTSCHE 
MEW BONO 5T 
COUMEA2BAN1U 
IKSOEt/TSCN 
IKBOEUTSCH 
NV COO DESK 
NTCOOOESR 
COO On* 


tMQW ■ OARENnEiUER 


)2/7W 

omw 

U>3« 

V3TiW 

V3TW 

tmm 

mm 

mm 

mm 

mm 

mm 


mm 

v>m 

vtm 

tnm 

wm 

v>m 

tnm 

vm 

vrm 

vim 

vim 

wm 

vim 

raw 

raw 

raw 

raw 

raw 

raw 

raw 

raw 

raw 

raw 


■oniw 

■tfllW 

iratw 

iraiw 

1V30W 

lOrtiW 

>v»W 

loniw 


MV COO DESK 

AM»> 

ACAUOUTU 
CNUR04 TAVERN 
OeUTSCxE AU 

RRMCrrON AM(0>T 

VANDERSaT 

Taw Con«Nqr« me w*M 


BWIItTOin 

lABtCraOHIt'MMWMI 

OmB S«ia« V9 (TCW) 

Tabi CraooRr •* v<* ww 

Iabi Cranny WM 
RABOBANK 

ALTIUS III WAREHOUSE 
CRCIXT SUiV 
DELAWARE 

ALTIUS Bl WARENCAISE 
DELAWARE 

ALTIUS M WAREHOUSE 

OECURATCN 

DELAWARE 

ALIUS II WAREHOUSE 

RWMCrrOH AMory 

CATAUOUMT 

DEUTSOTE BANK 

RRlNCrrOH AMwry 

ALTIUS III WAREKUSE 

CATAAtOUm 

UBS GLOBAL (LHC) 

CATAMOUNT 

UBS GLOBAL (Un 

WAREHOUSE 

CATAMOUNT 

UBS GLOBAL RM) 

CATAMOUNT 

DECLARATION 

UBS OLOBAL (UKt 

UBS GLOBAL (IRC) 

UBS OLCBAL 0/K) 

UBS OLOBAL (LflO 
ALADDIN CARITAL 
ALAOOIN 
ALAOOW 

T(UH Cravny M M WIN 
Tiwt ceirnny N M Win 
TrwM Craorar N n w«n 

DM Sjuan VO (TCW) 
KB OEUTSOI 
DM SOUWI VOfTCW; 
DM Snui V« fTCkV) 
Tnm Cracray B BN WM 
DM SquN* VH (TCW) 

T luB Cravray a) BN Wt« 
Tori Cranny N BN wm 


GS MBS 0000004276 


Permanent SubcommiMee on lnvesti2ations 


Wall Street & The Financial Crisis 
Report Footnote #1542 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00640 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




637 


Footnote Exhibits - Page 2895 


tb^tSafSboi-;; 


ASACUS ZOOS-li 
ABACUS 300e>15 
ABACUS SOCfrlS 
ABACUS 20e»-ii 


ABAOSiOOS-IS 
ABAO^ZaS-'S 
ABACUS SOOB-IS 
ABACUS 2006-15 
ABACUS 2006-15 
ABACUS 20064 
ABACUS 20066 
ABACUS20066 
A8MUS 20064 
ABACUS 20064 
ASAOS 20064 
ABACUS 20064 
ABACUS 20066 
ABAOS20D64 
ABACUS 20066 


ABACUSaOB* 


<4MICUS2006HOS! 
ABACUS 20S6W5 1 
ABACUS 2006MCSI 
ABACUS 2D06NaS1 
ABACUS I006HOS1 


ABACUS 2006>flS$l 
ABACUS SOOBMOSt 
ABACUS 2006^05 1 
ABACUS 2006»ffiSl 
ABACUS ZD06HOS1 
ABACUS 2006-MOSt 
ABACUS 2007-ACI 
<«ACUS 20O7-AC1 
ABACUS 2ee7-Aci 
UtolKFtntfnbUS 
wunt funme. U6. 
ADM U) FtnBng, US. 
MBuSUtFiAdr^UO. 
AttaiHF^nttna UO. 
ASM U) FiMMb U 0. 
Utta Ul FunAn^ IW. 
ABkaaiFurtfxQ. ua. 
ASui)HftniirB,ua. 
ASUs«lFin»>9. U6. 
AllkaHlFvnSn 9 ,ua 
ARtoniFtftfns. Ud 

An«mF(«ia(M).uo. 
AaWltfFurtfnB.ua 
AawwFtnanQ.ua 
AawaFundf^ua 
m» at FwWns. Ud. 
AiwsifwtfnQUO. 
AaiuiBFtaitfns.ua 
AaWHFtjnding.LHI 
AIMMFwdlrQ. Ua 
Aaw IK FurWinQ ua. 
Aawai Ftatfa^. ua. 
Aaw SI FtatfnQUa 
ABM at FunttiQ. LM. 
AaWWFtintfns.ua 
Aaw at FtrWQ ua 
Aaw ai Ftaw-Q ua 
AawwFiaWs. ua. 
AAW ai Funtfns. Ufl. 
A«W >11 FtaShlQ 1.11 
aaw HI FttnOSiQ M. 
AAW m FurwiQ ua. 
AlU fV FtaWnQ ua 
AewiVFtrtfriQ.ua 
AiABfVFiaidinQua. 
Abj nr FtaWQ. Lid. 
ABtf IV FiaWns. Ul 
AOWiVFtaitfnQUd. 
uwArFiaiaSQ.ua 
AtWATFiavaiQUa. 
Aaw AT Funtfns, LW. 


Adw If FifidViQ ua, 
Aaw nr FtatfnQ ua 
Aaw FV ftaiOAiQ ua 
AaajatvFunaQ.ua 


AnMficn Mininlna FtnSrQ 2007-1. U 
AMtnon AMmrana Ftn»« 2007. 1. Li 
A nOmon WtavAna Funtfng 2a07-i, u 
AnamanMaaTjiAi Fundng 2007-1. U 
AManon lAacar^ Funeing n07-i. u 
AnemenMaviM FtaiOirg 2007-1, «j 
AnaHa(niAazia>*i«Fta«kQ 2007-1. L 

AnowaoUananina Ftaidlno2007.S.u 
AnOBaen AMSonina FunaQ 2007-1, v. 
AnHnon lAaaanina FunaQ 2007-1. li 
A nOanen Utmnini FuntfrQ 2007-1. t 
AnaaoauaAwSnaFtwne 2007-1. u 
AMttfanUaaatana Ftaitfns 2007-1. u 
Andanon Maanina Funims 2007-1, t 
Andnsn UtnauiinA Ftaidtis 2907-1, U 

BreadtAck FtaidriQ ua 

Biaaotiai Ftaoro. Lie. 

SnutfaW Ftmdng. Lid. 

B raaduiea Funaig, Lid 


ConndcDtial Trcfttment 
Rcqnwsd by Goldman Sachs 


CSFn 

CSRi 

C5FB 


AI62 

At69 

AI6V 


ioa.00 

>0100 

100.00 

<00.00 

asito 


100.00 

100,00 

ieo.» 

lOOAB 

loaoo 
100.00 
100.00 
loaoo 
100.00 
too 00 
106.00 
10600 
69.73 
90.25 

leood 
10000 
1M.00 
100.00 
100 oo 
100.00 
- . 98.59 
10600 


<0600 

10080 

lOOOO 


10000 

100.00 

10000 


100.00 

lOOOO 

lOOOO 

IWOO 


100.00 

BI.AI 

<00.00 


saw 

loaoe 

100.00 

9000 

9031 

10600 


7250 

7250 

5009 

10600 

97.n 

100.09 

W5« 

9123 

97.?« 

95.50 

100.01 

92.30 


i7.se 

».oo 

21 . 1 $ 

2000 


2600 

1600 

23.00 


2500 

4662 

ILW 

aw 

99.00 

W.SO 

•7.50 

e7.so 


10.00 
1600 
• 1600 
2SO0 

15.00 

60.00 
<99.95 
<99 95 


10.00 

4500 

IBM 

20.00 

500 

12.50 

1600 

2000 

12.00 


50.00 

12.50 

3600 


waSBWiiTadrfCMaltflaiBiSCSa.-F 

0 ‘injilt uaw FVtftraWaai 


5600 

10O0 

3750 

55250 


KTCOOCESK 
Tnat CcanpdPF (A lha ww 
Tns Conwxf ai W Wait 
1 njB CsRwnir at dw Was 
Tiwl Cgmoanr el 0« Waal 


T not CeoowQ tf »a WW 
SEAfl STEARNS Asm Uantenara 
PFUNcrroH Ajwwrv 
CHURCH tAVCRH 
HBXiWVSlP/ 

PWKCETONAarisBry 
KBOEUTSCH 
KBETEUTSCK 
WB DEUTSCH 
FRMCrtON AOuBOAr 
WACHOVU S^RITIES 
OCBOEUTSCH 
g(B DEUTSCH 
9(B OEUTSCH 

BEAR STEAFMS AiMf ManaoMurt 
BEAR STEAMS AB« Uvuoanwi 
BEAR STEARNS Aaaoi ManaganiM 
BEAR STEARie AIM UinagBnn 
BEAR STEARNS Aa«B UinUMntnl 
CREOFT SUISSE 
SECURITV BENEFIT LIFE 
SECUnrv BENEFIT uFE 


BEAR STEARNS AIM AUrtaBaman. 
BEAR STEARNS Aaiw UanaoMnife 
MB DEUTSCH 
aCAWOMTLL 
KB DCUTSO< 


wutwdianwau 
CfBC. XL cs Ftaitf><o Bieta 
CtBC. XL as FiaitfQ Craw 

Aid uiiiAaMe 
NMMAtoVtfaBtm 
OBC, to. OS Furdrn 8>aJp 
ARAB BANKMO CORF 
. LB Sail 
NORTHERN ROCK 
TFO-AXOHCA 
(AlOHRCAO 

OVNAAIC CRENT PARTNERS 
ER5TE BANK 

WERRU lTN04/N(Ra COO 
NORTKElWftOOl 
nOVAA BANK W CanaOB (UK| 
AQZDRABAMC 

DTNAwic CREDIT Partners 

EVERGREEN 

MORTMERNROCX 

Fan OaMan FtiWQ |BMa> 

Utfip LRVFi ICaitwy hatf^ BaWi 

nCATHERNROCK 

RETAINED 


RETAINED 
LIBIA Catfiat 

CISC. A. as PtrWQ Oicw 
CISC, 16. as haioro Oroip 
CtfC. to. as Ftawns a<et<i 

ARAB BANKIN8 CORP. 

AXON CREOIT 

CHNA COMSTRUCtlON BANK 

INTCSA SANP 

AOrORAOArot 

CHINA CCnSTRUCTON BAMX 

FIRST COMMERCIAL BANK 

AOZORABANN 

BT FUNDS MO 

OENERAA MOTORS PEMSICH 

ALAOOtN CAPITAL 

RETAMEO 

YAJAAtOLlFE 

ALACOW CAFIIAI 

RETAINED 

TAUATOUFE 

CAPITAL INTERNATIONAL 

CAPITAL MTERNATlQNAl 

6IGER CAPITAL 

EIOERCAPTTAL 

EiaBR CAPITAL 

E«ER CAPITAL 

UABNA ASSET 

RETAMEO 

BENEFICIAL UFE 

RHAMED 

MCnETDRAM 

p<mco-usa 

PRPICETON AOWocr 

MONETORAU 

RETAINED 

OREWFOlF CAPITAL 

RHAMED 

CSCPBU) 

RETAINED 
mBIA CAPITAL 


GS MBS 0000004277 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00641 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



638 


Footnote Exhibits - Page 2896 




UV^mep' --'DmFmlN 

.'rfM.OiM> 

ASMHMISBNbATMHW.CtMMMBF.TTRiXEV'WTa.’l 

BmaMai FiMnti ue. 

BnaMek Fining. UA 

A2 

A2 

i&tU nei 

lOODO soils 

"TiSoT^ 

4n2« 

yiuoB BMismim 



BnaMdi Fwurg. U& 
SlMlMct Firaina LM. 
BteMatt FurAig. LtO. 
BniaMet Fun0(k LM. 
8>MMd> FiMnQ, UO. 


CWTMiTpfe 

CMarTpK 

C*mM>r7f« 

CaRM>7pie 


0*^ SMm Ftf4n( Vt. U0 
Otvk 9cn<* FiMKe VI. Ud. 
Ol^ 5wu« Vt. ltd. 

OM SquM Vi, ua 

0«vi» SouM 7trd^ Vl.Ud. 
Om Squ*<« Vi. UA 
OMS«uv»AunSineyi. UA 
CM S«uM VI, UA 

CM 9«ari 7«n«ig VI. UA 
0«M» iOM't VI. UA 


DM 94UW* 7t«Ak<9 VI. UA. 
0n« Muv* F<.ndt« V), UA 
DM Saw* finkig VI. UA 
DM S«an FiMto n UA 
OM SOUM VunM VI. UA 


OM Sqtan Fynang VI. UA 


OM Sui* Fyftfng VI. UA. 
OM Saw* FiMrg tn, UA. 
OM SowV* Fudrg VI. liA 


OM SAUVt fvant Vf. UA 
DM S«Mrt FkMo VI. VM. 
{}M Swau* Fundng Vi, UA. 
OM Sgutr* iHMtng VL UA 
OM S9AV« FtnAig VI, uA. 
OM 6iiu«n FunAng VI. UA 
DM SauBi* FtM^ VI, UA 
OM Sauwv FiMie VI. UA 
OM SauAI* FtMng VI. UA. 
OM 9 aui'> FvraSng VU. LiA 
OM S«i*>* FiMg VII. UA. 
OM Sm'A FlMlKg VA, UA. 
Civt* Squai* FunAing VO. UA. 
OxA SAUWt FtMng VA. UA. 
OM SAUAt FiMig Vn, UA. 
(Ml Smia FiMig VO, UA 
OM S«iA» F«MV) yti, LIA 
OM Svai* FiMg VO. ua 
OM Sw*/* FMing V», UA. 
OM Smi* FtMig \ni, UA. 
OM Smi* FiMig VII. LIA. 
OM SMn FtMig yii. liA. 
OM Squv* FiMng VII, LlA. 
OM Siai* Fufiing Wi. UA. 


ConfldentUI TreatmcBl 
Rci}ucslcd by Goldman Sachs 


tcoiop 

loaw 

ioej» 

103.00 

lOOJO 

lOOfiO 

men 


IOO.OC 
>00; 00 
moo 


IL23 

lASO 


Anan 

4/IMO 

Anam 
VTJAt 
*nSM 
tnvot 
tnuet 
U1M0 
iitaot 
4/1 am 
uiace 
4nae» 
«I2« 
4/iaic« 
wians 

4nM» 

Anam 

4/120 

4/l2«t 

*fion 

vm 

4112106 

AAaOB 

viio; 

ias«7 

U?M)7 

tmm 

tmm 

lOSAT 

i/aaoT 


ittam 

I/2W7 

iasi«7 

iiasan 

■/MAT 

I46A7 


lasm 

tosm 

■/2M>7 
t/2SA7 
i/tim 
t/ZMI7 
I/26A7 
l/aSAT 
(/26A7 
t/asnr 
U2SA7 
•«A7 
t/MAT 
1/2SA7 
l/7tA7 
l/aSAT 
l/SMT 
1/24A7 
yiCA7 
•AAAT 
iOltH . 
S/tMT 

lasfor 
aMT 
VI M« 
VIM6 
VI 006 
viOAe 
yiam 
vKm 
yicMM 
viem 
vMm 
ViOMA 
viQca 
vio«e 

VIOAA 

VIOAA 

via«6 

VI0A6 

viQiog 

V10A6 

yiOAA 

V1MA 

V'OAA 

yioa 

yiDoe 

VIIKS 

yiono 

V10A6 

yiaraa 


ii/ana 

»W7 
• </I7AI 
«/nA7 


li/M» 

tl/VW 

ii/voe 

>l«06 


snaw 
vn« 
Sflim 
viicg 
VI UM 

vivoa 
snvQS 
mzM 
sntAS 
VIWD6 
VMA6 
V1IA6 
vnS6 
y>i/» 
Vitos 
VI 106 

yiios 
VMAS 
Vitos 
VI IAS 
VIA06 

viioi 

Vitos 

amor 


V2M)7 

V2iOT 

V3W7 


S0M7 

VZM7 

2/2*07 

2007 

2007 

2007 

2007 

8007 

2007 

2007 

2007 


2007 

2007 

V2S07 

2007 

2007 

2007 

V2M7 


2007 

2007 

ao«7 

t007 

M»07 

2007 

2007 

VIVO? 

2007 

2007 

VIS07 

2007 


KBCFtwctai 
Outum bM Ia wnangn 
OSCFDUl 


BMOMI 

KGiMSineA 

Fen OMcn COO • voiAhnsA On 


FMHrfaitM 
PMonPart/wt 
cue t*CA Ciwa} 


AXOWOtEOIT 
BOSOM CAFll At 
RABCOAtn 
UK AO 

BASSON CAPITAL 
BAHKOf OtINA 
NSW BOND ST 
SOLEAITCAPITAt 
BAMCOPOANA 

OSASS 
OBM/lfM 
FAXTonsEcs 
MMVMOU 
iSOtUS CAPITAL 
MIfi CAPITAL 
STATS ST ItEET 
TCnwiN CAPtTAl 
wAO«vtA sEcmniES 

Omm^Sblank 
DUON READ 
E'TftADf 

oscp jHn 

tfiVESTIC BAM. 

RETAINED 

«VAO«VU SECURITIES 
ACAUOVtTLL 
CHURCHTAVERN 
CPU AOVtSEA 
OSCP (HI) 

IVY ASSET kAANAOEUEWT 
■sexECA Capital 
WACHOVIA SEClWTlES 
WA3MN0TDN SQUARE 
CPU ADVISER 
IAOROM STANlET 
RETAMED 

CmiSAMC (CaMADM PM) 

UOMOANSTANUT 

RETAINED 

MSlA CAPITAL 

SMI! Cm<M 

BUOFVttnOAl 

SarM*lO 

IAODMM'LRI 


VWW AA(»MnBM 


»3D0e OiMlnM* 


V3Q0S 

vaoos 

woa 


V2407 

V2S07 

V2407 

12MB 

yiKT 

itiMS 

l/2a07 

IV&OI 

VSOT 

IVSOI 

>2^0 

12/KK 

twos 

■2>va 

AflTOT 


lOS PitrcipM PivwMna 

vmwm 

SBMCMtl 

RBC 

A/^MNBv* 

RETAIHEO 

EwMim 

UBS PArefeM awnimtra 
HnlBcyCCO 


SMMMv P*nr«n 
RETAINED 
BNP PARIBAS 
HSSCBANIC 

SOOETE OENERALE (FOIC ci*<m 

BMORntndii 

AC CAPITAL 

ARAB BANKMO CORP. 

LAMDESBAM 

NORTHERN ROCK 

DEERFIElDCAPITAL 

EnCRCAP/TAl 

NATIOKAL M/STRAUA BANK 

NORTHERN ROCK 

REDWOOD TRUST 

ROTAL BANK tf CanxM (IPC) 

SECURITY BENEFIT LIFE 
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lOiiiwieata^aw- 




0M» Sqw* Fun»5| VU, uo. 
DM S«m Funang VB, ua. 
DM SauM FWiano VB. ua 
DM S^on FtM^ VB. Ui 

DM S«m Fw^ vs. IH. 
DM Svm Fovng vo. ua. 
DM Soon Funtftig VB, Ufl. 
OM Sgum hMnt 
DM Squm Ftnarv V8, ua 
DM Sqian FiMirg VO. UO. 
(Mb Sauri FgnM vo. U& 
OM Ssart FiMng VB, Lie. 
OMSaiMFunMVii.ua. 
DM SoM F«nir<9 M. ua 
OMSaumFunMVO.ua 
OM Soum FunM Vii. ua 
Fen OMm FunM. Ul 
Fen OMsn FinM ue. 

FtA DMian Fi#M. ua 


Fen Ominn FiM^. ua 
Fen OMan FunM ua 
Fen OMon FtffM. ua 
Fan Omwn FiMa. UO. 
Fen OMon FiroiQ. ua 
Fen Oenttan FuMl ua 
Fen Oenbon Funane. Lta 
Fen DMon FunM- Ua 
Fen OMon FunM- ^'0. 
FoAkalFieMkLtt 
Fertka I FinM ua 
FeniM i FtfML ua 
Fenw i Furrtno. ltd 
FeMuttFunM.ua 
FoMutiFunMUe. 
Feniue l FunM. ua 
fanto I FtnM ua 
FeMueiFttiMua 
Fenka l FunM. Ua 
FeMueiFuntMua 
Fi)Mui)F«Mra,ue. 
Fen«i»tFtnM,U0. 
FertM I FmM Ue. 
Fenka ) Fundna Ue, 
FenkaiFinMlta 
Fo<a(iiFtfM.ue. 
Fenk«iFunM.(.<a 
FeRkNBFurM-Ua 

FonkaaFunM.ua 
Fenka « FunM. H0. 
FonkaBFitiMM- 
Fenka a fHmM. lm- 
FeiUM e FunM kM. 
FankaeFwM-Ua 
Fcutka « FMna ua. 
Fenka k Fu<M. ua 
Fenka i FwiM. Ud. 
f enka N FunM. k.M. 
Fenka u Fi»M- ua 
FenkaaFunMua 
Fenka a FoiM. ua 
FenkaRFiaiM.ua 
Fenui fl FunM ua. 
Fenka UFironaua 
FeMuaRFia<Mua 
Fenka a FunOM ua 
Fenka DFwiMUa. 
FenkaaFuiMua 
Fenka u FunM ua 
Fenka u FunM ua 
Ftnka It FiaiM U« 


osc *8s FMxa nea-iB. ua 

OSC kM FwM JODait. Lia 

asc MS FunM 2aDa-io.<ia. 
OSCksSF.aMaooa'ia ua. 
OSC ASS FiaMsw-ia ua. 
OSC AM FtfM nw-io. ua. 
OSC ASS Fta<M SOOO-So. AW 
OSC AM FtfiM Moa-se. ua. 
osc MS FbM MBSOg. ua. 
OSC AS5 FwM noosg. ua. 
OSC ABS FmM iOOS-Sg. ua 
DSC ASS FunM KKaig. Lie. 
osc ASS F«aM »t»-39. in. 
OSC ASS FunM noe-3g, ua. 
osc ASS FunM Fooe-Sg. lie. 
OSC ASSFunM »»-)a tia 
OSC ABS Fia<M 200e-3e. Lia. 
osc AM FurM Moa-ls. UO’ 
osc AM FunM aoeosg IW. 
osc ACS FiaiM 2008^ IW. 
MC ABS FirM a00e>)B. 1^- 
oscA8SFunM20oe-i9.ua 
osc ASS Fundre SBOSlg in 
OSC AM FunM 2D0t.3e. lUL 
HeuBav200t-iua 
HouiBar2Coei ua 
HM Bey2i>oe-> ua 
Hem Bay 2006-1 ua 
HM8ey20(»iua 
Haul Sty 2006-1 ua 
Heu Bey 200S-I ua 
HeUBey2D06-ilia 
.Hou Bey 2006-1 Ue. 
HoiABeyTDOS-lua 
Mcu Bey 20061 ua 
Hem Bey 2006) ua 
new Bey 20061 lie. 

Haul Bey 20061 ua 
nBae«yaoD 6 iue. 
new Bey 2006 1 ua. 

MeUBiy 200611(0. 


ConOdenttil Treattneat 
Requested tty Goldman Sachs 


Clatn 
ineenwNetea 
inceme Neie* 


(DOM 

1(040 

10000 

100.00 

iQo.oe 

00.00 

1040 

in.w 

!«.» 

n.TB 

1000 


>oo.» 

>00.00 

i 0 .n 

<00.0 

t«.oo 


100.0 

10 « 

10.0 

100 


IMSlbl 

now 

iSlW tuaiH 

00 l</3« 

110 >1006 

ISM liniDB 


lltsw 

iina «6 

lusm 

11 AM 

ti/atw 

2 WD 1 

1I/3M 

noM 

»/M 6 

tttann 

uieioi 

I'tonr 

uiony 

uifi«7 


0.0 

64.0 

IBM 

110 


110 

100 

IS 0 


10.0 

100 

■00 

100 


100 

100 

10.0 

110 


W 0 

00 

UB 

m> 

10.0 


100 
n.t2 
« 2.0 
97 0 


100 

n.» 

n.n 

10.0 

10.0 

»7,JS. 

9 T.U 


S$M 

12.0 

100 


I'tOIOl 

MIMl 

UlOOr 

iitony 

l/ICffl 

wieoi 


yiOM 

2«0B 

2«oa 

2 «M 

2 <WDe 

MM 


2«06 

a«w 

JtlSM 

61 1706 


staoT 

mm 

ii/3M 

waenn 

3 nm 

IITMK 
tiTsm 
ll/SM 
itTsm 
tViBM 
1726707 
. lUlM 
ll/SM 
ilOM 
1173706 


>l<?47e* 
ll/BM 
• I73«6 
•ityoB 
yia «7 
yam 

IVT706 


677707 

■OTVOF 

10007 

'27BM 

1278706 

1277/0 

127T7W 

12/7tM 

172607 

I7W07 

271707 

4712AI7 

WOT 

'Vint 

'Vine 

1271 iM 

IZ77M 

<27770 

V170 

V170 


173070 

WM 

VlBM 

172«70 

17)170 

672lffi 

SI2S70T 

vaoTOT 

iTxm 

MWM 


"Tssar 

127SM 

I27SM 


127570 

I2W» 

■27SM 

127570 

IZIMS 

«275M 

272)07 

I27SM 

127SM 

12«0 

a 7 i ««7 

27107 

2714707 

3714707 

271407 

27107 

27IS7R 

27107 

271407 

ifl 4 m 

2714707 

2714707 

2714707 


VMS 

MM 

MW 

WW 


VI6M 

V6« 

772170 

>27770 

ttnm 

VT 0 

639707 

Wine 

>07107 

ymr 

<27706 
<27706 
’ 127709 
I277M 
wot 
1272209 
4/407 

wot 
wot 
wot 
wot 
wot ■ 
wot 
wot 

127770 

tV709 

>27709 

MOOT 

wot 

I/IS07 
>1407 
173907 
1/3507 
173 V07 
610 B 7 
1071607 
IQ7II07 
I/I6Q7 
1/1907 
1/1907 ■ 
1/1907 
171 9W 
1/1107 
>/tK>7 
271207 
4/1607 
61407 

moor 

1/1907 

1/1M7 

1/1907 

1/1607 

1/1607 

57309 

57206 

5/209 

57306 

V306 

yiso 9 

5733M 

50509 

I/M9 


57270 

yaw 

57209 

57201 


m 


■SEWSKRT" 

FORTS seannics 

XOCHGLOBM. 

*ORTM£AH NOCX 
RETAINS 
KOOkSLOBAl 
NORTMERNROCX 

retaimeo 

ROTAL BANC dcmatfiixj 

BANC OF PAMSNN 

HORTMEIWROCIC 

REDWOOD TfOST 

RETAMED 

LOEWS CORP 

Lee«t Ceoa'inan 

RCTainEO 

RETAWBl 

CiK(ACAC7MB) 

UMAO 

N4aeMlAuBnytS6* 

RRBlCETONAaneoiy 

WEIBSPECX/Rttoee 

OFPeNHE04En 

OPPE*WE8AEn 

RETAtt^ 

WESS PECK/RiO«» 

SuacffTT) 

BeoaCe^a 

RETAWW 

RPAMai 

Hype RE Hi TRS nOi OeoniTi 60 eradi onMeiian Tiem A 

fena e w em ie ns 

WiOwiB Seeuioa 

A/^euwiBtna 


Pnnceaai /utneefy Sm» 
UBS PiPcipM i wmiu e eWi 
FMIe fnuMSiam 
OvOt Ttuant 


COO Wa««Me (Dun Fen DefiiBn CO^ 

KKlW> 

D|F<eMrC<tdk PtTinea 
new Bey COO ■ CDS eeWitM 
CI9C FtaiM • ciFO C>eaa 
0$ FIMAf/CWl 
WOWETORAM 
OPPCNiEIMn 
HETAINEO 

OTttAkeC CCEDII P4«MERS 

UONEVaRAM 

RETA/74ED 

CATHAY (MTED 

LTMOlDBAl 

ANaiOmSlt 

COUUEREBiWK 

Fen WMicn FwM 1*40) 

WARMER BODCE 
5467(1 IMl (Biaa COO 0«6u>tf> 
DVMAkllC CRCOn PARTNERS 
U6fB Lyncn (Bern CO^ Qaiawey} 
ttvu eoR»6N e< oa Wen 
uBS SlOBAi (iK) 

AUDOM CAPTTAl 
WARMER BRIOOE 
T/us CemaaTN a m wtR 
UBS ClOBAl (UK) 

UBS aiDBAl ^flC) 

A7«666i Oeteui 5)uio CcMieiii 
DSiUI Saw Cen>»76> ■ OS COO 
CWET74E CAFTTAl 
AC CAPO Al 

HATCNAl AUSTRALIA BANK 
itATlONAL AUSTRAUA BANK 
NOR0EABA7« 

CAPITAL MTERNAnOHAl 
CAPITAL onEHNAnONAL 
SMBC 

AOZOR* Bank 

ROYAL 8AMK 6 Cemda rUK) 

Sa.E»/T CAPITAL 
RETAMED 
SOLEATT UPrTTiL 
Tme) Comea<Y 6 Ow wet) 

Tnai Cwneeny M 0* Wen 
WILLS FARGO 
WESTLS 
RETAMED 


VAMCIER8I.T 
OSCP (1U) 

LOEWS CORP 
RCTAMEO 

Ri0ee7« tna T7CS wtR OoHnwn cna mdi enwcilan loTK 
OS Fmdro Qieue/OS IM Cradl R)6k 
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H0u)itT>^*IA 
Hey)SnJ006-<ua 
HMSayZOOCkiUa. 
HMBtyJOOB-lUa 
Het4Bty9DCS-1Ua 

Hem Btrsoo-i 

HiavtM^finAFijnaigZm'l. LM. 
MudMnMghCwli rundne sao»-f. Ut 
HkiOHn HgnOM F«M>« lODt-l, IW. 
Huant Kl^ Oodi FuRfeiB SHS- V Ud. 
Huam Kilpamai rwctoa iooe-i. u& 
»MMn Sia* (Hrttig 2C(*-<. uo. 
Muaun H(p Oft* r<ning aOO»- 1 . UO. 
H>JMn Mgn QM ftn»v «*■ *. I'd. 
HttMn MV* Onoi FtfOna no*' I . uo. 
HuHtenK^Ondi Fining zn»). UO. 
MumnHBhOnflifM'MangSBOH.U^ 
HiOMn Hlel) Cndi Funding 200e-). Ufl. 
tiuannHignO>aai Fining zx»i. ui. 
HuttBA KM Oodi Firaino ises- 1 , ts>. 
KuOHnllgn Onw Fining SOS- 1. UO. 
Hii0Mn 14^ Oran Ftudng SOS- >. US. 
iwncn ngn bad* Fundng nss- 1 . ua 
>«j«Hn>V>OiMi Fining 2(CS-i. US. 
Hu^ HM Oraa Fin»eSI»t. US. 
Kaaon K^ Sndi FUldng SOS- 1 . US. 
nnw Hgn oiMt Fuiii/g SOS 1 , uo. 
Hudson >4(H On* Fining SCSI. uo. 
Hu*sn >4g)i On* Fining SOS 1 , Ud. 
Hu*onHi(riGra*FuM*igSO»-I.U3. 
Kwaon IMinrtno Fun*ig SOS < , US. 
liAHR UMzwino FiMKg SOS t , US. 
Hudson Monsrsit Funding SOSI, LW. 
MdionWsnininsFvidng 200SI, Ud. 
»«dB«n UoiarSa Fining SOSt.US 


lIsMnyizianino Fifittig SOS'. ' 
Hinson Muivint FinUng SCSI. 
Hudson Udiodno Fundng SOSV 
MudHn Monsnlw FisMKg SOS I , 
nsaon a«us(*<« Fw*ng SOSI, 
nraMn Uuufdno AsidKg SOS I , 
>«A9> Mumns Furatng sesi. 
KuOan IMiiada Fun*g SOS I . 
rlAon Uouirino Kndng SOS ’ . 
KuMon UinoiWd Funding SOSI . 
KiAMn UtUinM Fin»g SOSI. 
KudMn UsiMrM FtfWg SOSI , 
HuUsn IMnsrtnO FmSig SOSI. 
HuMon MUUnin* FisnOng SOS I . 
KtldMn MSBV** FlS<*ig SOSI , 
Hudson Uouaun* Fiin*ig SOS I . 
Mudien Mutnins Fwiang SOS I. 
Hudson MoiwM FisdSg SOSl. 
Hudscn UsztMa FiMg SOSI . 
Hudson litousnn FmSHg SOSI. 


iadaong.ud. 

iacnson^UO. 

leotteng.us. 

{nnsni4i.M. 

Confldcntiai Treatment 
Requested by Goldman Sachs 


Hudson Uozunint Funeing SCSI. Lid. 
i««s* MoznNns Ftn»g SOSI, U<L 
Kidsen UosBvitni Fining SOS I , UO. 
ItMson UdOinSd FiKlg SOSI. US. 
nctwn MozarOns FunOtogSOSI. Ud. 
Hudsn UsiuHhs FundSgSOSI. LIO. 
Hudun Mznnini FioiOng SOSI. tlO. 
Hudtan Utuarino FiMng SOSI. UO. 
Hudson UsnifSo FundHg SOSI. Ud. 
l^dsontOsmnino Findng SOSI, LW. 
Hudson UsBMno FuraSgSOS). DO. 
Hudsen UuxwMi Fining SOSI. Ud 
Hudson ususnM FiMng SOS I . Ud. 
Hudson Uiiiontni Fun*g SOS I . Ud. 
Hudsm Ueszsnins FiMKg SOS I . Ud. 
Hudson MtHiHnt FiMng 200S I . Ud 
Hislsenusizsnlid Fining SCSI. Ud. 


iWtton Mas tsrM Fundog SOS I , Ud 
HuMnUdiUtiM Fundng SOSI, Ud 
HuddSO USIMM Fwidng SOS I. Ud. 
Hudson UsBsnfen FunAg FOOS I . US. 
Hidsdn UoutnM FiMHg SOSI. Ud. 


Ud. 


Hudson Usizwint FirgHg S0S2. Ud 
Hudson UBzztrmt Funoig IDOSi. utf 
Huosen Usmnla FinWg sosz. Ud 

Hudson Uo»|Ni» Funmg S0S2.ua 
HttHon MsnsHns FundHg SOS?. Lid. 
Hudson Uouinlns Fundtrg SOS?. Ud 
Hudson MsasrSo Funag ZOOS?, Ud 
Hudun unuanira Fundsg ZOOS?, ud 
KMcn uozaHns FmiHg ZOOSZ, Ud. 
Hudson UonsHno Firdig ZOOSZ. Ud 
Nu«an UdOKiino FiM>g ZOOSZ. Ud. 
Hu*<n uszurtnt Fining ZOOSZ, Ud 
Hudson Usmnlns Funding ZDOSZ. Ud. 
Fkidson ustzaHr* Fmsg ZOOSZ. ud. 
KMSon Udzzsnn F inang ZOOSZ. Ud 
Hudun MnsHr* FmSrg ZOOSZ. Ud. 
HuOsanSMnanins Fining ZOOSZ. Ud. 
Hudson Mdnsnrt Funong ZOOSa Ud. 


n.n 

S.S 

i«.S 


sao 

iw.n 

iWW 

i«.S 


I0.» 

I0.W 

10.W 


I0.S 

l».« 

sw 

IdOO 


s.» 

2« W 
IZ.W 


10.W 

«d« 

Ids 

ID.S 


UBSMndidllra 

FanOanisonCOD 

FtetMHEO 

OrnsnSc Cradt Fsrawra 


SdsFlMMSi 


OyWNe CradI Fsitnon 
iNGCtoW 

Tnoi convpsrg St ins W«d 

CKNAUIMSHM 

CagreigtoflNS 

OSFEFMEUiZFI 

Tnsl ConpHwgtMWSai 

VAFiOERBILT 

OBgrauoMiiHG 

OSHS SSFSiraVHfTCwa 

OIUONREAO 

Fen Oanissn RMig {BiM] 

Uon« lynch (Basis OsW)*)^ 
KrtAWED 

Asesn FUorgs (TMn PWM) 


RETAINCO 

GdiaiS Ssop CdUwM • SS COO 
HM BayOotsiA SoogCoisurai 
HU Bay OsisuR Swso CoiihKti 
UBU Cates 
0«FFICHTAVEfM 

OTCRCVP AlTERMAZr/E IMVESTUENtS 
FASensFAuiOatsBsnt: 

PflINCETON AdHsray 

nttWOODTF8.lST 

OSC OSZg Ostsuii Slop Ceesieisi 

UBS AO 

CHURCH TAVERN 
FAZTORSECS 
KOCHSIOBAL 
PRINCETON AOrfMiy 
FICTaINEO 

SECUMTVBENEFFTUFE 
SOlENT CAPiTAl 
Tiun Catpmy e< Ora wm 
Tivn Congmi el no west 

VANDCFBUlT 

coHwenzBAMx 
tIUON READ 
CSC OS* 

PAINCET&N Asnsoiy 
FtflAINCO 
FORTH BANK 
ORErwOLFCAPHAi. 

OSCPINJ) 

BSCP (NJ) 
lJUS FMAMCE 
MAFKNER BRIDGE 
RETAMEO 

OTNAAUC CREDIT PARTNfRS 
RETAINED 

Tmsi Can«ony ol e« Wtsi 

Ben I fia~i Tiedig (Doss 

BEAR STEARNS AAeR UeragwhOH 

cnowAi 

ollonread 

oamvoiF CAPnAi 

mariner sec 

SAlOlOt SMITH BARNET (8SAM ON9 Tie*) 

Ta* CenWT of Sd Wen 

Ms* SMpCMISMiSI - OSCOO 

Dsieui Bow CaeswSF - 0$ COO 

Hu BsrOdMi Snip Csdsisnd 

HU Bay (Mae S«eo Cetsisisi 

Heu Bey DtiBR Snu CdUtiW 

HU Bsy DMM Snp Cetolaral 

HUDSON NCOEF SWAP COll. 

uBiACeteAi 

RCIAINtO 

Morgan SlanWy R>ee 

RASOBAM 

RFiniNtO 

CHUftOy TAVERN 

RASOSamC 

CiayRCH TAVERN 

INC IWV MOM 

RHainED 

DU.IONREAO 

DIVERSEPORT 

RETAINED 

Fsn Daniscri Fundag (Bole) 

RETAINED 

lUOFFSMOFTE 

RETAINED 

COLOHIAl 

HI OFFSHORE 

PROF>HETCAR 

RETawEO 

AiadfeonMMSwe Cesus'Bi 
cwls* smo CsBlItrSI - OS coo 
KOCH CLOBAt. 

PRMCETONAdtUiy 
RETainCO 
OEOARATlW 
INVESTEC 
JP MORQAN 
XOCn ClOBAL 
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l.sc^Mno.ua^ 

(.MhwQ.ua. 
ucnunaud 
iwaang,ua 
UXftHhQUa 
uanon^Lui. 
iwiMnQ.ua. 
taetMnQ,U& 
tachscne. ua. 
tecnMnQ,ua. 

UctoonQUO. 

LWaer^UO. 

Pam nuuM Ft«<ane ncfi. ua. 
Pflim PWsM Ftoang S007-(. IM. 
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From: 

Sent: 

To: 

Subject: 


Sparks, Daniel L 

Tuesday, October 17. 20C» 10:48 PM 
Montag, Tom 
Re: 3 things 


Stacy and tom c co-ran it (stacy more irp and tom more struct. prod! - there was some 
tension between the 2 . Stfhen tom was moved there was some concern as stacy had not been 
involved in the past. She has really done well. 

Josh should be the one on the bubble for us and he has had a rough couple as months. But 
he has handled it very well and is a key person for our franchise. I don't think those 2 
months should confuse his value to the firm. He will make us a bunch of money. I may be 
able to manage through it if he does not make it, but he is so focused on it, he is well 
known to hedge funds and competitors, and I'd rather not take the risk. 


Original Message 

From: Montag, Tom 
To: Sparks, Daniel L 
Sent: Tue Oct 17 22:28:05 2006 
Subject: Re; 3 things 

Thanks 

Yours is a critical business for the future and we want the top guys engaged and satisfued 
so let's make sure we do that. Thought some room in there so let’s see what u can do. 

Who had jovb before stacy and what is she up to 

Josh slipped a bit with the abx position etc. Is that inappropriate 
Tom 


Original Message -- 

From: Sparks, Daniel L 
To: Montag, Tom; Sherwood, Michael S 
Sent: Wed Oct 18 10:09:48 2006 
Subject: 3 things 


1. Comp today - I understand that the department increase is not consitent with that of 
other departments in relation to revenue growth. I also got the point that we were 
probably Increasing some of cur mid-level people by more than necessary and I'm adjusting 
that. The things I am struggling with are that the structured products business is growing 
and up a fair amount (should be mld-20s), and that when we went through our more senior 
people, there seemed to be general agreement that the numbers were appropriate. However, 
when we knock $X million off, that group will be the ones to absorb most of the burden. 
We'll do our best with your guidance. 

2. Josh for EMO - he is an extraordinary comraerciai talent and a key franchise driver. 

Josh has reported to me for just this year, but I have been very impressed with hia 
maturity, teamwork and leadership - the areas of question in the past. He is a great 
trading talent, product innovator and he is driving our US property derivatives. I thought 
he cross-ruffed around 41, and I know there are other considerations. But he is a guy 
worth considering adding another spot for. 

3. Stacy - she has recently taken over managing the sales group for structured products 
and I just wanted you to know that she is doing a very good job. 
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From: Ruzika, Richard 

Sent: Monday, February 05, 2007 12.-00 PM 

To: Cohn, Gary 

Subject: RE; Are you living Morgatages? 


Yes - keep in mind il is just two months -• Y<xi asked me to be patient until Jon was moved to the bank before stuping 
in. in some respects this is trickier than if we were beginning to build the business from scratch. The txrsiness is 
unfortunately being overshadowed by our ABX position and our sub prime exposure, so it feels bad right now. Yoi know 
and I know ^is position was allovi/ed to get too big - for tire liquidity in the market, our infrastructure, and the ability of our 
traders. That statement would be the same even If we had gotten the market direction correct -- although the vultures 
wouldn't be circling. You also know that we probably vrould have gotten tire position correct had I been involved a year 
ago •' i probably would have gotten short to protect our warehouse and general hedge against the business given our 
outlook in the space. None of that matters now -we are where we are so i am sure you only care about what am I doing 
to get the business contained and then in position to grow. 

In a nutshell; 

First and foremost I am si^porting Dan and his guys. There is a long way to go wlh all of them, they aren't and weren't 
equipped to handle the market. I am going to get them tiiere or upgrade them - we are going to hire to help Oan. 

We are building out a ri^ platform -- Margaret Holen was my strat - now she will be moved to fill Jay Dweck leaving. 
Weinstein will come over but there will be an obvious transition period. 

I have a working mode! of the risk program vi,hich we are using for our sub prime risk - the first that they've had. 

I am moving CLOs to Credit. 

Senderra - Brad Bradley - we will build out our origination platform with this group and will do so as prices c^tinue to 
fail. 


I could have answered your question with a simple Yes •• there's more to list but you get the picture... ! also am 
leveraging Tom arxJ his experience in this space. Sal with him Friday night to take him through the platform and game 
p!^. -- 1 don’t want to be short -- 1 want to neutralize the risk and shed our basis risk. 


Fram: Cohn, Cary (EO 85630) 

S«nt: Morxtav, PebniarY OS, 2007 8:22 AM 

To; Ruzika, RJehan} 

Subject: Are you living Morgatages? 
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From: Montag, Tom 

Sent: Thursday, December 07. 2006 10:10 PM 

To: Viniar, David 

Sub|ect; BE; 

x-gs-c(assificaUon; Internal-GS 


on with sparks now--makes me mad because they should have kept doing it ugh 


From: Viniar, David 

Sent: Thursday, December 07, 2006 PM 

To: Montag, Tom 

Subject: RE: 

( agree. SparHs is now doing a good job ol communicating on position. 


From: Montag, Tom 

Sent; Thursday, December 07, 2006 9:30 PM 

To: Viniar, David 

Subject: 

on ABX having numerous conversations-i dont think we should panic out but we certainly didnt do 
good job of keeping pressure on 
anything you want or need 
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From: Montag, Twn 

Sent: Thursday, August 23. 2007 3;53 

To: Sparks, Daniel L 

Subject; RE; Current Outstanding Notionat in SN ames 


so if 1 make you sell a whopping 800 out of 3 billion whk^ is less than 30% how can anyone complain-the 
position is huge and outsized 


From: Sparte, IDaniet L 

S«nt: Thursday, AuguA 23, 2007 3:51 PM 

To: Montag, Tom 

Subject: RE: Curr&it Outstanding Notional in ^ ames 

That’s why we say we are short (long protection) about $309 single names - the correlation is very high 


From: Montag, Tom 

Sent; Thursday, August 23, 2007 3:45 PM 

To: C^niel L 

Subject: HE: Current Outstanding Notional In SN ames 

if you take the 13 out of each side its 
11 .8 by 8.8 which Is 3 billion long 

what does the 1 1 .8 in theory hedge or part of it that net leaves us In reality short 


From: Sparks, Oanief l 

Sent; Thitfsday, August 23, 2007 3:42 PM 

To: Montag, Tom 

Subject: Current Outstanding Nc»}cmal in SN ames 

Meaning the 10 we spoke about - exact cusip long and short, but at different running premiums that creates 10 


From; Montag, Tom 

Sent: Thursday, August 23, 2007 3:39 PM 

To: Sparks, Daniel L 

Subject: R£: Current Outstandir^ Notional <fl ^ ames 

what does explicitly mean? 1 3bb by 1 3bb offset-whal does that mean 


From: SpariQ, Daniel i. 

Sent: Thursday, August 23, 2007 3:37 PM 

To: Morttag, Tom; Mullen, Donald 

Cc: Swenson, Michael; L^man, Oauid A.; Slmbautn, Josh 

Subject: R£: Current Outstanding Notional in SN ames 

All synthetics 

Positions are in terms of protection (so negative means long ri^, positive means short risk) 

130B by 1 3BB explicitly offset (Josh mentioned in out meeting) 

Rest are comparable, but try to buy protection on worse deals vs writing protection on belter deals 


Montag, Tom 

Thursday, August 23, 2007 3:29 PM 
Sparks, Daniel L; Mullen, Donald 
Swenson, Michael; Lehman, David A.; Bimbaum, Josh 
RE; Current Outstanding Notional in SN ames 
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what are the longs? are these compai^^? are these all synthetics ? 


From: Sparta, Daniel t 

Sent: Thursday, August 23, 2007 3: lO m 

To: Mullen, Donald; Montag, Tom 

Cc: Swenson, Michael; L^mart, DavKS A.; Kn^um, 3osh 

Subject: FW: Otrr^ Outstanding NoOonai in SN ames 


Per your earlier question alxxit si)solute longs and shorts in single names: 


Notional Lot^ Notional Short # of cusips 
A 3,686,600,000 •2,337,750,000 385 

BBS 10,419,693,103 -8.753.543.403 703 

8BB- 10,767.733,239 -8.877.635.250 638 
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From: Silva, Ralph 

Sent: Tuesday, November 13. 2007 7:30 PM 

To: Broderick. Craig; Smith, Sarah; B^hel, Uz; Berry, Robert; Lee, Brian-J (FI Contrcrflers); 

Holloway, Mark W 
Cc: Josselyn, Kenneth 

Subfect: Trilateral Commission Document 


Attachments: Tri-Lateral Combined Comments 11 13 a307.doG 


I am attaching builet points for tomorrow's meeting, incorpwating otwnments from each of you. i won't attempt to coliect 
additional input or distribute additional drafts, if you'd like to amend your points, please do so in the document and carry 
your own ctw to tomorrow's meeting. Please note below tiie remaining holes in our script, together vwlh my suggestions 
cm addressing them. 

Page 3, A. 2., the second bullet - Brian, please note weVe assigned this one to you, with bullets provided by Sarah 

Page 8, #6, second buiiet(How will your business strategy or model change as a result of this experience or because of 
c^her business concerns you see going forward?) - we have no ansvier in the script, but could Sarah or Craig reiterate 
that we won't be making big (Ganges? 

P. 17- 18 D1 -5 -Craig, you'll be covering ail credit questions except as noted 

P. 20 - #2, bullets 2-3 - ABCP backstops, and capital & earnings volatility - Uz. for continuity, are you comfortable taking 
these 2? 

P. 21 , # 5 - re: granularity of risk - Craig & Rcrtjert, can you comment on this one? 

P, 21 , #6 - acxxMjnting and disclosures - Sarah and Brian to commerU. 



Tri-Lat«al 
vnUrted Comm&Tts 


This message may cental inforTTiaslon thai Is confidemlal cr praprtetary. If you are not the Imendad raei^ent, please advise d^e sender Immediaety and dateie 
this message and any anachments. Follow this link for further infcmaiicn on confidentWity and the risks Inherent In electreftic oonvnunloalicn: 
httDy/wvrwa.aofti/digclaimeryeiTisil/ 
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This note outlines a preliminary ejq)loration of the strengths and weaknesses of 
financial institution risk management practices reveled by the recent market turmoil. It is 
too early to draw definitive conclusions abcmt banks’ and investment banks’ risk 
management practices, as the sufficiency of their liquidity and capital buffers can be judged 
only after the current episode has run its course. Nonetheless, it is not too soon for firms 
and supervisors to begin thinking about is^es that may warrant exploration in the coming 
months. The broad questions we wish to address can be framed as the following: 

1. In senior management’s opinion, what worked well, what did not work well In 
terms of the firm's overall risk management during the recent period? 

2. What changes are firms making to their processes or practices as a result? 

3. How well did stress tests and limits perform as measures and mitigators of risk, 
respectively? Did internal processes estimate the nature and scale of any losses 
appropriately? 

4. How effective were internal reporting mechanisms in identifying and 
highlighting key drivers of risk and losses? 

5. How effective were hedging strategies in responding to rapidly changing 
conditions? To what extent did the firm’s planning contemplate both the scale 
and speed at which liquidity conditions deteriorated? 

6. How effective were firms in identifying both direct and indirect exposures 
(whether or not involving contractual obligations) to other sources of risk and 
potential concentrations of risk, including exposures to structured Investment 
vehicles, alternative investments, or mutual funds, among others? 

The discussions with firms will cover five areas of interest: 

A. Senior Management Oversight 

B. Liquidity iUsk Management 

C Market Risk Management 

D. Credit Risk Management 

£. Economic and Regulatory Capital and Related Issues 

While the questions below are organized by risk category for practical reasons, 
supervisors expect firms to manage risks in an integrated manner across businesses and risk 
dimensions, As such, we intend to form observations about risk management practices, 
including the quality of stress testing and scenario analysis, on a corporate<wide basis. The 
supervisors will share among the participating Agencies their understanding of firms’ risk 
managing practices. Each of the Agencies will be reminded that information shared during 
these discussions will be treated as confidential supervisory information. 
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1 On balance, GS’ risk management policies and procedures have worked well 
throughout the year, and, in partioilar, over the past several months; a we had more 
than adequate fimding, b our risk models served as effective means of identifying 
and quantifying exposures and c our price verification procedures helped us identify 
issues early so we could act accordingly. 

2 The recent turbulent markets have caused us to re-thirdc some of our methods for 
quantifying exposures - however, none of the changes represents a material deviation 
from current practice. Today we’ll discuss some of those changes. 

3 We first observed disturbing trends in the performance of sub prime debt in late 
December, early January and b^an marking down positions at that time. As a result, 
we became concerned about our long exposure and acted quickly in a number of 
ways, including putting hedges in place. We followed these trends closely and 
continued to mark down sub prime positions throughout 2007, As it turned out this 
time period represented a narrow window of opportunity to create effective hedges 
and as a result we were able to maintain a short throughout the year. 

4 The press and others have discussed an anticipated Q4 write-down for GS. Our 
remaining long sub prime exposure totals $695 million, inclusive of whole loans and 
CDO positions. However, we’re net short - as we have been throughout 2007. 
Accordingly, we have nothing to write down. 

5 We supplemented our risk reporting packages as necessary and discussed our 
mortgage book at every Risk Committee meeting throughout the year. We’ve made 
several presentations to the Board regarding mortgage exposures and will make 
another tomorrow. 

6 In summary, the process by which we mark al! our positions to market on a daily basis 
- and the process for an independent verification of those prices - are quite simply the 
key to our risk management processes. 
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A,, J 


1. Risk Appetite 

o Did the effects of recent market txahulence on your key measures of risk and 
performance (e g., proftt/loss, firm-wide liquidity levels, capital buffers, etc.) 
fail within the Board’s and senior management’s stated policies for risk? Please 
describe any material differences with previously existing policy, limits, etc. 

CBroderick 

— with some exceptions, general answer is that we did not end up with positions that 
were greater than our mgmt / board thought appropriate 

— in risk terms, we managed positions very actively such that we look down multiple 
positions as they got larger; 

— not to say we didn't have limit excesses (Robert to discuss, also CSW); but sr 
mgmt participated actively in all of the significant exposure management including 
decisions on when / how to reduce positions, and in the case of lending the actual 
approval of transactions 

LBeshel 

Yes, they did. With respect to Treasury: 

— GCE remained above MLO and above our GCE target of $55-60bn. MLO 
assumptions broadly held up. We were able to raise liquidity through efficiency 
projects rather than drain the GCE 

— Cash capital ratio generally remained above 1. Ox. It dipped below in September, 
but we issued $10bn of LTD in October to bring it back up 
— CSE Tier 1 capita! ratio remained at or above our minirhum targeted level 
— Quarter-end EDI ratios were at or below maximum target levels 
— Share repurchases were adjusted to maintain target equity capital ratios 

RBerrv 

To discuss history of VaR and CSW 


2. Communication with Board/Senior Executives 

o At what point were senior executives or the Board of Directors made aware of 
specifics surrounding the impact that the market disruption may have on the 
firm’s business? What led to the decision to communicate the relevant issues to 
Directors or senior executives? 


RBerrv 

There is constant communication from the revenue side and the control side of the firm 
with the 30th floor. In addition Da>^/Jei7y co-ctfiair FWRC and Lloyd/Gary regularly 
attend. 

CBroderick 

• Sept '06 Risk presentation (including special topics on Leveraged Finance, 
Derivatives Prime Brokerage and Systemic Risk 

• March '07Subprime Mortgage Business presentation 

• Sept '07 Residential Mortgage presentation 
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o What special sessions, if any, were held with the Board of Directors/senior 
executives, or what reports were shared, to ensure that they understood the 
specifics related to valuation issues, conduits, structured investment vehicles, 
leveraged lending, etc.? 

BLee 

- Quarterly PV presentations to the Board 

- Weeldy Risk Committee Meetings, attended by DViniar and GCohn, and often 
LBiankfein 

- Recent meetings with Lioyd & Gary re: pricing 


o What role, if any, did the Board/senior executives play in re-assessing the firm’s 
risk appetite and strategy? 

RBerrv 

Limits are set by FWRC. Decisions regarding e.g. short positions In mortgages taken 
by business units but with full knowledge of the 30^ floor 

C Broderick 

FWCC af^roves each significant financing transaction 
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3. Senior management reporting and analysis 

o Did senior management reporting systems provide accurate and timely insight 
into material changes in the finn’s risk profile? What ad hoc reporting, if any, 
was prepared to supplement standard reporting packages? 

RBenry 

Key risk measures are computed on a daily basis > Including day-on-day and other time 
comparisons - and communicated to most senior management. Measures are 
themselves highly responsive (votatlflties and correlations are re-estimated weekly, 
credit risk is linked to traded spreads). 

Changes are often made to the risk packages in response to senior 
management/FWRC Interest as businesses and markets change (e.g. bmakout of 
Acquisition Commitments frtHn Mortgages, addition of Insurance as a Industry risk in 
JTD report, breakout of Index vs. Stock in Equity Topsheet, refined Loan Commitment 
pages). 

Ad hoc analysis is done on a daily basis generally in response to business unit 
managers - examples during this period induded more granular breakout of C8W by 
credit quality, marginal contributions to VaR and hedge analysis In Mortgages, credit 
and Equities. 

MRMA produces a Quarterfy Risk Review where a conscious effort is made to include 
new and topical analysis alongside mile-stoned changes in standard measures. 

The 2007 Q3 report included breakout of changes in VaR due to position changes and 
due to market changes (Static VaR), examination of change in c;or)ve)dty position of 
Equities Division (Top Sheet), update of basis risk in Mortgages (CSW) and curve 
positions in Credit, concentration in Financials/Energy in Emerging Markets, and Maya 
position In Commodities. 

o How timely was senior management made aware of the implications of the 
rapidly changing market environment on the firm’s own exposures? Was senior 
management accurately informed of the scale of exposures? 

RBarrv 

Communication is constant. 

Management participated in many of (he important detisions 

0 At what point and how did senior management become aware of valuation 
uncertainties, if any? For example, did external or internal auditors rmse issues 
regarding the valuation ofeeruun positions? How did senior management reach 
decisions on valuations that affected results? What role did senior management 
play in overseeing the valuation process and ensuring that it was appropriate? 


iUs 

Senior management heightened their focus on the mortgage department and its 
inventory during the first quarter of 2007 when the non investment grade ABX 
index began showing volatility as hedge funds began utilizing it to express 
bearish views on the US housing market. Concerns were further exacerbated by 
declines in home price appreciation and pricing pressure on subprime 
mortgages. 
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• This focus resulted in periodic meetings with senior management including; the 
CFO, divisional risk heads, division heads, desk management and controllers. 

• We use fair value to measure our financial instruments, which is fundamental to 
our risk management process and financial statements. It is essential for us to 
understand the value of what we hold so that we can manage the associated risk. 
Due to reduced liquidity, determining fwr valueris more challenging; however, 
we still look to the significant amount of available evidence and extrapolate as 
appropriate. If there is a question on price transparency, senior management 
may require traders to exeojte trades to substantiate their valuations. We also 
back test marks against actual trades to ensure accuracy. 


4. Conflicts of interest 

o Did the firewalls between the firm’s operations with access to public versus 
private information lead to any challenges in gathering and interpreting 
information to understand market events or their implications for key customers 
or counteiparties? If so, how were these addressed? 

CBroderick 

• Managing this is always a challenge; however these issues were fully 
addressable w/o non-public, counterpart-specific discussions 

• Where firewalls really affected us were on our hedging decisions; this meant for 
example that we generally hedge bank loans via indicies, arid derivatives via 
NCLs 

5. Immediate responses 

o Please describe the decisions that senior management undertook (and their 
timing) once it became aware of the significance of the market disruptions. 
Examples might include seeking specific analyses of the situation through 
customized stress tests, etc.; changing the firm’s limits; altering management 
reporting or other MIS processes; altering management structure; etc, 

LBeshel 

— • Raised long-term debt at beginning of year to stay ahead of growth In cash capital 
requirements. Also raised new unsecured debt during the strained period when 
possible 

— As a general policy, we term out secured funding for less liquid assets in a normal 
environment to mitigate rollover risk in a crisis. As the market began to get more 
challenging, we termed out even more secured funding and raised new secured 
funding when possible 

— Addressed a variety of internal funding efficiency issues to boost liquidity and create 
a report to track progress 
— Created a new ’days to zero' liquidity report 

— Cut back share repurchases to preserve cash and capital in the early period of 
uncertainty 

— Increased focus on maximizing distributions of excess capital from subsidiaries 
— Partnered with businesses to come up with structured funding solutions for bank 
loans 
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— Maintained a heightened dialogue wiUt businesses to ensure that business 
selection dedsions appropriately incorporated the scaroity of funding 
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BLee 

First quarter 2007; 

Shut down residential mortgage warehouses 

Increased proteaion for disaster scenarios via RMBS CDO CDS 

increased long correlation position 

Continued vigilant EPD identification and workout 

Reduced loan positions through seairitization and sale 

Second quarter 2007: 

Terminated CDO warehouses 

Took significant mark to market losses on long mortgage and CDO positions 
Further shorted synthetic CDOs and RMBS 

Actively manage counterparties for disputed margin calls or payment failures 

Third quarter 2007 through current: 

Actively managed risk exposure to hedge funds 
Begin covering of short mortgage positions 
Opportunistically look to buy assets 
Increased hedging of leveraged loan commitments 
Focus on generating additional liquidity sources 

RBerrv 

Heightened dialogue at all levels, and between revenue and control. 

(Limit HIstoryJ 

Global Alpha onto fiimwide systems? 

CBroderick 

• Heightened dialogue at all levels, and between revenue and control. 

• Overall: tightened credit terms with counterparts including revised limHs, 
strengthened stress tests; specific hedge fund close out scenario analysis 
conducted & reviewed at Risk Committee 

« Increased focus on collateral calls and position marks 

• Leveraged Finance: increased hedging, strengthened stress tests, revised credit 
approval terms; additional focus on distribution 


o Were any changes made in management or senior staff during this period? 
RBerrv 

The mortgage business was moved into the Credit World 
Marc Spilker, Jon Sobel into GSAM 

o Did you encounter any material operational challenges (e g., back office 

processing, etc ) during this period that affected your ability to assess exposures, 
analyze, or manage exposures or your ability to complete increased trading or 
processing volumes? If so, how did you address those challenges? 

RBerrv 

There was one day when SecDB coincidently broke down CRAIG to comment 
on collateral impact 
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CBrodertck 

• Several situations where systems' capacities were stretched resulting in late 
processing / credit info / collateral calls 

• But in each case the delays were short (within same day) and work-arounds 
for collateral were arranged (prioritized, manual calculations) so that we 
were not put at risk 

• We are focusing now on significantly upgrading our system capacity to 
handle much larger trading volumes 

o To what extent were your decisions motivated by concerns about reputation in 

the market place? 

LBeshet 

— Decided to scale back CP balances (flat Q/Q) given that Bear Steams got credit for 
reducing its balances 

— Decided to allow funding trades with conduits to roll off so as not to be perceived as 
causing any conduits to go under 

— Dedded not to partidpate in M-LEC (partly because we don’t really see the benefit) 

~ Dedded not to access the Fad discount window jointly with MS/M6R to finance CP 

inventory 

— Dedded to invest in GEO? 

RBerrv 

We continued to do client business? i.e., we preserved, not hoarded, liquidity 

and risk capital. 

CBroderick 

• Very focused on reputational issues; tried hard to be a good corporate 
citizen, maintaining financing and derivatives lines in the vast majority of 
cases; being scrupulous about our marks; keeping our regulators posted on 
issues 


6. Lessons iearned/changes as a result 

o What changes have been, or will be, made in your risk management structure or 

processes as a result of this experience? 

RBerrv 

It is too premature to make far-reaching changes (if any). Our risk management 

structure and processes generally performed well and as designed. 

GSAM 

MRMA above the wall? 

CBroderick 

• We constantly tweak our risk organization, processes and procedures and this will 
continue. We brought out a new alert system for troubled counterparts. We 
upgraded our reporting template. We mil continue to make these changes, but In 
general things worked well and no radical changes are required 
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o How will your busings strategy or mode! change as a result of this experience 

or because of other business coiK5«tis you see going forward? 

CBroderick 

• No fundamental changes - w are generally ok with results 

• We will be opportunistic as we always are, and may find selective 
investments attractive (eg the Litton mortgage servicing platform from 
CBass) 

• Other changes may be imposed on us from the market, eg the asset backed 
CP market; or by a need to be prudent risk managers, eg reviewing our 
underwriting practices for monoline insurance cos 


m 


1. Liquidity Planning/Stress Testing 

o By what process does your institution assess the appropriate level of excess 
liquidity reserves to maintain? What are the key factors that drive these 
decisions? 

LSeshel 

— GCE target is decided by Global Treasurer with input from senior Treasury 
personnel, Funding Desk, and Finance Committee 
— Factors that drive the decision include: 

- MLO model 

- Market color provided by Funding Desk 

- Known one-off funding gains/drains 

- Subjective assessment of condition of GS In relation to the crisis 

o How effective were the types of scenarios employed in liquidity stress tests and 
contingency funding plans in helping you prepare for the recent financial market 
liquidity strains? Did the scenarios reflect the potential for general market 
disruptions as well as firm-specific scenarios? 

LBeshel 

— We manage to a general market disruption in which GS is specifically affected. 

Recent strains were not nearly as severe as what we manage to 
— Treasury has participated in one-off scenario exercises, including a sub-prime 
meltdown, hedge fund failure, and pandemic outbreak 
— Scenario planning can only take you so far. More Important In a crisis Is to have 
good communication fines both internally (Treasury, Funding Desk, businesses) 
and externally (creditors, rating agencies) and robust reporting. 

o How appropriate were the assumptions incorporated into contingency funding 
plans and stress tests? How well did market events vis-a-vis off-balance sheet 
exposures, securitization, funding concentrations, cross-currency exposures, and 
general market liquidity correlate with those assumptions? 

LBeshel 
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Our scenaria planning incorporates more severe stresses than we experienced. 

Events that were as or less severe than our assumptions; 

~ Some loss of secured funding, but in line with expectations 
— OifTiculty roiling unsecured funding, although LOC usage actually inc^ased 
— No material derivatives collateral outflows (MTM or downgrade) 

— No increased requirements at exchanges and clearinghouses 
— No material withdrawals of free credits in GSl 

Events that were more severe than our assumptions: 

— Conduit funding less rotuist than anticipated 

— Credit origination commitments posed greater liquidity risk than planned for (we had 
focused on one montti, but crisis lasted longer) 

— Possibility of having to provide liquidity suppoit to GSAM funds 
— Collateral disputes with derivative counterparts greater than anticipated 

o How well did your quantit^ive measures and limits on its liquidity perform 
during this period? What impact, positively or negatively, did any limits 
mandated by regulations have on your actions during this period? What 
changes, if any. will the firm make to its efforts to measure its overall levels of 
liquidity? 

LBeshel 

— Measures perfomied well. 6CE remained above MLO. and cash capital ratio 
remained above I.Ox 

— Not aware of any regulatory mandates that affected the firm’s actions 
— No plans to change how we measure liquidity (i.e. definition of GCE or cash 
capital), but do plan to reassess certain liquidity risks as noted below 

2. Securitization and Syndicated Financing 

o How are the risks of liming mismatches between the origination of assets and 
the subsequent packaging and sale of assets considered in contingency funding 
plans? 

LBeshel 

— We do not rely on securitization to manage through a liquidity crisis. We assess 
liquidity assuming we maintain our current inventory levels 
— Our liquidity planning incorporates severe draws by clients on warehouse lines we 
have provided 

o Does your liquidity analysis process capture and report the level of committed . 
pipeline credit? 

LBeshel 
— Yes. 

— However, we will likeiy reassess liquidity risk of credit origination commitments in 
light of our recent experience, as noted below 

3. Support for Conduits/SIVs/SPEs 
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o In what ways did your liquidity risk management reflect the possibility of 
supporting sponsored investment funds Md/or securitization programs, 
including those that you had no contractual obligation to ^pport? 

LBeshel 

— Not applicable 

o A priori, how well-developed and comprehensive were your ongoing risk 
measurement and monitoring of these entities? 

LBeshel 

— Not applicable 

4. Support for other vehicles such as money market funds 

o In what ways did your liquidity risk management reflect the possibility of 
supporting other vehicles ajch as money market funds? What support, if any, 
did the firm actually provide? 

LBeshel 

— Large investment in GEO was an attractive opportunity, not a bail-out 
— We monitored GSAM money market fund but did not need to provide support 
— Liquidity planning did not incorporate the possibility of providing support to GSAM 
money market fund, but have since added a $2.5bn buffer for this nsk in the MLO 
model 

5. Pricing of Liquidity Commitments 

o What factors were considered in the pricing of contingent liquidity facilities? 
With the benefit of hindsight, was such pricing appropriate? 

LBeshel 

— We have traditionally not charged badnesses for GCE, in order to keep the cost - 
and therefore the control - at management level. We are moving toward charging 
businesses for the portion of MLO that is pre-funding specifically attributable to a 
business activity. 

— Except for WS commitments, we currently do not charge for pre-funding for lending 
commitments. We recognize this is inaf^ropriate and plan to change it in the near 
future 

— We do control the size of liquidity commitments through our risk management 
infrastnjcture(Capllal Committee, etc.) 


12 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-010135704 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 


Frm 00664 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 .TXT SAFFAIRS 


PsN: PAT 



661 


Footnote Exhibits - Page 2919 


6. Legal Entities 

o To what extent were liquidity risk considerations factored into decisions on the 
booking of business in a partioilar legal entity, vs. such other considerations as 
tax, accounting, or regulatory diffwences? Were restrictions of the foil transfer 
of liquidity capabilities across various parts of the organization appropriately 
considered? 

LBeshet 

— Liquidity risk typically ncA the driN^r of deciding where to conduct business. Tax, 
regulatory, or operational Issues are more commonly the driver 
— In whatever entity we conduct bu^ness, we put in place a liquidity risk management 
strategy (MLO models for broker*deaier entities, funding plans in BRICK countries, 
etc.) 

- We monitor amount of GCE held In GSI and GSJCL above their stand- 
alone requirements 

- We consider trapped cash capital In our cash capital planning 

o What was the impact of actions taken by affiliates on regulated entities? 

LBeshel 

— Certain efficiency projects were designed to untrap liquidity in regulated entities 
(GSI client money deposit to GSoHG, repayment of GSI accrued sub-debt Interest) 

7. Risk Measurement and Limits 

o Did internal liquidity metrics, limits, and monitoring systems provide “early 
warning” that the availability of market liquidity was materially changing from 
historic norms? 

LBeshel 

— Because our funding book has long duration, our experience in this crisis was that 
we did not immediately see the impact on our funding, but instead saw the impact 
by watching others' experience in the markets and press. 

— Do not have specific limits or monitoring to identify when market liquidity is drying 
up - we carefully watch trends and sctMty in the markets broadly Oook for appetite 
for collateral types, pricing changes, maturity changes, etc.) 

— Primary means of identification is communication between Treasury and the 
Funding Desk, external funding counterparties and GS senior sales/trading and 
control personnel. Committee meetings, and the CFO’s view 

o During the period of stress, did you capture and aggregate exposures with 
sufficient ^anuiarity (i.e., risk factor, product type, counterparty type) for 
liquidity risk management purposes? 

LBeshel 

— Yes, we break down the causes of contingent liquidity outflows (unsecured funding 
rollover, secured funding rollover, buyback risk, derivative outflows, etc.) 
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o Was the MIS provided to senior management sufficient and comprehensive? 
LBeshet 

Yes. Reporting provided to senior management included: 

— Funding Snapshot 
— Liquidity DashboaftJ 
— Finance Committee packet 
— Weekly funding summary 

8. Management of Liquidity Events 

o How were contingency funding plans and stress tests utilized during market 
events? 

LBeshet 

— Recent market events were not so severe as to require putting In motion the 
Liquidity Crisis Plan 

— However we did consult our plan as we created a menu of various alternatives to 
generate liquidity outside of the funding markets. 

o Was there an effective communication infrastructure to measure, monitor and 
control your liquidity positions (for all material legal entities, jurisdictions, 
foreign branches and subsidiaries)? 

LBeshet 

Yes. 

— Frequent calls between Global Treasurer, senior Treasury personrtel, Funding Desk 
— > Effective use of email distributions for sharing of information, such as steps being 
taken to boost liquidity, credit origination pipeline, etc. 

— Robust liquidity reporting 

o Did senior management intercede to allocate/ration liquidity? 

LBes^hel 

Yes, 

— Maintained heightened dialogue with businesses to ensure that business selection 
decisions appropriately incorporated the scarcity of funding 
— Capital Committee vigilant about approving new commitments 

9. Lessons Learned 

o Do you plan to make changes to liquidity risk management or contingency 
fttnding plans as a result of the recent market turmoil? 

LBeshet 
Yes. we plan to: 

— Continue to fortify our already-slrong funding position by funding 

wherever/whenever possible, paying up for term and continuing to diversify our 
distribution, particularly for lower-grade collateral 
— Reassess liquidity risk of credit origination commitments and other contractual 
commitments 

— Incorporate possibility of providing liquidity support to GSAM funds in our planning 
(have already added $2.5bn as a buffer) 
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o What are the implications of rw»nt ewnts on the future composition of your 
pools of liquidity resources? 

LBeshel 
No impact. 

— GCE will ojntjnue to be composed of securities of the highest quality. 

— Will continue to not use ccMnmttted credit fadiities as a source of backup liquidity 




1. Value-at-risk 

o What was the incidence of VaR and limit breaches during this period? What was 
done to bring exposures under limits and was it effective? 

RBeiTV 
(Get history] 

Exposures were managed responsibly by the business units within agreed limits. 

Highs were set In Mortgages, Credit Products. Credit Origination. EPG and GSP. 

Benign P&L allowed for a disciplined but measured response. 

Shorts in Mortgages and Credit Products tended to hedge tong market exposure in 
Credit Origination and Equities. As a result ‘diversification" reach a high of 63%. 

o Did valuation issues impact VaR calculations? 

RBerrv 

To the extent that mark downs reduce positions size (which reduces risk) and 
conversely to the extent that wider spreads provoke higher volatilities, valuation 
impacts VaR in our models. 

o Have you made any changes to your risk management progranWaR models as a 
result of these back-test exceptions? 

RBerrv 

No specific changes. 

- Our models already are highly reactive to changes in volatility ~ we use a 

20%/momh decay. 

- We examine all backtesting exceptions at the 95% and 99% 1-day level for 

“red flags” - P&L driven by missing positions or risk factors - none 
apparent. 

- There was considerable work done around mortgages to validate distributional 

assumptions as prices plunged - in general return volatility remained 
proportionality to spreads. 

- Certain assets were re-mapped as data became available [e g. as we shorted 

single-name A Mortgage CDS we did not have time series history; instead 
these were initially mapped to ABX BBB index scaled by spread - this is 
ongoing and routine] 
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o How significant would the difT^ence be betw^n VaR measured using the 
benign historical period vs. the data we have now? 

RBenv 

If we apply Q2 volatilities/coirelations to Q3 positions, period end Firmwide 
VaR would have been 95 vs. 131 (38% higher); Interest Rate Category VaR 
would have been 55 vs. 109 (98%); Equity Category 66 vs. 102 (54%); 

Mortgage business 40 vs. 75 (87%); Credit Products 26 vs, 77 (196%). 

As an anecdote, the 2006 Y/E Mortgage business VaR was 1 4mm and the ABX 
BBS was 1 89bp. As at end of August the ABX was 3 1 56bp and the VaR of the 
1 1/24 positions would have been S3 Imm. 

2. Scenario anafysis/Stress testa 

o Were your scenario analyses and stress tests adequate for assessing risk 
exposure during the recent period? 

RBenv 

Yes 

- in particular CS W very granular by business e g. SPG vs. cash, RMBS vs; 
CMBS 

o How well did business line and corporate-wide stress tests identify the impact of 
recent market events? 

RSerrv 

It is impossible to predict exact moves 

- and not everything moves together (for example CMBS to date and Emerging 
markets), but the exposures are listed and broken out in sufficient granularity to 
identify impacts. 

0 What lessons have you learned from recent events about your stress testing 
techniques? 

RBerrv 

We already prefer single asset stress tests that do not depend on correlation 
assumptions between markets. We make no assumptions about liquidity. We 
breakout impacts to a granular level (we don’t rely on a single number - or for 
that matter a single tool). 

We will further drill down on Basis risk e.g. Country, Industry, Cash, 

Derivative, Index. 
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3. Risk reporting and aggregation 

o During the period of stress, was the MIS provided to senior management 
sufficient? 

RBerrv 

Yes 

6 Did you capture and aggregate exposures with sufficient granularity (i.e., risk 
factor, product type, counterparty type) for market risk management purposes? 

RBerrv 

Yes 

4. Valuation practices 

o What mechanisms did the firm have to assess whether valuation methodologies 
were accurate/appropriate reflections of market valuations and to identify when, 
if at all, a breakdown in accuracy was likely to occur? 

BLee 

• Within Controllers, a dedicated group performs an independent price 
verification of the mortgage inventory. The team has extensive experience in the 
valuation of mortgage related products. 

• The collaboration with this team and desk management has ensured market 
movements are reflected in pricing on a timely basis and at times has lead to the 
remarking of positions. 

• The team employs the following primary strategies in their price verification 
process: 

Trade comparison: Available trade data are dissected for their 
parameters which are applied to the cash and derivative positions 
with similar collateral and/or risk profiles. 

Fundamental analysis; Various analyses which examine the 
underlying position characteristics are utilized to derive fair value. 
Note that these characteristics are corroborated to the market. 
Examples include discounted cash flow (DCF), option adjusted 
spread (OAS) or securitization analysis. 

♦ External price compares: Where available, prices received from third 
party vendors are attained, validated and utilized. 

Collateral analysis; Disputes surrounding margin calls of mortgage 
derivative contracts are closely examined to glean an indication of 
market levels. 

• These marks are reviewed with auditors and regulators on a recurring basis, 
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o Was your valuation methodology for particular instruments consistent across the 
ftrm? 

BLee 

• We maintain a central Controllers Pricing & Valuation Group (CPVG) which is 
responsible for the consistent application of fair value across all inventory 
within the Trading Division throu^ cenp-ally managing the price verification 
process and opining on det^mination of &ir value. 

• Within the mortgage department qjecifically, as part of our price verification 
procedures, we focus on consistency across inventory (cash and derivatives), 
client prices, and repo. In this regard, we are developing reports which will 
monitor consistency at a cusip and capital structure level. 

o To what extent have you had problems valuing structured credit products, loans 
and loan commitments? 

BLee 

• Althou^ it has been more challenging, due to reduced liquidity, especially . 
surrounding bid versus offer, we identify and fixate on areas and products where 
transparency exists. We then reverse engineer the parameters witnessed in 
transparent products so they can be applied to less liquid inventory. Thus there 
exists meaningful market data to ensure that our determination of fair value is 
reasonable. 

o What changes, if any, do you plan to make in your valuation practiccs/controls 
in light of recent turmoil? 


As the market has changed, our process has evolved throughout the year and we 
continue to look for ways to enhance. The following are examples of additions 
made during the year: 

- Worked closely with Markit and Fitch, third party composite vendors for 
derivative pricing, as they have struggled to keep up with the market moves. 
Specifically, we have provided recommendations surrounding the cleansing 
of the prices submitted as well as recommended incorporating durations (as 
well as spreads) into die information they provide 

- Developed a tool to allow for the review of thousands of ABS CDS positions 
to ensure consistency and appropriateness of marks as well as identifying 
outliers for investigation. 

- Utilized a creation value analysis whereby the underlying assets comprising 
a CDO portfolio is valued based upon sector, vintage, and rating and then 
allocated across the CDO liabilities as appropriate, 

- Created models independent of the trading function to value scratch and dent 
loan inventory. 


18 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-010135710 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 00670 


Fmt6602 Sfmt 6602 


P:\DOCS\66051 .TXT SAFFAIRS 


PsN: PAT 



667 


Footnote Exhibits - Page 2925 


5. Hedging 

o How weil did your market risk hedging approaches perform? 

RBerrv 

See above. 

o To what extent is the liquidity of a hedge incorporated into market risk 
management practices? 

RBerrv 

We assume unchanged positions through all our stress tests. Most stress events 
are accompanied by a lack of liquidity. 

o How will hedging strategies and techniques related to market risk change in 
light of the recent turmoil? 

RBenv 

Will probably think more about liquidity and crowded trades - and techniques to 
identify such. 



1. Accuracy of potential exposure measures and stress testing 


o How did estimates of potential exposure to credit risk / credit-related losses 
compare to actual levels during the recent period? 

o Which kinds of stress testing frameworks (e.g., single risk factor versus 
complex) proved most reliable in estimating actual or mark-to-market losses? 
Where stress tests misjudged the size of losses, were the deviations still within 
an acceptable margin for error? 

o To what degree did stress tests accurately anticipate correlations across asset 
classes? 

2, Risk reporting and aggregation 

o I>uring the period of stress, did you capture and aggregate exposures with 
sufficient granularity (i.e,, risk factor, product type, counterparty type)? For 
complex instruments, did the aggregation capture underlying risk factors 
effectively? Was the MIS provided to senior management sufficient for 
understanding the underlying changes in the market environment? 

3. Hedging, provisioning, and reserving 

o How effective were your credit risk hedging strategies during the recent market 
volatility? 
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o How will hedging strategic ami t»:hniques related to credit risk change in light 
of the recent turmoil? 

4. Counterparty Credit Risk Management 

o Describe the events and circumstances surrounding requests for additional 
margin during recent events. Were the initial margins set appropriately from the 
outset? How did they change? What methodologies were used? Were margin 
calls met in a timely manner? 

o Have any classes of counterparties posed particular counterparty risk 
management issues? 

0 In your view, what has been the role (if any) of hedge funds in the recent market 
turmoil? 

5. Syndicated lending 

o What mechanisms did you have for tracking the dimensions of pipelines and 
was the tracking effective? What were your limits (if any) on pipeline 
commitments? Did you experience any limit breaches related to your pipeline 
commitments? 

o How much did underwriting standards and associated risk premia change as a 
result of the long period of relatively benign economic conditions and low 
market volatility? To what extent did your underwriting standards for loans 
intended to be distributed differ from those standards used for loans intended to 
be held? 

6. Subprime lending 

0 For originators of subprime mortgages, how have underwriting standards 

evolved in recent years? How dependent were subprime-related businesses on . 
market liquidity? 

sue 

• As home price appreciation continued to rise, subprime mortgage lenders aimed 
to provide affordability products including interest only, forty and fifty year 
amortizations and negatively amortizing loans. 

• Additionally, originators looked to provide financing to previously under 
represented borrowers including stated income from which various 
documentation types manifested. 

• Unlike the prime mortgage market which is dominated by large banks, the 
subprime mortgage market was dominated by companies which trafficed 
exclusively in subprime origination (New Century, Ameriquest, etc.). From a 
financing perspective, these subprime originators were reliant on liquidity to 
fund their origination pipeline as well as to purchase their inventory for 
dispersion in the secondary market. 
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o For investors in securities backed by subprime mortgages, how have due 
diligence and risk assessment practices evolved in recent years? When making 
investment decisions on subprime-related securities, how dependent were 
investors on rating agencies? 

BUe 

• Due diligence processes are dynamic in that new findings and ever-changing 
markets result in constant changes in practice. 

• Specifically, prior to acquiring any residential mortgage loans, we will conduct a 
thorough review of the seller including reviewing select financial information 
for credit and market risk assessment, undertaking a review of the underwriting 
standards employed by the mortgage originator, engaging in senior management 
discussions, conducting an operational review and performing background 
checks. 

• In addition to the review of the seller, we review residential mortgage loans in 
advance of acquisition. The scope of the due diligence we perform depends on 
the credit quality of the mortgage loans and our past experience with the loan 
seller. Due diligence may include; review for adherence to the seller's 
underwriting and compliance standards, examination of loan documents, 
verification of recorded liens, review of insurance certificates and requesting 
independent valuations. We may increase that sample or drop loans from the 
pool as a result of due diligence findings. 

• As the subprime market has continued to deteriorate, we have been more 
conservative in our due diligence process both In assessing sellers and in 
reviewing/dfopping loans. Additionally we have limited our subprime 
purchases through conservative bids as well as electing not to bid. 

• Investors in subprime related securities, especially higher rated bonds, have 
historically reli^ significantly on bond ratings particularly when securities are 
purchased by structured investing vehicles. 

• It is important to note that loan level information is available to investors upon 
request as well as through tools available in the market including Intex. 
Assuming the investor is sophisticated enough to parse through loan level 
information, they would be able to stress assumptions used by the rating 
agencies. (Although they do not have property addresses and borrower social 
security numbers.) 
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1. Internal capital assessments 

o How did the capital planning process assess the appropriate level of regulatory 
and economic capital to hold? 

LBeshel 

— We believe CSE regulatory cafstal requirement is conservative and therefore a 
reasonable proxy for required economic capital 
— Projections of required CSE capital always consider the maricet emdronment 
— We enhanced our projections to more accurately capture expected and potential 
increases in required capital from new credit commitments and drawdowns on 
existing commitments 

— We target CSE regulatory c^apital ratios substantially above the regulatory minimum 
and expect the cushions we hold wrouid enable us to maintain the necessary levels 
of regulatory capital in the event of potential losses and/or Increases in RWA 
— During periods of high uncertainty and stress we generally manage to the higher 
end of the target range 

2. Capital & CDO/CLO businesses 

o To what degree, in recent years, had risk capital been allocated to the CDO and 
leveraged-lending/CLO businesses? 

LBeshel 

— We doni limit businesses by aIloc;ating risk capital as such 
— We manage capita! usage by imposing limits on balance sheet limit, VaR. credit 
risk, and certain other factors 

— For performance measurement, we attribute regulatory capital to businesses 

o Were your liquidity backstop facilities to ABCP programs (SIVs) priced 

correctly for internal risk management and capital attribution purposes? Did the 
pricing appropriately reflect the structures’ funding strategies? 

o Did your risk management tools (including economic capital models) accurately 
reflect changes in the actual degree of correlation in losses? 

3. Capital & earnings volatility 

o Did your stress tests identify the impact on earnings (and if impacted, capital) of 
the market turmoil? Are you anticipating making any changes in your stress 
tests as 8 result? 


22 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-010135714 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00674 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


671 


Footnote Exhibits - Page 2929 


4. Capital planning 

o Did the firm’s capital planning process include consideration of potential 

uncertainties in the valuation of file firm’s holdings of, or exposures to, complex 
financial products (CDOs, ^c.)? 

LBeshet 

— Our projections of required capital were enhanced to more accurately reflect 
expected and potential increases in required capKal from new credit commihnents 
and drawdowns on existing commitments 

0 How were potential on-boarding requirement of pipeline exposure, contingent 
liabilities, etc., incorporated within the capital planning process? 

5. MIS 

0 During the period of stress, did you capture and aggregate exposures with 
sufficient granularity (i.e., risk factor, product type, counterparty type, 
geographic location) for capital planning purposes? Was the MIS provided to 
senior management aifficient? What, in particular, were the areas where the 
MIS reports were found to be deficient? 

6. Accounting & Disclosure 

o Are accounting rules applicable to off-balance sheet vehicles sufficiently 
transparent? Do they adequately reflect the risks to sponsors of such vehicles 
and providers of credit and liquidity support? 

0 Would better disclosure for securitization pools reduce the risk that a 
deterioration of credit quality in one market segment leads to a general 
withdrawal of liquidity? 
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From: 

Sent: 

To: 

Cc: 

&jb]eet: 


Case, Benjamin 
Friday. July 13.2007 3:51 PM 
Kang, Connie; ShimorK>v, Roman 
Lehman, David A, 

FW: INTERNAL USE ONLY: GS Cashflow/ABACUS CDOs Mentioned in S&P Report on 
COO Exposure to Subprime RMBS 


Attachments: ArticiePDF.fxjf 


I'romj Case, Benjarmn 

Sent: Tuesday, ^ly 10, 2007 7tl3 PM 

To: Maitezos, George ( GS28W ); Harris, Kate { GSIBW ); Rdiesun, Oeremy { GSJBW ) 

Cc: Lehtnart, Oavld A.; Egol, Jonathan; Bleber, MachewG.; Chaudhary, Omar; Lee, jay; Sugioka, HIrotaka 

Subject: FW: INTmiM USE ONLY; GS Cashfiow/ABACUS OXJs Mentioned in S&P Report or: COO bqxsure to Subpilme RMBS 

INTERNAL USE ONLY 
George, 

Below are some talking points for you related to today’s price movements for Basis, Please note that the price 
moves sent to Basis (and the notes below) reflect the S&P actions that were announced this morning, but did not 
take into account the Moody’s actions tiiat were announced very late in the day here. We are still in the process of 
working through the Moody’s actions. 

Point Pleasant 

- 19% of the total portfolio was listed in the attached S&P paper as having "material exposure’ to the 612 RMBS that 
S&P placed on negative credit watch today (arid stated on a conference call that they would be dowigraded within 
days). If a portion of the assets with material exposure PIK (due to OC tests falling In the underlying CDOs from the 
RMBS dovmgrades and resulting OC haircuts), the Point Pleasant BBBs will be shut off from cashflow. 

Timberwolf 

- Approximately 25% of the total portfolio was listed in the attached S&P paper as having "material exposure’ to the 
612 RMBS that S&P placed on negative credit watch today (and stated on a conference call that they would be 
downgraded within days) 

Fort Denison 

- 17 RMBS assets (21% of the overall portfolio and 43% of the total RMBS component of the portfolio) were placed 
on negative credit watch today. In addition, 10 CDO assets (10% of the overall portfolio and 23% of the total CDO 
component of the portfolio) were on the fist in the S&P paper. Asset downgrades in the Fort Denison portfolio cause 
a diversion of all principal proceeds and a portion (approximately 40%) of excess interest proceeds away from the 
equity to amortize down the Class C Loan. Depending on the amount of principal amortization on the asset portfolio 
in each period, this will cause an overall reduction of projected payments to the Fort Denison equity by 45-60%. 
Additionally, if/vs^en the CDO assets in the portfolio PIK (due to OC tests failing in the underlying CDOs from to the 
RMBS downgrades and resulting OC haircuts), that will cause additiona! reduction in payments that will be borne by 
the equity. 
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From: Egoi, Jonathan 

Sent: Tuesday, July 10, 2007 10;46 AM 

To: ficc-nfi^tes; ficc-Rsales; iicc-creditsates 

Ce: Mullen, Donald; Sparics, Daniel L; Brafman, Lester R; Saunders, Tim; ficc-mtgcdstrat; Rcc-spgtradlng; Rcc-spcdo 

Subject: INTERNAL ONLY; GS Cashfltm/ABAOIS OXJs Mentioned in S&P Report on CDO Exposure to Subprime RMBS 

IHTERNAL USB ONLY 

From the tape: 

•S&p IS REVIEWING "GLOBAL UNIVERSE" OF SUBPRIME COOS 
*S4P SAYS 218 CDOS HAVE SUBPRIME BONDS THAT MAY BE CUT 
*S6rP SAYS 168 RATED CDOS ARE BACKED BY BBB SOBPRIME BONDS 

In connection with today’s SiP report today on subprime RMBS criteria changes and 
associated credit review, the following Goldman Sachs CDO transaction have been 
flagged by SSP as having exposure to subprime RMBS. S&P has stated that is reviewing 
the global universe of CDOs for such exposure. Full report (PDF) attached. 



ArtdePDF.pdf 


Mezzanine ABS Cashflow CDOs: 

• Fortius II 

• Hudson Mezz I 

High Grade ABS Cashflow CDOs: 

• GSC ABS Funding 2006-3g 

• West Coast Funding I 

ABACUS Synthetic ABS CDOs: 

• ABACUS 2006 -n — 

• ABACUS 2006-14 I • Reeled by the PennsMnt 

• ABACUS 2007-ACl I SdbcommiMte on InvesUf « 


Goldman, Sacha a Co. 

85 Broad Slrael \ Um YorX. NY 10004 

212357 3349 | mobil«:<*-1 212 428 1247 

•■mal; jonathan.ege^gs.com 

OoidnuH) 

SiK’IW 

Jonathan M. Egol 
Svueiured Products Trading 


© Copyright 2007 The Goldman Sachs Group, fr*c AH rights reserved. 

See htta://www.os.com/dt5claimer<email-sale5andtradtno.htmt tor important risk disclosure, conflicts of interesi arto other terms and conditions 
relating to this o-mail and your r^iance on intormatton contained in it This message may contain confldential or privileged Information. If you are 
not the intended recifxent, please advise us immediately and delete teis message. See httD:/Avww-as.eom/disclaimer/wnail/ Ux further intormatton 
on ctHtfldenhairty and tee risks of non-secure electronic communicaGon. ff you cannot access teese links, please notify us by reply message and 
we win send tee contents to you. 

This material has been prepared specifically for you by the Fixed Income Trading Department and is not the product of Fixed Income Research. 
We are not soliciting any action based upcm this materiat. Opirsons expressed are our present opinions only. The mat^l is based upon 
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informaUort whit^ we consider reliable, but we do not represent that it Is accurate or complete, and it should not be relied upon as such. 
bansactions. including those involving fuhrres, options and high yield secwities, give rise to ^bstantial ri^ and are not sutaiite for aU investors. 

We, or persons invotved in the preparation or issuance of material, may from time to time, have long or short positions in, and buy w sell, the 
securities, fufores, options or oUier instrumertts and investiments fdei^ic^ witii or related to those motioned herein. Goldman Sachs does not 
^ovide accounting, tax or legal advice; such matters should be diseussed your advteors and or cour^sel. In addition, we mufoally agree that, 
subject to ai^icable taw, you may disclose any and alt aspects of 9»$ materia that are necessary to support any u.S. federal income tax 
bemefrts, wititout Gddman Sachs imposing any timitaticm of any lo^. TNs mateial has been issued by Goldman. Sadts & Co, and has been 
appnsved by Goldman Sachs International, which is regulated by The Francial Services Authixity, in connection witii its disbibution in the United 
Kingdom and by Goldman Sachs Cartada In connection its disthbutton at Canada. Further ^formation on any of (he secuhties, fritures or 
options mentioned b) this material may be obtain»j upon rer^est and for this purpose persons in Italy should contect Gddman Sadrs S.I.M. 

S.pA. In Milan, or at its London branch office at 133 Fleet Street 

This material does not evidence or memorialize any agreerrmnt or tegally bindng commitment between any parties and does not constifote a 
contract or commitment to provide any financing or unrtemrrffing. Any financing w underwriting is sut^t in aR respects to internal credit a^^val 
at Goldman Sachs, and is subject to, among other things, the completKxt of documentation In form and substance satisfactory to Gddman Sachs. 
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How Did GS Avoid the Mortgage Crisis? 

Our Response 


Mortgages is an important business for Goldman Sachs. However, it is typically the smallest of five main businesses within FICC 
and therefCHe, on a relative basis, it has been a smaller contributor to overall Fixed Income revenues than for many of our peers. 
We always proactively manage the risk of our businesses, and our mortgage business was no different. We were actively 
managing our mortgage exposure throughout 2006. and towards the end of the year we became inaeasingly concerned about the 
sub^rime market. As a result we took a number of actions at that time and into early 2007 to reduce our risk. In the flrst quarter of 
2X7 we stopped our residential mortgage warehousing efforts, shut down our COO warehouses, aggressively reduced our 
inventory positions, reduced counterparty exposure and inaeased our protection for disaster scenarios. 

Key to our ability to do tNs was our extremely robust mark to market ^^ilosophy. You simply cannot manage risk effectively if you 
don't know what positions are worth. ^ accurate daily marking process makes difficult decisions considerably easier, as yixr 
tangibly feel the cost of inadion everyday as the market declines. We have extensive price discovery and valuation resources and 
don't subscribe to the notion that there are instruments that can’t be valued. 

So, we knew the value of 'Miat we had and managed our risk accordingly. Hovirever, one should not be lead to believe that we 
went through this period unscathed and somehow significantly profited from a ’bet' on the downturn in mortgage markets. The 
ar^ions that I ouUined led to significant write-downs in the value of our long mortgage inventory over the course of this year. 

We mentioned during our second quarter conference call that a weak quarter in Mortgages contributed to lower results in our FICC 
businesses. A better characterization of the situation is that we effectively avoided greater losses by taking these proactive steps 
and in fact during the third quarter we were able to make money on mortgages as a result of our net short position. As a 
consequence, we believe that we are well-positioned to opportunistically participate in the inevitable restructuring of the mortgage 
market. 

Ultimately, our ability to be proactive was a function of our people and our risk management culture Given the complexity and 
diversity of risks in our business, we believe chat it is critical to provide our teams with the confidence and support necessary to 
ider^ify and escalate issues as soon as possibfe and to prioritize the interest of the entire firm over any individual objectives. In 
addition, we think it is important for senior leadership to be actively engaged in the business flows er»d decision making process, In 
times of calm as well as crisis. 
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Quarterly Breakdown of Mortgage P/L 



iiii— Redacted by the Permanent 

Subcommittee on investigations 
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GS Subprime Mortgage Business 

Subpilme Risk: Current Position as of 11/2/07 


Mortgage Deparonant 


suBPfvm 

Current National (Bn) 

Marttat Value {Bn} 

Securities (IG) 

2.3 

1.2 

Subs & Residuals 

0.1 

0.1 

Loans 

03 

0.3 

Single-Name Synthetic Risk (Net) 

2.7 

1.S 

TABX & Trenched Synthetic Risk (Net) 

(3.1) 

(0.9) 

Net 

2.3 

2.4 

ALT’A 

Securities (IG) 

4.3 

3.8 

Subs & Residuals 

0.3 

0.2 

Loans 

0.1 

0.1 

Synthetic Risk (net) 

(17) 

(1.3) 

Net 

3.0 

2.8 

SCRATCH i DENT 

Loans 

o.s 

0.5 

COO# / TRANCHE RISK 

Securities 

2.1 

0.3 

Single-Name Synthetic Risk (Net) 

(1-2) 

(0.4) 

Trenched Synthetic Risk (Neb 

(5.4) 

(3.0) 

Seasoned Super Senior Shorts 

(35) 

(3.4) 

Net 

(7.9) 

(8.4) 
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Subprime Mortgage Business Comparisons 

MER, C, UBS releases compared with QS Position as of 1 1/02/07 



Merrill Lynch* 

Goidman Sachs 

rail'll 

Subprbna 

$S 7Bn US Sk^prime mortgege ralaied exposura 

S2.4Bn US Subprvtie mortgage related mahtet velua 

COOA^arehouse 

S1S.28n ABS CDO related exposure 

($6.4Bn}^S CDO related market value 



CitiorouD* 

Gbidman Sachs 




Siibprlme 

sit 7Sn US Subpclme moitgago related exposure 

$2 4Bn US SuOprtme mortgege related market value 

COO 

$436n exposure to senior COO tranches 

(SS 18rt) market value of senior COO trenches 


UBS’ Oeldman Sachs 

Subpitme $ie.88n Subsume S*cuhti«« Si.2Bn Subpnma SecuilSM marhet value 


COO $20.2Bn notional expoiura to aonior COOtrancnaa ($S.1Bn)<nan(»i value ot senior CDOtranehas 


cwraM CDO Mianaoi MBMuro W» 4ie IwinstetMe MC t ib a» nw waiMt vw ««w an ngnmiv ei» mn» m »« »n e /nr GS. 

*OaWwS«n»JBW»»n»»»oi«r»iiieruaM«irn«»iwe«Mi»»ivaflrirr»io«n».tov»,«iig(e»iv«> ^ i«>«»«wCOO»WP«OTMc>><c»» w>i«tMyo»vn>B»>(Uyeootoiia»M»>»»rfwe^ W*««Mawi»V 
Cflaeweinqweigew eemf nuar ntm sm v» M Mne rntMu/* tar OS. 

*C Wr » i S«aMSutpt«B»»ipMu»»We>«Maur/»wwgairt«)»t<piw«a«ff«,Boi»».«»wa»rft»»v» » i*ia»«Myeoo»«Bcau>»Wi5niat>oiv<i»i«w«‘«e»MWCW He m MBprettag (ras> 
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From: 

Sent: 

To: 

Subject: 


Ruzika, Richard 
Friday. May 11. 2007 9:59 PM 
Sparks, Oaniei I 
Re: You okay? 


Get Elisha on it too. He is very good at getting the math right. One thing you don't want 
is multiple write downs. Whatever it is get it out there in total. 


Sent from my BlackBerry Wireless Handheld 


Original Message 

From: Sparks, Daniel L 

To: Ruzika, Richard 

Sent: Fri May 11 19:33:32 2007 

Subject: Re: You okay? 

Cdo positions and market liquidity and transparency have seized. I posted senior guys that 
1 felt there is a real issue. I'm going to make a change in the responsibility of the 
business away from ostrem to david lehman (with swenson helping) . 

We are going to have a very large mark down - multiple hundreds. Not good. 

Mullen has been really good - dug in, thoughtful, balanced. I hate that he has to deal 
with this out of the shoot. We had a meeting today with viniar, don, mcmahon, my team, 
controllers, gary on the phone to walk through situation. The market has seized up so much 
that levels are very hard to determine for the complex products - which also are difficult 
to model for value due to market changes. 

That's a long way of saying that I feel the way I probably should right now in light of 
the situation, but the team and I have our heads in the game. 

Thanks for reaching out 


~~ — ~ Original Message 

From: Ruzika, Richard 
To: Sparks, Daniel L 
Sent: Fri May 11 18.-30:55 2007 
Subject: You okay? 

Dan. Anything I could do to help? 


Sent from my BlackBerry Wireless Handheld 


Confidential Treatment Requested by Goldr 


Permanent Subcommittee on investigations 


Wall Street & The Financial Crisis 
Report Footnote #1571 


GSMBS-E-01 9659221 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 


Frm 00696 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 .TXT SAFFAIRS 


PsN: PAT 




693 


Footnote Exhibits - Page 2951 


From: 

Sent: 

To: 


Cc: 

&ib|ect: 


Burchard, Paul 

Monday, May 14. 2007 1:49 PM 

Egol, Jonathan: Wiese!, Elisha; Lelwnan. David A.; Sparks. Daniel L; Swenson, Michael; 
Birnbaum, Josh; Primer. Jeremy; Turok, Michael 
Brafman, Lester R 

RE; Gameplan - asset model analyst 


Here are the asset model results including both A2 and B tranches of Timberwolf. looking at both l.5x and 2x spread 
shock scenarios for the CDOs (corresponding to median CDO spreads of 900 and 1 200, respectively, for this portfolio). 
Again, best estimate of correlation is 20-50% range. 


CDO 


Spread Shock 

Model Price 30% 

Model Price 50% 

Model Price 70% 

Model Price 1W)% 

TWOLF 2007-1 

A2 

lx 

72 

72 

72 

73 

TWOLF 2007-1 

A2 

1,5x 

51 

54 

56 

59 

TWOLF 2007-1 

A2 

2x 

37 

41 

44 

48 

TWOLF 2007-1 

B 

lx 

42 

49 

56 

66 

TWOLF 2007-1 

B 

1.5x 

28 

34 

40 

52 

TWOLF 2007-1 

B 

2x 

21 

25 

30 

41 


Will look at Point Pleasant next. 

— Original Message 

From: Egol, Jonathan 

Sent: Monday. May 14, 2007 8:06 AM 

To: Wiesel, Elisha; Burchard, Paul; Lehman. David A.; Sparks. Daniel L; Swenson, Michael: Birnbaum, Josh; Primer, 
Jeremy; Turok, Michael 
Cc; Brafman, Lester R 

Subject: RE; Gameplan - asset mode! analysis 

i think we can look at the 2x CDO COS scenario Paul provided below as a proxy. 

Original Message- — 

From: Wiesel. Elisha 

Sent: Monday. May 14, 2007 7:57 AM 

To: Egol, Jonathan; Burchard, Paul, Lehman, David A,; Sparks. Daniel L; Swenson, Michael; Birnbaum, Josh; Primer, 
Jeremy; Turc^, Michael 
Cc: Brafman, Lester R 

Subject: RE: Gameplan • asset model analysis 

Can we not incorporate the cds bid/offer by running Paul's analysis on iif2 below at shocked RMBS cds levels? 

Original Menage 

From; Egol. Jonathan 

Sent: Monday, May 14, 2007 5:28 AM 

To; Burchard, Paul; Wiesel, Elisha; Lehman, David A.; Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh; Primer, 
Jeremy: Turok. Michael 
Cc: Brafman. Lester R 

Subject: Re: Gameplan - asset model analysis 

This correlation analysis does not irxxjrporale 2 things; 

• cds bid/offer 

- cashflow triggers (underlying level) 

For names iMiere the underlying longs were externalized, the cdo cds offered side spread is going to be close to 2x the 
current mari^ed spread for many underliers. It will be important to use the cdo cds trading franchise to source hedges at 
the bid side of the market. 
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The downgrade sensitivity of the underlying cdo cashftow triggers mear>s that there is some (hard to quantify) probability 
that some or all names essentially jump to default. 

— Original Message — 

From; Burchard, Paul 

To: Wiesel, Elisha; Lehman, David A.; Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh; Egtrf, Jonathan; Primer, 

Jeremy; Turok. Michael 

Cc: Brafman, Lester R 

Sent: Mon May 14 00:45:22 2007 

Subject: Re; Gameplan - asset model anal^is 

One point of this correlation analysis is that it provides a relative value argument about how to hedge the cdo'‘2 risk. It 
indicates (as the desk is aware) that it is currently cheaper to buy protection against the cdo'^2 at the cdo level than at the 
rmbs level. To the extent that we can put on this hedge, we can recover the higher (72 cent) price, no matter how tod 
rmbs looks. 


Sent from my BiackBerry Wireless Handheld 


- — Original Message - — 

From; Wiesel, Elisha 

To: Burchard, Paul; Lehman. David A,; Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh; Egol, Jonathan; Primer, 

Jeremy; Turok. Michael 

Cc: Brafman. Lester R 

Sent: Mon May 14 00:01:17 2007 

Subject: RE; (iameplan - a^et model analysts 

David ' We spoke toefly to Ben and Edwin earlier this evening and asked them if it would be posable to come up with 
CDS marks for any missing BBB/BBB- RMBS deals as well as a heuristic for marking any high-grade tranches by 
vintage. As Paul says below, this would really help us run results through the asset model (as well as through the NAV 
analysis we'd discussed doing) tor CDOs. I realize this might be painful (several thousand underlying RMBS deals might 
need to be marked) but we'd like to come bac^ to you when we have some stats on what we're missing and brainstorm 
on a good way to do this. 


From; Burchard, Paul 

Sent: Sunday. May 13. 2007 1 1 ;05 PM 

To: Lehman, David A.; Sparks, Daniel L; Wiesel. Eli^a; Swenson. Michael; Birnbaum, Josh; Egol, Jonathan; Primer, 
Jeremy; Turok. Michael 
Cc; Brafman. Lester R 

Subject; RE. Gameplan • asset model analysis 

We can estimate the value of the Timberwoif COO''2 by applying a correlation model (the asset model). We have 
three questions to answer . 

1 . Based on marks for the single-A CDOs under the CDO*2. what should be the value of the Timberwoif CDO''2? 

2. Based on marks for the RMBS under the single-A CDOs, what should be the marks on the CDOs that virent into 

( 1 )? 

3. In both (1) and (2), what market evidence do we have for the correlation that takes us from underlier valuation to 
the valuation one level up? 

In brief, the answers we find are: 

1 . Based on current single-A CDO marks, the A2 tranche of Timberwoif wjuld have a price of 72 cents on the dt^lar. 
The price is not sensitive to correlation at these ieveis. 

2. Based on a small sample of single-A CDOs for which we have complete underlier marks, we believe that the risks 
of the RMBS underliers are frequently not fully reflected in the marks on the CDOs. If the trends in this small sample are 
extrapolated, the fair spreads on the CDOs could even be double where they are marked now; if that were the case, the 
price of the A2 tranche of Timberwoif would actually be 35-41 cents on the dollar, depending on the correlation. 

3. Recent Abacus CDOs and CDO''2 have been marked with correlations in the 30-50% range. Median sector marks 
for mezzanine CDOs imply a correlation of 22%. 
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Clearly, ihe next step is to get marks on more of the RMBS underiiers in order to be able to run more of the CDOs in 
Timbenwolf thrmigh a model. 

For (1). we find the following relationship between price erf ttie A2 tranche of Timberwolf, and the correlation. The 
results are also shown when a!) the underlier spreads are multi^ied by a factor of two, based on the results of (2). 

CDO Underlier Spread Multiple Model Price 30% Mod^ Price 50% Model Price 70% Model Price 100% 
TWOLF 2007-1 A2 1 72 72 72 73 
TWOLF 2007-1 A2 2 37 41 44 48 

For (2). we have the ftrflowing compariMn behroen current ^read marks on sing!e-A CDOs. and Gaussian copula model 
spreads computed from the current spread marks on their underliers (mostly RMBS). The first three CDOs are 
Ttmberwolf underliers. In general, this analysis shows that at current underlier marks. single-A CDOs are equity-like 
(long correlation). However, per (3). market-implied correlations are low, in the range 20-50%. 

CDO Sector Mark Model 30% Model 50% Model 70% Model 100% 

ABAC2006-HG1AC COO''2 Mezzanine 5201667 1336 1077 710 

ADROC 2005-2A C CDO High Grade 275185201 192140 
CAMBR7AC CDO Mezzanine 6651096 938804579 

FORTS 2006-1A C CDO Mezzanine 440527527499425 
HUDMZ2006-1AC CDO Mezzanine 160* 1643 1378 1168 880 

HUDMZ 2006-2A C CDO Mezzanine 250’ 2209 1794 1490 1105 

*No trades currently cwi these ref obs, so marks may be stale. 


From; Lehman, David A. 

Sent: Friday, May 1 1 . 2007 7:37 PM 

To; Sparks, Daniel L; Wiesel, Elisha; Swenson, Michael; Birnbaum, Josh; Ego!, Jonathan: Primer. Jeremy; 
Burchard, Paul; Turok, Michael 

Cc: Brafman, Lester R; Lehman, David A. 

Subject: Gameplan 

Following up from this afternoon’s meeting - 

We are going to better evaluate Ihe COO''2 risk using three distinct frameworks 

1) Blended scenario analysis using HPA (Primer) 

2) Risk neutral/correlalion framework, consistent with our current synthetic ABS CDOs (Burchard) 

3) Simplistic loss assumptions on underlyings / Market Value Coverage (Turok) 

Let's look to have something on #1 and #2 to discuss Monday. # 3 will likely take some more lime give the low 
coverage. ..Tur^, pis let us know if you can cuff #3 widi our current coverage. 

To quote Elisha • 

"Am thinking we want a concise write-up of each methodology (orw paragraph), with a rank-ordered list of 
assumptions that show directionality and estimated impact of each assumption. Also think we want to see results of 
bounding analysis in writing using each methodology, with a description of what knobs we turned, and how far, to cwne 
up the boundirrg analysis.” 

In addition, the specific trading desks are taking a more detailed look @ the ABS/CMBS/CLO/Option Arm/SP 
CDO assets in the warehouse and in the retained position account (ewtside of the CDO''2). 

Pis add/comment if there is anything I missed 


Goldman. Sachs & Co. 

85 Broad Street | New York, NY 10004 

Tel: 212-902-2927 ] Fax; 212-493-9681 i Mob: 917-863-4678 

e-mail: david.lehman@gs.com 
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Goldman 

Sachs 

David Lehman 

Fixed Income, Currency & Commodities 


Disclaimer: 

This material has been prepared specifically tor ^ by the Goldman Sachs Fixed !ncx>me Structured Product 
Group (SPG) Trading Desk and is ncrt the product of Fixed Income Research. We are not soliciting any action based 
upon this materia). Opinions expressed are our present r^nions only. The material is based upon public infoimation 
v^ich we consider reliable, but we do not represent that it is accurate or complete, and it should ncH be relied upon as 
such. Additionally, the material is based on certain facuxs and as^unptions as the SPG Trading De^ may in its absolute 
discretion have considered ^ropriate. There can be no assurance that these factors and assumptions are accurate or 
complete, that estimated returns or projections can be realized, or that actual returns or results will not be materially 
different than those presented. Certain transactions, including those invc^ing ABS, CMBS, and CDOs. may give rise to 
substantial risk and are not suitable for all investors. The SPG Trading Desk may have accumulated lor^ or short 
positions in, ar^ buy or sell, the securities that are the basis of this analysis. The SPG Trading Desk does not undertake 
any obligation to update this material. 
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From: 

Sent: 

Tor 

Cc: 

Subject: 


Wiesel, Elisha 

Wednesday, May 16. 2007 7:50 AM 

Bimbaum, Josh; Burchard, Paul; Lehman. David A.; Sparks. Daniel L; Swenson, Michael; 
Primer. Jeremy; Turok. Michael 
Brafman. Lester R 

Re: DRAFT: Modelling approaches for Cash ABS 000/000*2 


Thanks Josh. We ended up sending a much tighter version of the "modelling approaches" 
email up the chain, Gary asked to discuss live but that hasn't happened yet {when I saw 
him yesterday at another meeting he said he would reach out on this topic when he had 
time) . 

Lester also asked me yesterday for a high-level slide on why these positions are generally 
speaking hard to model (in the context of what sounds like the same big-picture posting up 
the chain that you're reconmiending) , we’ll be drafting something on that today. I think 
the high-level description of what these positions are/the cdo-squared correlation 
insensitivity/the indications of interest that we're seeing which you provide below is an 
excellent start towards explaining where we are. 

Do we want to broadcast re-mark numbers, though, at this point on the back of the ABACUS 
approach — or hold off until we have vetted numbers for the whole book based on ail three 
approaches? My thinking was that we have a few more days, according to latest 
understanding from the meeting in NYP/50A on Monday, and so should use them to sharpen as 
best we can (and incorporate all three approaches). Very open to your thoughts, and those 
of others on this thread. 


Original Message 

From: Birnbaum, Josh 

To: Wiesel, Elisha; Burchard, Paul; Lehman, David A.; Sparks, Daniel L; Swenson, Michael; 

Primer, Jeremy; Turok, Michael 

Cc: Brafman, Lester R 

Sent; Wed May 16 00:21:26 200? 

Subject; RE:- DRAFT: Modelling approaches for Cash ABS CDO/CDO''2 

1 agree with the path of the multiple approaches, the content so far and the suggestions 
from the group. I haven't been in all the meetings so I could be off base here but I was 
wondering if it makes sense to have some brief big picture 

explanations/statements/conciusions so far (or even a graphical depiction of RMBS -> CDO > 
CD0'‘2) for senior folks and controllers who are less familiar with these products.' 


Maybe some points like: 

- A RMBS COO, ignoring all the bells and whistles, is tranched from RMBS single names, and 
its fair value, similar to a corporate CDO depends on one's assumption for correlation of 
losses between the underlying deals. We have some transparency on CDO spreads with X 
trades occurring per week in single name CDOs. Most trade spots indicate that CDOs tend 
to trade tight relative to an empirical view of a reasonable range on the correlation of 
losses between RMBS deals. We are marking our single name CDOs at these trade spots. 

When we don't have a trade spot on a CDO name, we can reasonably infer a price by applying 
an implied correlation from other similar CDOs to the underlying RMBS single names for the 
deal in question. We have good transparency on most RMBS single names as that market 
trades actively on a daily basis. 

- A RMBS CD0''2, is tranched from RMBS CDOs. Analagous to the CDOs, the fundamental value 
of Che CD0''2 will depend on how losses are distributed amongst Che CDOs, i.e. how 
correlated are the CDOs? For our largest CDO''2 positions, conveniently the valuation is 
relatively CDO deal correlation insensitive and the primary issue is simply the value of 
the underlying CDOs. We are seeing indications of interest, not firm bids, on 2 of our 
larger CDO’'2 positions in the context of our valuations from the table below (show Paul's 
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table for 2 timberwolf bonds, along with "bids”). 


From: Wiesel, Elisha 

Sent: Monday, May 14, 2007 7:55 AM 

To: Burchard, Paul; Lehman, David A.; Sparks, Daniel L; Swenson, Michael; 

Birnbaum, Josh; Primer, Jeremy; Tutok, Michael 
Cc: Brafman, Lester R 

Subject: DRAFT: Modelling approaches for Cash ABS CD0/CD0''2 


Working group — 

This is a draft of the email Gary requested at Friday's meeting. We’ve focused on 
explaining the modelling approaches we feel we could meaningfully employ over the next 10 
days in valuing all of the CDO and CDO-squared positions in the warehouse and retained 
portfolios, as well as the work remaining to make that happen. Am considering further 
edits to the table which would describe the model inputs {as separate from market inputs), 
and how we'd propose stressing them to obtain valuation bounds. Please read and share 
feedback/suggested edits. 


Gary, 

As requested, here are some thoughts on the modelling approaches available to us in 
SecDb for valuing the CDO and CDO-squared positions in the warehouse and retained 
portfolios . 

No one approach is complete, but it turns out that the approach most recently 
developed {"blended HPA scenario") is closer to the LEH bottoms-up approach than I'd 
understood at the time of our meeting on Friday — what's missing is not a bottoms-up 
style empirical analysis, but a framework in SecDb for the CDO cash-flow waterfalls, and 
loan-level data for many of the RMBS. There is no easy way to tackle the former, but we 
compensate for the latter by using representative collateral pools by vintage. We've also 
described the risk-neutral model ("asset model") which we currently use in production for 
our synthetic ABS CDO (ABACUS) transactions. Although this model was built for synthetic 
deals which have significantly less complexity to their CDO-level cashflows, we do have 
working experience of the model which will be valuable in calibrating results. Lastly, we 
also include two "static" methodologies, a simplistic NAV analysis which is driven by 
market-observed bond prices, as well as the tcading/structuring desk's Excel spreadsheets 
which fully represent the cash-flow properties at both the ABS and CDO levels. 

All of the SecDb-based approaches below suffer from not properly assigning value to 
over-collateralization that builds up over time in the deals. They also all fail to 
detract value from the likelihood of ratings downgrades and forced liquidation. We don't 
have any good solutions yet to these two issues. It's also worth noting that all these 
approaches currently would fail to automatically assign 100% correlation to the 
overlapping RMBS deals included across multiple CDOs, ie; the (very common) case where CDO 
SI and CDO #2 share an RMBS underiier — we believe we'll be able to fix this in at least 
one of our approaches. 

Our plan over the next few days is to work with Trading to get rough CDS marks for 
each underlying ABS deal which we can use to drive the first two approaches, while 
searching for good heuristics towards representative collateral selection for the third 
approach. We also want to highlight that in working full-bore on these positions, there 
is a loose end we will not be able to get to by quarter-end. This is a $50M notional PIK 
swap (derivative) that was recently traded for which we do not have any models, and for 
which the models discussed below will not help us tackle. 

Please let us know if you have any questions, we’re happy to convene a group of 
Strats and Traders to walk you through any questions that you may have. 

Elisha 
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Comparison of proposed modelling approaches: 

asset model NAV analysis blended HPA scenario Excel model (desk) 

Loss model asset value NAV based er^irical bond level CDR 

Correlation model gaussian copula none HPA copula none 

Overlap capture {CD0''2) no no, for now no no 

ABS Cash flow waterfall simplified attach/exhaust full {Intex) full (irtported 

from Intex) 

CDO cash flow waterall sin^lified attach/exhaust attach/exhaust full 

CDO collat within CDOs yes yes no, for now yes 

Market Inputs underlier CDS spreads underlier prices Implied HPA, loan-level static 
data ? 

Dynamism full simulation static simulation with static flows static 

Collateral representation homogeneous, assumed none vintage representatives none 

usage by quarter-end CDO and CD0''2 debt, approximation of equity everything 
Residential component 

roadblocks for quarter-end underlier spreads underlier spreads heuristics for 
representative collateral selection Excel does not scale 

Description of proposed modelling approaches:' 

Asset Model: The asset model for CDOs is a correlation model that drills down two 
layers of structure to the values of the assets backing the loans underlying the ABS 
underlying the CDO. Loans default when the asset value becomes zero. The price it 
computes is an average over a large number of scenarios of correlated asset values, where 
the correlation between loans in the same ABS is highest, followed by loans in the same 
market sector but different ABS, followed by two loans in different market sectors. The 
market inputs to the model are COS spreads at the ABS level; from these are calculated the 
initial asset values and the correlation between loans in the same ABS. If there are 
market observations of CDO spreads, these can be used to calibrate the correlation between 
loans in different ABS; otherwise, that correlation becomes an exogenous input. The main 
simplifications made in the model are (1) to use approximations of the cashflow waterfalls 
at both the ABS and CDO levels, and (2} to treat the loans behind each ABS as homogeneous. 
This is the model currently used in production for pricing synthetic ABS CDOs and and ABS 
CDS. 


NAV Analysis: A static NAV or market value analysis uses marltet prices (expressed as 
a discount to par) to directly imply projected loss amounts on any given underlying bond. 
We describe the cashflow waterfalls with a static description of the attachxnent/exhaustion 
points at every layer of the CD0^2 capital structure. There is no explicit model for the 
correlation of losses at any layer. By applying the market-implied losses to the static 
attachment/exhaustion points at each layer of the structure, we can estimate what the 
losses will be at the top layer of the capital structure. Note that this approach is 
common in corporate cash CDO's, and a similar framework is being used in discussions with 
clients. .Simplifications: Simplified model for lowest level loss assumptions as iir^lied 
from the mar)<et. Ignores all actual cashflow waterfall features at every layer of the 
capital structure, including credit enhancement and triggers. Has no notion of how to 
correlate loss assumptions at any level. 

Blended HPA Scenario: One method we use for evaluating CDO structures is called 
blended scenario analysis. It starts with running static HPA scenarios through an 
empirical, loan-level model for RMBS underliers, and saving the cash flows. These cash 
flows are combined using an HPA distribution that is centered on an average HPA implied by 
RMBS market pricing. Variation of losses across RMBS underliers is captured by the 
empirical model itself and also by imposing deal-specific loss variation. The risk-neutral 
volatility of losses can be calibrated to the pricing of relatively liquid correlation 
trades such as TABX. Implementing deal-specific loss volatility involves a Monte Carlo 
evaluation of a CDO tranche in which different HPA-based static cash flows are chosen from 
the stored collection for each RMBS tranche at each iteration. The main advantages of 
this approach include its realistic WIBS scenario modeling, explicit sector-wide HPA 
dependency with vintage year differentiation, the absence of any need for marks on all 
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underiiers, and its relative simplicity. The drawbacks include the need for loan-level 
data, no of handling of actual CDO cash flow waterfalls, no handling of non-subprime 
assets {CMBS, CDO, Prime MBS), and the pre-production nature of the software that carries 
it out. 
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From; 

Sent: 

To: 

Cc: 

Subject: 


Spaii^s, Daniel L 

Monday, May 14, 2007 4:03 PM 

Montag, Tom 

Mullen, Donald 

RE: 


I think we should take the write-down, but market at much higher levels. I'm a little 
concerned we are overly negative and ahead of the market, and that we could end up leaving 
some money on the table - but I’m not saying we shouldn't find and hit some bids. 


Original Message 

Froms Montag, Tom 

Sent: Monday, May 14, 2007 3:44 PM 
To; Sparks, Daniel I, 

Subject: Re; 

What do u think. T 

Original Message 

From: Sparks, Daniel L 

To: Montag, Tom 

Sent: Mon May 14 15:36:49 2007 

Subject; Re: 

In large meeting on marks now - base case from traders is down 382 - some more work to do. 
Strat needs more time. 

In base case, timberwolf aaa's at 65. Fortress looking in low 80’s. 

In meeting now - sales, controllers, strat, trading {mort and credit) 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Sent: Mon May 14 15:27:22 2007 

Subject: 

Update? 
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From: Schwartz, Harvey 

Sent; Friday. May 1 1 . 2007 7:37 PM 

To: Montag, Tom; Sparks, Danie! L; Mullen, Donald 

Subject: Re: Lester Called 


If transaction is consistent with rotm than no issue... by definition. 
Sent from my BlackBerry Wireless Handheld 


Original Message 

From: Montag, Tom 

To: Schwartz, Harvey; Sparks, Daniel L; Mullen, Donald 
Sent: Fri May 11 19:27:33 2007 
Subject; Re: Lester Called 

Yes. But if we find value from fortress or whomever in size that should provide the. value 
base. No? 

Great trip down here btw. Great to see aiex in his element-impressive and igor Also hung a 
bit with assg team Which was good. Pablo will be great with these guys. Don lovw for u to 
come down some time clients nice guys and lots of Interesting-albeit somewhat illusionary- 
opportunities 

Original Message 

From: Schwartz, Harvey 

To: Montag, Tom; Sparks, Daniel L; Mullen, Donald 
Sent: Fri May 11 19:04:36 2007 
Subject: Re: Lester Called 

Yes. 

But don't think we can trade this with our clients andf then mark them down dramatcially 
the next day. That is what I was told there was a risk of. .but perhaps miscommunicated to 
me. Needs to be a discussion if that risk exists. Really shouldn't be a big issue or 
impact our process. 

If folks disagree happy to discuss, maturally. 


Sent from my BlackBerry Wireless Handheld 


----- Original Message 

From: Montag, Tom 

To: Sparks, Daniel L; Schwartz, Harvey; Mullen, Donald 
Sent: Fri May 11 19:01:29 2007 
Subject: Re: Lester Called 

Of course we should but this is how we find value by s howing assets and seeing where bid 
comes. If fortress can value bad debt from they can do this. They don't look 

to us for guidance they pay what they think its worth. Is there a different issue? Me 
will value where the market shows us it is if we find a bid won't we? 

Original Message -- 

From: Sparks, Daniel L 
To: Schwartz, Harvey; Mullen, Donald 
Cc; Nontag, Tom 
Sent: Fri May 11 18:47:57 2007 
Subject; Re: Lester Called 


Redacted by AePcraiaBeBl 
^bcoanittfc m InvcM^atfeos 
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Sounds fine 


Original Message 

From: Schwartz, Harvey 

To: Mullen, Donald; Sparks, Daniel h 

Cc: Montag, Tom 

Sent: Fri May 11 18:16:38 200? 

•Subject: Re: Lester Called 

Don't think we should slow or delay and discussions. However we need to huddle quickly 
before hitting bids I think. 

Is that not an option? 


Sent from my BlackBerry Wireless Handheld 


Original Message 

From: Mullen, Donald 

To: Sparks, Daniel L 

Cc: Montag, Tom; Schwartz, Harvey 

Sent: Fri May 11 17:46:13 2007 

Subject: Re: Lester Called 

I doubt they will sell over weekend. And harvey is concerned about the representations we 
may be making to clients as well as how we will price assets once we sell them to clients. 
I think we need to sort these things out before we make sales. 


Original Message 

From: Sparks, Daniel L 

To: Mullen, Donald 

Sent: Fri May 11 17:25:33 2007 

Subject: FW: Lester Called 


There are some people working on Tiraberwolf - Forterss is continuing to work. Basis sales 
person feels there is a decent chance (but it will be a week out as they are traveling) , 
Also, Cornac team wor)iing on it. If we get strong bids, can’t we hit them? 


From: Lehman, David A. 

Sants Friday, May 11, 2007 4:58 PM 

To: Sparks, Daniel L; Swenson, Michael; Birnbaum, ilosh 

Subjects Lester Called 

He wants to us to talk with him or Mullen before we sell any of out retained 
positions 

I posted Ben and Bieber 


Goldman, Sachs & Co. 

85 Broad Street | New York, NY 10004 
Tel: 212-902-2927 t Fax: 212-493-9681 | 

e-mali: david.lehmanl3gs.com 

Goldman 

Sachs 

David Lehman 

Fixed Income, Currency 4 Conmodities 


Disclaimer: 


Redacted by (be PemsiieRt 

SubcoRimittee oa invett^tiooi 
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This material has been prepared specifically for you by the Goldman Sachs Fixed 
Income Structured Product Group (SPG) Trading Desk and is not the product of Fixed Income 
Research. We are not soliciting any action based upon this material. Opinions expressed 
are our present opinions only. The material is based upon public information which we 
consider reliable, but we do not represent that it is accurate or complete, and it should 
not be relied upon as such.- Additionally, the material is based on certain factors and 
assumptions as the SPG Trading Desk may in its absolute discretion have considered 
appropriate. There can be no assurance that these factors and assumptions are accurate or 
complete, that estimated returns or projections can be realized, or that actual returns or 
results will not be materially different than those presented. Certain transactions, 
including those involving ABS, CMBS, and CDOs, may give rise to substantial risk and are 
not suitable for all investors. The SPG Trading Desk may have accumulated long or short 
positions in, and buy or sell, the securities that are the basis of this analysis. The SPG 
Trading Desk does not undertake any obligation to update this material. 
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From: 

Sent: 

To: 

Cc: 

Subfect: 


Alexander, Lee 

Sunday. May 20. 2007 8:31 PM 
Mullen, Donald; Sparks, Daniel L 
Brafman, Lester R; Karelian, Mt^a^ 
Viniar Presentation - Updated 


Attachments; Mortgages V4.ppt 


Please see attached for the Vinitu" Presentation. Don - We sent this to you via car -ISmins ago. Wmting to get a confirm frcnn the 
driver that it has been dropped off. 

Lester atid I will dial into dte call at 9pm. 

Dial in information is; 

Dial-In Information: 888-446-9291 code:756062 



Mortgages V4,ppft 
Thx 
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Mortgage Department 


May 2007 
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Mortgage Department 

Executive Summary 


• The Mortgage Department is concerned about the following risks: 

■ Retained Positions in the CDO OriginatiCMi Business 

■ Market Value of CDO Debt and Equity is $4.262bn 

■ $2.6bn represents High Grade Super Senior positions 

• Desk is specifically concerned about CDO*2 positions which represent $637mm 
of Debt. The complex structure of these positions make them difficult to value and 
distribute. 

• Warehouse Collateral in the CDO Origination Business 

• Market Value of $1 .458bn 

• Desk is specifically concerned about $742mm of Structured Product CDOs. 
Currently, there is limited liquidity and price transparency in this space. 

■ SPG Trading Book 

■ Short position of $2.8bn in Structured Product CDOs, of which $2.4bn is In single 
A or Lower tranches 

■ Desk is specifically concerned about the basis risk between the short in this book 
and the warehouse collateral. Although they are the same product, there Is 
limited overlap between the two books. 

• Non-CDO PnL Items 
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Mortgage Department 

Retained Positions 


• The desk is most concerned about the CDO''2 positions, comprised of the 
recent Timbenwolf and Point Pleasant transactions. 

• The lack of liquidity in this space and the complexity of the product make these 
extremely difficult to value. 




"S" tranche 

Timborwoif 

Aaa 

9.0 

100.00% 

9.0 

"S" tranche 

Timberwolf 

Aaa 

8.3 

100.00% 

8.3 

Mezz AAA 

Timberwoif 

Aaa 

285.0 

91.34% 

260.3 

AA 

Timberwolf 

Aa2 

107.0 

88.72% 

94.9 

Equity 

Timberwolf 

Total 

10.8 

420.1 

85,00% 

9.1 

381.7 

#1 Mezz AAA 

Point Pleasant 

Aaa 

127.5 

94 78% 

120.8 

#2 Mezz AAA 

Point Pleasant 

Aaa 

75.0 

92.24% 

69.2 

AA 

Point Pleasant 

Aa2 

50.0 

89.41% 

44,7 

A 

Point Pleasant 

A2 

10.1 

71.88% 

7.3 

BBB 

Point Pleasant 

Baa2 

10.5 

76.72% 

8.1 

Equity 

Point Pleasant 

Total 

TOTAL 

10.1 

283.2 

703.2 

58.00% 

5.8 

255.9 

637.6 


' Notional and Market Value in MMs 
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(itllilllimi 

s nils 


Mortgage Department 

Timberwolf I CDO*^: Overview of Capital Structure 


HG. ABS Timberwwtf I CDO** 



Nota: Cumm fJMBS anfitncomani levaJa ant approximataly 4 to 6% higtior oa a raauH of axoata ap^oaa bulMIng up w/thin tha aweA/r* ^ 
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Mortgage Department 

Point Pieasant CDO*^: Overview of Capital Structure 


HG.ABS 

SMBS CDO fSfnti) Enhsn 



Point PieasaMCDO" 



Note: d/rnnl HUBS Mhaneement ievo/» apptoximatafy 4to0% Mgfwrasa rewA ofsxceM apreatf building up tvKWn aouttura 
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Mortgage Department 

Warehouse Positions 


■ The desk holds $1 .458bn in Warehouse Collateral related to 3 CDO 
transactions 

■ Current valuation policy is to mark to viable securitization valuation or cost. As 
securitization is no longer a viable exit, the warehoused collateral will be 
marked to market on an individual basis. 

« Biggest driver of the mark to market is the $742mm Structured Product CDO 
collateral which has limited price visibility 

■ Details of the Warehouse Collateral are represented below: 





SPG Tradlno 

Controllers 


Market 



Avei'age 

Proposed 

Average 

Sector 

Value 

Price 

Writedown 

Price 

Writedown 

Price 

CLO 

69.5 

100.00% 

(2.0) 

97.07% 


100.00% 

CM6S/CRE CDO 

121.8 

100.00% 

(S.3) 

95.65% 

(3,0) 

97,54% 

RMBS • Other 

1837 

100.00% 

(15.8) 

91.43% 

(8.0) 

95.65% 

RM6S • Subprime 

341.3 

100.00% 

(27,2) 

^.02% 

0.0} 

97.36% 

SPCDO 

741.8 

100.00% 

(169,6) 

77,14% 

(153.0) 

79-37% 

Less: Warehouse reserves 



82.0 


82,0 


Less: SMBC Funding facility 



12.0 




Total 

1,458.1 


(125.9) 


(91.0) 



* Market Value and Proposed Mark m MMs 
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Mortgage Department 

SPG Trading 


■ Over the past year the Secondary trading desk has built a short position of 
$2.4bn in Single A or below Structured Product CDOs 


• During this time period, Single A CDO prices are ~20pts lower (from $100 to 
$80) 


■ As the market for securities in this space has declined, the desk has 
recognized the following PnL related to CDOs: 




CDO PnL 


SPG Trading 


cuo 

OriginatiorVRetained 

Warehouse 

Total 

AB8/ Correlation 

MTD 

{25.7) 

(21.2) 

{46.9) 

14.7 

QTO 

(172 3) 

(155.8) 

(328,1) 

196.8 

YTO 

(226.5) 

(231.5) 

(458.0) 

282 8 


• in MMs 
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Mortgage Department 

SPG Trading Valuation Methodology 


■ CDO''2 


■ Use of rough modeling tools/frameworks such as risk neutral pricing and 
initial HPA/empirical analysis 

• Trader views of where risk should trade in the context of the market, 
incorporating the current fundamental and technical backdrop 

■ Customer feedback/potential indications of interest 


■ Non-CDO"2 

• Market observables on debt securities (CDOs, CMBS, RMBS, CLOs) 

■ Blended scenario analysis on retained SP CDO equity positions, 
incorporating downgrade triggers and cashflow waterfall structure 
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Mortgage Department 

SCT Modeling Procedure 


• Step 1 : Value RMBS Underliers 

■ Pricing feeds taken from 3^ party pricing service (IDC) first and then from SPG trading to baddill 

■ IDC pricing vs. SPG Trading were very dose in most cases 

■ Step 2: Run Net Asset Value ("NAV*} Analysis and Simulation Analysis on COO residual position and 
CDO*2 underlying CDOs 

• NAV analysis prices a CDO's asset pool (using prices mentioned in Step #1) and then layers that 
aggregate asset value over the CDO's capital structure in a sequential fashion 

■ Simulation analysts runs multiple possible outcomes with the goal of determining how a portfolio's 
aggr^ate value should be allocated across the tranches of a given COO structure. Often value in a 
CDO is not allocated in a purely sequential fashion and simulation analysis can expose the 
relationship better in many cases than NAV analysis alone 

• Step 3; Create a rule based system to choose simulafton based valuation output vs. NAV based output & 
implement approximations for line items where simulations and / or NAVs could not be executed 

• For line items where simulation analysis and NAV analysis could both be run, a simulation based 
valuation was used 

■ For line items where only NAV analysis could be run, NAV level was used subject to a valuation floor 
and cap 

• For line items where neither NAV nor simulation analysis could be run. the weighted average price of 
successfully priced line items with similar asset characteristics was used. If no comparable line 
items were available (approx 15% of the 250 line item portfolio), the desk used a degree of 
subjectivity in determining price 

• Step 4: Based upon implied ATM spreads calculated in Step #3. run an additional simulation analysis and 
NAV analysis on both CDO''2 transactions (Point Pleasant and Timberwolf) 
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Mortgage Department 

Mortgage Strats Modeling Procedure 


• The asset model is a 2-layer correlation model designed for pricing synthetic CDOs of 
structured product securities. Correlations at each level are calibrated from the variation of 
market spreads across the capital structure. Underlying asset values driving the valuation 
are calibrated from market spreads at the second level; a basis in asset values may be 
inferred from market spreads at me top level. 

• Advantages: 

■ Simultaneously models 2 layers of structure, capturing interaction between 2 levels of 
correlation 

■ A large number of correlated loss scenarios are simulated 

■ Credit curves for underlying assets 2 layers down are based on a Merton-style asset 
value model, suitable for asset-backed loans typically at this level 

■ Handles synthetic CDO features such as individual callability of blocks of tranches and 
modified sequential paydown 

• Handies key features of structured product underliers such as RMBS stepdown 

• Disadvantages: 

■ Designed for synthetic CDOs. does not currently capture some features of cash flow 
CDO such as oc/ic triggers and ratings downgrade triggers 

■ Does not capture rate convexity for rate sensitive mortgage products 


10 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-010965221 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00719 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



716 


Footnote Exhibits - Page 2974 



Mortgage Department 

Controllers Valuation Methodology 


■ Due to the current lack of liquidity in the CDO squared market, the retained 
CDO squared inventory is unverified. 


■ Accordingly, feedback from the ongoing discussions with clients to distribute 
the retained inventory is essential to determining the appropriate valuation for 
quarter end. 


■ Previously, we verified CDO squared inventory to comparable market 
transactions. Market transactions included data from new underwritings from 
competitors and/or firm transactions. 


11 
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Footnote Exhibits - Page 2975 



Mortgage Department 

Alternative Valuations 
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Note: Model A represents SCI end Model B represents Mongage Strats 
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Footnote Exhibits - Page 2976 



Mortgage Department 

Next Steps 


• Unwind the warehouses 

■ Independent teams to continue to value retained positions 

• David Lehman & Michael Swenson (SPG Trading) 

■ Will Roberts. Jerry Ouderkirk, Doug Weaver (SCT Trading) 

■ Dedicated Mortgage Strat support, led by Elisha Wiesel 

■ Distribution team to continue to work with targeted investors, led by Stacy 
Bash-Polley (Elisha Wiesel further working with legal on viability of 
disseminating information to Investors) 

• Basis Capital 

■ Fortress 

■ Polygon 

■ Winchester Capital 

• SPG Trading to gather observable prices on underliers to improve accuracy of 
valuation models 

■ Justin Gmelich will continue to work with Controllers to resolve discrepancies 
for non-CDO PnL items 

13 
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Footnote Exhibits - Page 2977 



Mortgage Department 

Non-CDO PnL Items 


Subprime Residuals 

SPG Trading 
Estimate 
(40) to (50) 

Controllers 

Estimate 

(5) 

Alt A Residuals 

(25) to (30) 

8 

Second Lien Residuals 

(21) 

TBD 

HEtOC Residua! 

(5) 

(5) 

Scratch and Dent Residuals 

(5) 

(S) 

Scratch and Dent Loans 

TBD 

TBD 

CDS Duration 

100 to 125 

100 10 125 


* Estimate in MMs 
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Footnote Exhibits - Page 2978 



Appendix 
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Footnote Exhibits - Page 2979 




Mortgage Department 

CDO Debt - Retained Positions 
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Footnote Exhibits - Page 2980 


: RedactolbylhePenMMiil 

Sabcommittee an InvesligalioM j 



Mortgage Department 

CDO Debt - Retained Positions (cont) 
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Footnote Exhibits - Page 2981 


- *^*«**«* by the Permaoeni 

Subcommittee on iDvestigitiom 
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Footnote Exhibits - Page 2982 



Mortgage Department 

Timeline - Timberwolf & Point Pleasant 


• Timberwolf (Grevwolfi 

■ 7/21/06 - Engagement letter signed 

■ 9/5/06 - Warehouse begins ramping 

■ 1 2/13/06 - Warehouse 50% ramped 

■ 3/2/07 - Revision to engagement letter - Greywolf commitment to purchase 
BBB and single A tranches 

■ 3/13/07 - Pricing 

■ 3/27/07 - Closing 

• Point Pleasant /Dillon Read! 

■ 6/2/06 - Engagement letter signed 

• 9/14/06 -Warehouse begins ramping 

• 12/14/06 - Warehouse 50% ramped 

■ 3/5/07 - Commitment letter signed with Natixis for Super senior 

• 4/10/07 - Pricing 

• 4/18/07 - Closing 

19 
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Footnote Exhibits - Page 2983 


“ by the PenBiment 

Subcominittec on Investigations 
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Footnote Exhibits - Page 2984 


Redacted by the PcrmaDent 
Subcommittee OR invet^igatioits 


Mortgage Department 

Distribution (cont) 
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Footnote Exhibits - Page 2985 


Mortgage Department 

CDO Derivative Positions 




Notional Exoosure 



Model Status 

Net 

Ware 
Long I 

ouse 

Short 

Closer 

Long 

Deals 

Short 

Stated P&L 

Collateral Pul 

Supersenior Total Return Swap 
Supersenior Tranched Swap 

Mtg Index Product 
interest Rate Swap 

Mtg Default Swap 

PIKSrvap 

Eqiaty Total Return Swap 

CLO Equity Prindpa! Protection 

Total Return Swap? 

Mto Synthetic CDO 

Off-Label 

Off-Label 

Fully Approved 
Fully Apf^oved 
Fully Af^oved 
Fully Approved 
Not Modeieo 
Off-Label 

Fully Approved 
Unknown 

Fullv Aporoved 

2.674.1 

1,665.0 

(825.0) 

(625.0) 

(540.0) 
(398 7) 

50.0 

(17-0) 

13.9 

611,8 

540.0 

2,674,1 

1,665.0 

450.0 

7,985.7 

50.0 

13.9 

274,7 

22,5 

825.0 

1.075.0 

8.976.1 

17.0 

274.7 

22.5 

(1.1) 

(2.4) 
(38,7) 

(1.5) 
(31,4) 

0.0 

(9.7) 

• (0,0) 
0,4 
0.0 


Notes: 

• "Long" notional e^^osure means long bonds (long treasuries in the case of interest rate swaps) 

• "Off-Label" model status means fully approved model being used outside its.origmaily intended scope, and so not 
capturing soma important features of these trades 

• Collateral Put is wrt^ng protection against short AAA floaters (used to collateralize funded tranches built off sjmflwUc 
portfolios) 

• Supersenior Tranched Swap is selling the lop 2/3 of one of the two supersenior tranches held in Supersenior Total Return 
Swap form. 
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Footnote Exhibits - Page 2986 


Mortgages CDO Origination 

Retained Positions & Warehouse Collateral 


May 2007 
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Footnote Exhibits - Page 2987 


Mortgages CDO Origination 

Executive Summary 


■ Based upon the inability to place the liabilities of the Timberwolf and Point 
Pleasant CDO''2 transactions, the Mortgage trading desk assessed the current 
valuation of retained positions and the ability to securitize current CDO''2 
warehouse collateral. 


• The inability to securitize CDO''2 warehouse collateral will result in the unwind 
of the warehouse facilities, which will move the collateral from a mark to model 
valuation to a mark to market valuation. 


• The initial estimate on May 1 1'’' of the mark-to-market P&L impact of this 
revaluation of retained positions and change in valuation methodology is shown 
as follows: 


Market Vatua (>mm) ABC 


Retained Positions; 

Debt - CDO 

4,053 

(121)' 

(196) 

(273) 

Equity • COO 

113 

I (12) 

(24) i 

(38) 

Warehouse Coliaterei 

1,493 

(116) 

(160) 

(202) 

Total 

5.659 

L_ (246) 

(380) 

(5H) 
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Footnote Exhibits - Page 2988 


Mortgages CDO 

Retained Positions 


Origination 


■ As Of May 1 1'", the desk held $4.166bn in Retained positions related to CDO 
Debt and Equity. Breakout of this balance by type and the anticipated 
writedowns are shown below: 


Market V>lue|$<nmt ABC 


Debt • COO 

COO-squared 

Mez 2 

$37 

$22 

2.793 

(111) 

(11) 

1 

(1661 

(26) 

(3) 

(221) 

(42) 

(8) 

Total 

4.0S3 

(1211 

(196 

(273 

piffliSili 

iiWIiiilW 

IH 

i 1 

SB i 

li 

Equity • CDO 





2001-200S Mezz 

11 

(3) 

(4) 

(8) 

2002-2004 High Grade 

s 




2005-2006 High Grade 

33 

(8) 


(8) 

2006 Mezz 

32 

(4) 

(9) 

(14) 


32 

0 



Total 

113 









TOTAL 

4.166 

immam 


■HIDl 


• The anticipated writedowns are driven by Mezz AAA and AA tranches of 
Timberwolf and Point Pleasant 000^2 structures (${159.3)mm - Scenario B). 
These deals were priced the wk of 03/16 and the week of 04/13, respectively. 

• Due to the lack of liquidity in the marketplace for these structures (i.e. 
Timberwolf and Point Pleasant last traded on 04/23 and 04/24, respectively), 
the desk has proposed writedowns to reflect current market conditions. 
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Footnote Exhibits - Page 2989 



Mortgages CDO Origination 

Warehouse Positions 


• As of May 1 1th, the desk was in the midst of ramping up 4 CDO warehouses. 
At this time, the warehouse collateral was valued with the assumption that a 
CDO was a viable exit. Thus, inventory warehoused was marked to model by 
comparing asset and liability spreads, including the desired equity yield. To the 
extent that the current CDO liability spreads were wider than the cost on an 
aggregate basis, the estimated loss was reserved. 

• As securitization is no longer a viable exit, the warehoused assets will be 
marked to market on an individual basis. Current market value of all 
warehouse collateral is par. Anticipated writedowns are as follows: 




A 

_ 0 

9 1 



Write 

Average 

Write 

Average 



Sartrr 


down 

Price 

down 

Price 

down 

Price 


70 

(1) 

98% 

(2) 

97% 

(3) 

96% 

CM8S/CRE CDO 

122 

(4) 

96% 

(5) 

96% 

(6) 


RMBS • Other 

194 

(IS) 

92% 

(16) 

91% 

(17) 



341 

(26) 

93% 

(27) 

92% 

{29} 


SPCDO 

777 

(145) 

01% 

(185) 

76% 

(222) 


Less: Warehouse mark-to-model reserves 

75 


75 


75 


Total 1.493 

— (1361 


(1601 


(2021 
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Footnote Exhibits - Page 2990 



Mortgages CDO Origination 

CDO Origination Risk vs. SPG Trading Risk 


■ Origination - Long 2.6bn of CDO Risk 

■ Our CDO''2 collateral was ramped prior to the market widening and marked 
to model - average ramp period is 6-9 months 

• Our 000*2 deals, Timberwolf and Point Pleasant, priced in March with 
demand only for the super senior tranche 

• The complexity of the 000*2 product and the poor demand for CDOs in 
general has made this risk difficult to sell and the desk expects it to 
underperform 

■ SPG Trading - Short $2. 8bn of CDO Risk 

• Over the past 6 months. Single A CDO prices are -20-25pts lower (from 
$100 to $75-80) 

■ SPG Trading Shorts were marked to market as prices declined 
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Footnote Exhibits - Page 2991 
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Footnote Exhibits - Page 2992 



Mortgages CDO Origination 

Point Pleasant CDO'^^; Overview of Capital Structure 
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Footnote Exhibits - Page 2993 


Mortgages CDO Origination 

Action Steps - May 11th 


Unwind the warehouses 


■ Form three independent teams to value retained positions independently 

■ David Lehman & Michael Swenson (SPG Trading) 

• Will Roberts, Gerald Ouderkirk, Doug Weaver (SCT Trading) 

■ Dedicated strat support, led by Elisha Wiesel 

• Distribution team headed by Stacy Bash-Poiley and Scott Wisenbaker 
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Footnote Exhibits - Page 2994 


(lOitiiii.'in 

MlJiv 


Mortgages CDO Origination 

Anticipated Writedowns (in MWIs) 


Retained Positions 


Warehouse* 

Total 


llllilPillli 

illiiilliii! 

IHIIlii 

iliiH 

llpljllllH 


(126) 

(126) 

(243) 

(313) 



■ Warehouse p&l shown using scenario B level of $126mm 
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Footnote Exhibits - Page 2995 


»• iUdKtcd I9 the ^tnaimit 
SiAeoaiaimc m invni^itiom 
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Footnote Exhibits - Page 2996 


'• Redacted (O' the PemuMst 
SobcoBiBi^tMi InvcstigatfoBS 


Mortgages CDO Origination 

CDO Debt - Retained Positions (cont) 
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Footnote Exhibits - Page 2997 


Redacted by tbej^rmaacnt 
Itebeoaiai^ on lnvcs^tiom 



Mortgages CDO Origination 


CDO Equity - Retained Positions 
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Footnote Exhibits - Page 2998 


Mortgages CDO Origination 

Next Steps 


• Continue working with targeted investors 

■ Basis Capital 

■ Fortress 
• Polygon 

■ Winchester Capital 


■ Elisha Wiesel and SCT Trading will continue to refine models 

• SPG Trading to gather observable prices on underliers to improve accuracy of 
valuation models 
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Footnote Exhibits - Page 2999 



Mortgages CDO Origination 

Additional PnL Items 


Desk^'rrate 

GcntTdler&tjnnate 

SLbpriiTB Residuals 

(40)10(35 

(5) 

At A Residuals 

(25)10(30) 

8 

Seocnd Lien FtesidLels 

(21) 

TBD 

LBLCKFtesidud 

(5) 

(5) 

Ssnatch and Dent Residuals 

{5l 

(5) 

Scra(±i and Dent Loans 

TBD 

TBD 

CDSDoolion 

100 to IS 

100 to IS 
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III lUdMttd by tile PcrmamBt 

SubeommHtNOO ievcstigatioas 


Mortgages CDO Origination 

Distribution 


Acccut 

Sales 

Deal 

Tnutohe 

For&ess 

□a^toen 

TirrberA^t 

Mess AAA 

Forties 

Davnmen 

TintierArtfl 

AAftated 

Starts 

Gadd 

TtotoarMdf 1 

MazAAA 

Wixhsster 

Ractke 

Pont Regard 2007-1 

MBZ2AAA 

Basis 

hbltaats 

Tirrtervcffl 

MezAAA 

Basis 

Maitezss 

TintHTAOifl 

AArRated 

AiG 

Penick 

Tintsvtolfl 

Mas AAA 

F>d^' 


Point Reasarfl 2007-1 


ISFteftm 

Arslat 

Point Peasant 2XI7-1 

ARaed 

MllerAndsrson &8zil 

TlnterAOtfi 

Mezz AAA 

ManevTEsn 

GUigan 

TirrtJffvtofll 

AARaled 

OdLene 

Gnnstetn 

Tlrrtarvsolf 1 


Peqjat 

bneii 

'hrrtsvitff 1 

Mezz AAA 

SanMman 

Kefly 



LfiSRdp 

l^ly 

Tintevsotf or ft. Peasant 

Df£hav 

ochen 

Psiit Peasant 2007-1 

VfezzAAA 

Slot 

Oinstein 

TintoarAOtf 1 

NfezzAAA 

Pefygon 

Ffeas 

Tirrtavfltfl 

AArRated 


Looteig d padiage of A2 and B dasses. ira&diy indcated iowSSOs cn ^ 70's on & ntxlBfing de^ is 
1 ctffioii/C&uSmansSBIpushng 

Looking a pad«ge of AS and S dasses. IritaiyindcatediavSSOsanAS.'nJsoriBrrDdaingdealis 

1 tfffidJt/DaiftratsMpusfing 

Looianacnaftnancadbass- Irrftai NeleriYB^MMBB MBBMBBB^conaemedabatt 

1 ooreialion, oalevd, 

Eng^adwiocfwg- has been offered bends rt 450 on A2, 700 on B/ ' 


2 $SOrm A2. SSOmm 6, Sliced to finaidng - accDut Is cut of the office / feedbadc Wo Si21 

2 Menha $SOTrn A-2. ^CkTTTi B, stiiyect to finandng - sccourt is out of the eAce / feed3adt Wo S/21 
r&engaged - tryvig to gel ansAer by QS 4 r end Aaked'recened addlknal intornidian today / toe/ are s5ll 

3 viort^ / ffeiidi to fdtnv up eady ned v«ek 
3Loalgng 


3 Lodong 

3 l^itordai intoBsl on AAs (afready onn AAAs) / tryng to see if ihey go dmn In cap. SIrvdure ^Detta) 
3 NeedtocMfmmafysis/SntsarevculQnoanlt 
3 Looking 

Qtocldng-Tvtff^^ddtathanRdnt Ffeaaant an^n heaJine ritit w t Dillon Read • want toofcBni 
3anay3»8onTkTtav>cff/ar8tsarevsa1<iroonitfH 
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“ ?^***‘* by the Pemaaent 
SubcomminceoD investigations 



Mortgages CDO Origination 

Distribution (cont) 


Accou-i 

Sales 

Deei 

Cariyie 

Ri»1i 


CA Capita 

Kreitran 


Br>d 

Oirstein 


Harvard 

RsKfte 

Raft ReasanI 2337-1 

Hgtiard 

RLtxrti 



Vsrorft 


MaaOxn 

WHinw 


K®Rtp 

NahuSSG 

Mrtn 

Tifrterviidf 1 

RvxeUn 



Srilh&eecteri 

mErtn 


Zais 

Qtetan 

RartReesart 2007-1 

LetnoriA/M 

CtrH 

Tinrter«;d! 

RtMdanoa 

Rarsl^ 

Rant Ressat Z107-1 

X^m^rtilt 

(•»fH 

Tirrterwclf I 

hfcpaicn 

ViflsTg 

TirrbenActfl 

Faramse 

^tenhtas 

Ftirt ReasEit 2007-1 

f^amsK 

NtedHas 

TirrtawJfl 

Badtrack 

BstetWiiDips 

Rdrt Reesat 2037-1 

Oirtcn 

Verocdi 

Rdrt Reenat 2007-1 

Hgfdrg. 

Hyrtadc 

Rart Reesart 2CXi7-1 

IA.eBrt< 

WHirQ 


ca«8S 

Rr1«e 


Blvigicn 

BjaBatre 

TifTterwcIfl 

Sf^riTB’ 

VteKesas 

"TVrtsrvidfl 

TPG-Awn 

Fstti^Sips 

RaitRaasat 2007-1 


TraitB Oefoon . Caniwte 


4 V\a go icck thnxEii anslyss • go fioTt ttiere / are viorVing on it 

4 Satwok (gtfiCD- lODOtSrifcr 



4 


K/teAM 4wBdQwakintheL't6CO10C0cntE»it{S7>6^-peBsedcnG8d!ier£t8CK0 

4 RjIberanEtyssneecM 
4 UMO^-ha«enB«ierBaj^CCO^ 

4 aanviak@'h600- ICCOdttiorrrBzzAAA 
KtezAM ApciBrtia-WflHtetybesICMErwtbfealak 

KtetAAA 4htedalcd(4hni^<;tlbeLJx]Enyngvlrtsge5/sirasaavva1(>rgonit 

4 Uxtong- sert(inEtCX>Ftr1kfio 

LjxMng-m^careforasrreilamjSfcririarCCO&uctatlnthEircMndBals/liiTttedrocmhltBr 

ABjdgt-srretlsteifl bBycafB 

4 uxMrg-IHnHBBMHBHHHiHHBHBHBIHHiiHBMBi 

itteAAA 4\^UwCaia 

4 \^UwCelB 

tJiazAAA 45UMCaiis-CarYtiTodelCCO^ 

Abated 4.5lcd<edasi n0eA's ravis5UB-si»HneeOfifelfeectBat-iOiVdett8 ________ 


AS^HH^TriterMif iTcrelikay than RM Besart heaJne listc Mt DIcn Read 

5 CU- donot b^COCTS 

MeaAM. Srerno/odfrvnHt'rMrrXbeertitrviniMis 

NtazAM S Qit-tton\tttq>en^wthRtitHeBsat __________ 
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CONFIDENTIAL 


HUDSON MEZZANINE FUNDING 2006-1, LTD. 
HUDSON MEZ2^1NE FUNDING 2006-1, CORP. 

U.S.S37,000,000 Class S Floatiag Rate Notes Doe 2012 
U.S4IUe,000,000 Cla» A-fFleatlDg Rate Notes Due 2042 
U.S3120,000,000 Oass A<4> Floatiag Rate Notes Due 2042 
U.S.$230,000,600 Class B Floitieg Rate Notes Due 2042 
U.S4170,600,006 Class C Deferrable Floatjag Rate Notes Doe 2042 
U^.484^^(ra Class D Deferrable Flosttag Rate Notes Due 2042 
U.S.S26, 600,006 Class E Deferrable Floatiag Rate Notes Due 2042 
U.S.^,000,000 Income NMes Due 2042 


Secured primarfly by (1) the CoHsleral and (li) Ibc toner’s rigbtt under (a) the Collateral Put Agre^nt and (b) the 
Credit Default Swap referendng a portfolio of Rcsidentiaf Mortgage-Backed Securities 

•n>* SecuteS Now* (« defmed batio) ind the Ineene Nciei (as deSnoS hereio} (e^hoively, dte "Ottoed Now") •« bans oRered her^ by 
Gd&nw, Se^ A Co. in Ac Uuicd Sww to <|aali&sd instibUo>i(l buym (n defined i» Rele !44A undee Ac United Swo Securidei Aa of 1933, « une^ri 
’^ecofitite A6I")X fclience on Rrfe 144A under Ike Secu rit iee Act, wd, coleiy » the ««* ot the Ineome Nbri, lo necredhed iinwton fai defi^ « fcde 101(e) 
under Ike Secoritiei Ad) **io htve • be) worth of not leu flien U.SJtIO mtlion in noMenoni exeiTi ftoui ncUnbat owhr d» Scewitw Att. The Offer ed Now 
•re being offeetd hereby b the Uaiied SttW oniy to pmaa Act « ebo •qualified pofehwn" fcr porpoca of Sooioo }(e)(V uoda Ac IWted Suae* Invedi^ 
CompiBy Aa of 1940. u amended (the "InveettrnU Conaexy Au"). in addhioB, Ae Offered Now ere being oRired badiy by OolAnn. Sad« A Co., tet^S 
throe^ it* egenu. outiide Ae United to non U,S. Pereoni u offiAore mnamii to rctincc ra Rcgalntien S ("Itegiiiaion S") urvder Ae Seastoes Act. See 

“Underwriting." 

Set "RUk Faeion ‘for o dlrciurioit ofurain fiirton to he eomkiertif lo ammetfon wM or tavutmew Or rhr AAuo. 

It is a condiiion of Ac issBince ef Ac New thti Ae Oeu S Nace, Ae Oeis A4’Now and Ae Class A-b Naes be issued wiA a raring of “Ana" by 
Moody’s Ibvcbtss Servile. Ine. (Trioody'i") and "AAA" by Standard k Poor’s Ratings Services, a AviiioB cfThe McOraw-Hill Cou^ories. Inc. 

with Moody's. Ae “Raring Agencies'^, Au Ae Ctau B Now be tssoed wtA a ruiag of tt kael *Aa2" by Moody's »d a leaa "AA" by SAP. Aa Ae 
Class C Nora be issued wiA • nrtng tffa leia “A2’ by Moody’s end at leas “A* SAP. Aa Ae Claa D Nan be imed wiA a rating of a “BaaT by 
Moody's and a least “BSB“ by SAP and Aa Ao Oass E Hotea ba iuued wiA a rstirig af a least “Bal* by Moody’s and a 1«»M "BS+* by SAP. hli^a 
ceeArieniff At iswinceoftheNotei Aa Ae Senior Swap be csiigned a taring of“Aee* by Moody's a»d “AAA" by SAP, TV Income Ntto will not ba by 
ciAa Ruing Agency. A rreAi rating isiwet tecorttmendaion to boy, seil « hold seeuritiee and may be wbjeet A revision awhhdrawU U any lime by Aeassi^ag 
rating agency. See 'tUniBssofAe Notes." 

Al^icttian may be made to Ae IriA Si«l( ExAaigc fa ilw Now to be admned » the offieiai lia of the IriA Stock Exchange and u tra^ on ill 
leguUied tnvket. There an be no essuranM Aa eny such applwsrion will be made « Aa any soch listing will be tAeUned a raaintaned. No app li c at ion *i!l be 
made » Ua Ae Notes to aiy other exchengc. 

See "Undurwrilii^'fwo Ascussion of Ae terns atdcoadiiiOM of Ae purchase of Ae Offered Nncs by Ae InitiU ftrehaser. 

THE PLEDGED ASSETS ARE THE SOLE SOURCE OF PAYMEKTS IN RESPECT OP THE NOTES. THE NOTES DO NOT REMIESENT AN INTEREST IN 
OR OBLIOATIONS OP. AND ARE NOT INSURED OR GUARANTEED BY. THE HOU>ERS OF THE NOTES. THE UQUIDATION AGENT, THE 
CtXXATERAL PUT PROVIDER. THE SENIOR SWAP COUNTERPARTY. THE fNITIAL PURCHASER. THE CREDIT PRCffECTION BUYER. THE 
ADMINISTRATOR, THE AOam. THE TRUSTEE, THE SHARE TRUSTEE ^CK AS DEFINED HEREIN) OR ANY OF THEIR RESPECTIVE 
AFFIUATES. 


THE NOTES HAVE NOT BEEN AND WIU NOT BE REGISTERED UNDER THE SECUWTIES ACT. AND NEITHER OF THE ISSUERS (AS DEHNEO 
HEREIN) WILL BE RECISTEREO UNDER THE INVESTMENT COMPANY ACT. THE NOT^ MAY NOT BE OFFERED C» SOLD WITHIN THE U NITED 
STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT CT. U.S. PERSONS (AS SUCH TERMS ARE DEFINED UNDER THE SECURITIES ACT) EXCEPT 
PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBIECT TO. THE REGISTRATION REQUIREMENTS OF THE SECURTHES 
ACT. ACCORDINGLY, THE OFFWEO NOTES ARE BEING OFFERED HEREBY ONLY TO(A)<0 QUAUFIED INSTITimONAL BUYERS (AS DEFINED 
IN RULE I44A UNDER THE SECURITIES ACT) AND. SOLELY IN THE CASE OF THE INC(»riE NOTES. ACCREDITED INVESTORS (AS DEFINED IN 
RULE SOHi) UNDER THE SECURl’niiS ACT) THAT HAVE A MET WORTH OF NOT LESS THAN USSIO MILUON AND. WHO ARE (2) QUAUFIBD 
PURCHASERS FOR PURPOSES OF SECTION 3(c)(7) UNDER THE INVESTMENT COMPANY ACT AND (B) CERTAIN NON-US. PERSOF6 OUTSIDE 
THE UNTIH) STATES W RELIANCE OH REGULATIONS UNDER THE SECURITIES ACT. n.rtlCHASERS AND SUBSEQUENT TRANSFEREES OP THE 
CLASS E NOTES (OTHER THAN THE REGULATION S CLASS E NOTES) AND THE INCOME NOTES (OTHER THAN THE REGULATIONS S INCOME 
NOTES) Wia BE RKJUIRED TO EXECUTE AND DELIVER A LETTER CONTAINING CERTAIN REPRESENTATIONS AND AORKMENTS, AND 
PIRCHASERS AND SUBSEQUENT TRANSFEREES OF THE CLASS S NOTES. THE CLASS A NOTES, THE CLASS B NOTES. THE CLASS C NOTES, 
THE CLASS 0 NOTES. THE RECRJLATTON S CLASS E NOTES AND THE RECULAHON S INCOME NOTES WILL BE DEEMED TO HAVE MADE SUCK 
REPRESENTATIONS AND AGREEMENTS. AS SET FORTH UNDER "NOTICE TO INVEyTORS.' THE NOTES ARE NOT TRANSFERABLE EXCEPT IN 
ACCOTDANCE WITH THE RESTRICnOW DESCRIBED UNDER “NOTICE TO INVESTORS." 


Hie Offoed Nma ere bang offered by Goldtian, Saehi k Co. (la (he ok of (he Now offered outiide the Uaiied Suiec, aPiag thrtw^ iu sdUng 
agent) (the "Initial Puieheier"), a*je« to (he iniiiU PutehKet'i right to rejiM eny order in wboie gr ia pan. in one w mere Mgoiiiied trwuecumit « ntherariie at 
varying ptiem to be determined et the lime of rale pita acoued inierea, if aiy. Rot the Ciwing Oac (a) defined herein). It ii expeaed thU the Clin S New, the 
aw A Now. the Ciaii B Notea, the ain C Nutce, the Chw O Nocea (he ReguUtio* S aen £ Ngiet end d>e Rcgulaian $ Income Note* will be ready foe delivery 
in book enuy farm only ia New York. New York, on or abovi Oeeembcf 1, 2006 (the "Cloilag Oara~). ihroogh the fadlirie* of DTC aid in iht ease nflhe New ttrid 
ouBhkr die Unittd Stew, for the aetoimti of Evroelcv BaA S.A.ff4.V., u operator of the Etoociear Syitem ("Eweclea') end Cfoamrem Banking, socHtd uxmyme 
CaeaieiraBn"), egains payment therefor in btunediauly aveiieble fontk. It ii expeaed dtei the Clasi E Noru (oiha that die Rquimioa S Oiar E Nmei) end die 
Income Note* (other than the Rcguletioo S Income' Noice) will be ready for delivery ia deOnitive form ia New Yoik. New Yoik on the CfodAg Daa. ^aiui payment 
therefor in imr^iuely avtilaWe ftinda. The Now arid in relieiMe on Rule t44A ind, fotely inifce ea» ofthe income Now. to Aecretfitedlnveflori, will be iasued 
io minimitmdcnomiiuuion of U.S.S250,000 and m^raJ muliiri« ofU.S Jf in excur thereof. Tire Now cold in relittw on Rcguleion S wiS be itaued in innimum 
dencnrinitiwu ofUS.SiOO.OOO and inte^ inult$lea of U5S] ia execu thereof. 


Goldman, Sachs & Co. 
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Hudson Mezzanine Funding 2006-1, Ltd^ an exempted compjipy incorporated with limited liability under 
the laws of the Cayman Islands (the “Issuer*’), and Hudson Mezz^ine Funding 2006-1, Corp., a Delawaie 
corporation (die “Co-Issuer” and, tog«hw wth die Issuer, the “Issuers”), will issue U.S. $37,(X)0,W)0 prineipd 
arowint of Class S Floating Rale Not« Due 2012 (the “Qass S Notes”), U.SillO.OOO.OOO jM-incipal amount of 
Class A-f Floating Rate Notes Due 2042 (the "Class A-f Notes”), U.S.$120, 000,000 principal amount of Class A-b 
Floating Rate Notes Due 2042 (die “Class A-b Notes" and, together with the Class A-f Notes, the “Class A Notes"). 
U.S.5230,000,000 principal amount of Class B Floating Rate Notes Due 2042 (the “Class B Notes”). 
U.S.$I70, 000,000 fwincipa! amount of Class C Deferrable Floating Rate Notes Due 2042 (the “Class C Notes”) and 
U.S.$84,000,000 {^ncipai amount of Class D Deferrable Floating Rate Notes Due 2042 (the “Class D Notes" and, 
togethw with the CIms S Notes, Class A Notes, the Oass B Notes and the Class C Notes, the “C:o-Usued Notes”) 
and the issuer will issue U.S.S26,<M0,M0 princip^ amount of Class E Deferrable Floating Rate Nedes Due 2042 (the 
“Class E Notes” and, together with the Co-lssued NMes, the “Secured Notts”) pursuant to an Indenture (the 
“indenture”) dated on or about December 5, 2006 among the Issuers and The Bar* of New Yoilc Trust Company, 
National Association, as trustee and securities intermcdiMy (in such capacity, the “Trustee" and the “Set^rides 
Intermediary," respectively). 

In addition, the Issuer will issue U.S.S60,000,000 principal amount of Income Notes Due 2042 (the 
“Income Notes” and, together vriUi the Secured Notes, the “Notes”) pursuant to a Fiscal Agency Agreement dated on 
Of about December 5, 2006 (the “Fiscal Agen^ Agreement") between the Issuer and The Bank of New Ytwk Trust 
Company. National AsHKiadon, as fiscal agent (in such capacity, the “Fiscal Agent”). 

It is also anticipated that on the Closing Date the Issuer will enter into a swap transaction with an initial 
nt^ional amount of U.S.S1,2CK),<X>0,000 (the “Senior Swap") with Goldman Sachs International (in such capacity, 
the “Senior Swt^ Counterparty”). The Senior Swap is not offered hereby. 

The net proceeds received from the offering of the Notes .will be applied by the Issuer to ptachase the initial 
CoilatemI Securities (as defined herein) and certain Eligible investments (as defined herein) selected by the Credit 
Protection Buyer (as defined herein). The Collateral' Securities and Eligible Invesments (collectively, die 
“Collateral”), together with the Delivered Obligations (as defined herein), if any, delivered to the Issuer will -secure 
the Issuer’s (^ligations under a default swap transaction (the “Credit Default Swap”) to be entered into on the 
Closing Date by the issuer and Goldman Sachs Intemaiimiai (in such capacity, the “Credit Protection Buyer”) 
pursuant to which the Issuer (In such capacity, the "Credit Protection Seller”) will sell credit protection to the Credit 
Protection Buyer with respect to a portfolio (the "Reference Portfolio”) of Reference Obligaiions (as defined herein) 
consisting of Residential Mortgage-Backed Securities (as defined herein). Certain summary information about the 
Reference Portfolio is set forth in Appendix B to diis Offering Circular. The Collateral Securities, the Eligible 
Investments, the Delivered Obligations, the Issuer’s rights under the Liquidation Agency Agreement, the Collateral 
Put Agreement and the Senior Swap and certain other assets of the Issuer (collectively, the "Pledged Assets”) will be 
pledged under the Indenture to the Trustee, for the benefit of the Secured Parties (as defined herein), as security for, 
among other obligations, the Issuen’ obligations under die Soured Notes and the Senior Swap and to certain 
service providers. The Income Notes will be unsecured obligations of the Issuer. 

Interest will be payable on the Class S Notes, the Class A Notes, the Class B Notes, the Class C Notes, the 
Class D Notes and the Class E Notes in arrears on (he I2th day of each calendar month, or if any such date is not a 
Business Day (as defined herein), the immediately following Business Day (each date, a “Payment Date”) 
commencing April 12, 2007. The Class S Notes will bear interest at a per annum rate equal to LIBOR (as defined 
herein) plus 0.15% for each Interest Accrual Period (as defined herein). The Class A-fNoles willbear interest at a 
per sinum rate equal to LIBOR plus 0.26% for each Interest Accrual Period. The Class A-b Notes will bear interest 
at a per annum rate equal to LIBOR plus 0.50% for each Interest Accrual Period. The Ctass B Notes will bear 
interest at a pn- annum rate equal to LIBOR plus 0.62% for each Interest Accrual Period. The Class C Notes wilt 
bear intu'esl at a per annum rate equal to LIBOR ^/us 1.60% for each Interest Accrual Period. The Class D Notes 
will bear interest at a per annum rate equal (o LIBOR plus 3.75% for each Interest Accrual Period. The Class E 
Notes will bear interest at a per annum rale equal to LIBOR plus 6.75% for each Interest Accrual Period. Payments 
will be made on the Income Notes on each Payment Date commencing April 12, 2007, to the extent amounts are 
available therefore, as described herein. The Senior Swap Premium (as defined herein) will be payable by the issuer 
on each Payment Date, commencing April 12, 2007, at the rale of 0.20% per annum on'the Outstanding Notional 
Amount of the Senior Swap. 
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Al! ^yments on the Senior Swap and the Notes twII be made from Proceeds available in accordance with 
the Priority of Payments. On each Payment Date, except as otherwise provided in the Priority of Pjtyments, 
payments on the Class S Notes will be senior to payments on the Senior Swap, die Class A Notes, the Class B 
N«es, the Class C Notes, die Cl»s D Notes, die Class E Notes and the Income Notes; payments on the Seniw Swap 
and the Class A Notes vrill be made pro rata and will be senior to paymente on the Class B Notes, die Class C 
Notes, die Class D Notes, the Class E Notes and the Income N«e^ paymwits on the Class B Notes will be senior to 
payments on the Class C Notes, the Class D Notes, the Class E Notes and the Income Notes; payments on the 
Class C Notes will be s«iior to payments on the Class D Notes, the Class E Notes and the Inctmie Notes; p^ments 
on the Class D Notes vrill be smitor to payments on the.Class E Notes and the Income Notes; and payments on die 
C hs ? E Notes will be senior to pttymaits on the income Notes, in each case in accordance with the Priority of 
Payments as described herein. Cotain of the Secured Notes (other than the Class S Notes) arc subject to mandatory 
redemption and the notirmal amount of die Senior Swap is subject to reduction, in whole or in p«l, if a Coverage 
Test is not satisfied on any date of deieitnination which may result in variations to the ordt^ of distributimis 
described above and as more fully described in the Priority of Payments. 

"nie Senior Swap is subject to termination and the NoIm are subject to redemption, in each case, in whole 
and not in part, (i) at any time as a result of a Tax Redemption (as defmed herein), (ii) on an Auction Payment Date 
(as defined herein) as a result of a successful Aucticm (as defined .jherein) or (iii) as a result of an Optional 
Redemption (^ defined herein) on or after the April 2010 Payment Date. The stated maturity of the Notes (other 
than die Class S Notes) is the Payment Date in April 2042. The actual final distribution on the Notes (odier than the 
Class S Notes) is expected to occur substantially earlier. The ^ted maturity of the Class S Notes is the Payment 
Date in August 2012. See “Risk Factors — Notes — Average Lives, Duration and Prepayment Consida^tions." 

The Notes (other than the Class E Notes and the inewne Notes) sold in reliance on Rule 144A under the 
Securities Act (“Rule 144A”) will be evidenced by one or more global notes (the “Role 144A Global No^") in 
&!ly registered form without coupons, deposited a cu^odian fw, and registered in the name of, a nominee of 
The Depository Trust Company (“DTC’). Beneficial interests in the Rule 144A Global Notes will trade In DTC’s 
Same Day Funds Settlement System, and secondary market traJing activity in such interests will therefore settle in 
immediately available funds. Except as described herein, beneficial interests in the Rule 144 A Global Notes \rill be 
^owi on, and transfers thereof will be effected only through, records maintained by DTC and its direct and indirect 
participants. The Class E Notes and the Income Notes sold in reliance on Rule 144A under the Securities Act and, 
in the case of the income Notes only, to Accredited Investors who have a net worth of not less than U.S. SIO 
million, will be evidenced by one or more Definitive Notes in fully registered form. 

The Notes that are being offered hereby in reliance on the exemption from registration under Regulation S 
(collectively, the “Regulation S Notes”; in the case of the Qass E Notes, the “Regulation S Class E Notes”; and in 
the case of the Income Notes, the “Regulation S Income Notes”) have not been and will not be registered under the 
Securities Act and neither of the issuers will be registered under the Investment Company Act. The Regulation's 
Notes may not be offered or sold within the United Slates or to U.S. Persons (as defin^ in Regulation S) unless the 
purchaser certifies or is deemed to have certified that it is a qualified institutional buyer as defined in Rule 144A (a 
“Qualified Institutional Buyer") and a “qualified purchaser" for the purposes of Section 3(c)(7) of the investment 
Company Act (a "Qualified Purchaser"), and takes delivery-in the form-of an intcresi in a Rule 144A Global Note, a 
definitive Class E Note or a definitive Income Note, in an amount equal to at least U.S.S2S0,000. See “Description 
of the Notes" and “Underwriting." 

This Offtring Circular (tht "Offering Circular") is confidential and is being Jurnished by the Issuers (n 
connection with an offering exempt Jrom registration under the Securities Act. solely for the purpose of enabling a 
prospective investor to consider the purchase of the C^red Notes described herein. The information contained in 
this Offering Circular has been provided by the Issuers and other sources identified herein. No representation or 
warranty, express or implied, is made by the Initial Purchaser, the Liquidation Agent, the Credit Protection Buyer, 
the Senior ^ap Counterparty, the Collateral Pul Provider, the Trustee, the Note Agents, the Fiscal Agent, or the 
Income Note Transfer Agent (the Note Agents, the Fiscal Agent and the Income Note Transfer Agent, together, the 
"Agents") as to the accuracy or completeness of such irformalion, and nothing contained in this Offering Circular 
is, or shall be relied upon as, a promise or representation by the Initial Purchaser, the rntsfee, the Liquidation 
Agent, the Credit Protection Buyer, the Senior Swap Counterparty, the Collaieral Put Provider or the Agents. Any 
reproduction or distribution of this Offering Circular, in whole or in part, and any disclosure of Us contents or lae 
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of ony herein for any purpose other than considering an investment in the Offered Notes is prohibited 

Each offeree of the Offered Notes, by accepting delivery of this Offering Circular, agrees to the foregoing. 

THE NOTES OFFERED HEREBY HAVE NOT BEEN RECOMMENDED BY ANY UNITED 
STATES FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. 
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR 
DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE 
CONTRARY IS A CRIMINAL OFFENSE. 

The distribution of this Offering Circular and the offering and sale of the Offered Notes in certain jurisdictions may 
be restricted by law. The Issuers and the Initial Purchaser require persons into whose possession this Offwirjg 
Circular comes to inform themselves about and to observe any such restrictions. For a ftirther desenption of certain 
restrictions on offering and sales of the Offered Notes, see “Underwriting.” This Offering Circular docs not 
constinite an offer of, or invitation to purchase, any of the Offered Notes in any jurisdiction in which such offer 
or invitaticui would be unlawful. 


NOTICE TO NEW HAMPSHIRE RESIDENTS 

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A 
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED 
STATUTES ANNOTATED (“RSA 421-B”) WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT 
THAT A SECURITY IS EFFECHVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE 
OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE OF NEW 
HAMPSHIRE THAT ANY DOCUMENT HLED UNDER RSA 421-8 IS TRUE, COMPLETE AND NOT 
MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR 
EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE 
SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, 
OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY, OR TRANSACTION. 
IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER. 
CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF 
THIS PARAGRAPH. 


No invitation may be made to the public in the Cayman islands to subscribe for the Notes. 


NOTICE TO RESIDENTS OF THE REPUBLIC OF IRELAND 

THIS OFFERING CIRCULAR IS NOT A PROSPECTUS AND DOES NOT CONSTITUTE AN 
INVITATION TO THE PUBLIC TO PURCHASE OR SUBSCRIBE FOR ANY SECURITIES AND NEITHER IT 
NOR ANY FORM OF APPLICATION WILL BE ISSUED, CIRCULATED OR DISTRIBUTED TO THE 
PUBLIC. 

THIS OFFERING CIRCULAR AND THE INFORMATION CONTAINED HEREIN IS 
CONFIDENTIAL AND IS FOR THE USE SOLELY OF THE PERSON TO WHOM IT IS ADDRESSED. 
ACCORDINGLY, IT MAY NOT BE REPRODUCED IN WHOLE OR IN PART, NOR MAY ITS CONTENTS 
BE DISTRIBUTED IN WRITING OR ORALLY TO ANY THIRD PARTY AND IT MAY BE READ SOLELY 
BY THE PERSON TO WHOM IT IS ADDRESSED AND HIS/HER PROFESSIONAL ADVISERS. 

in this Offering Circular, references to “U-S. Dollars,” **$” and “U.S.S” are to United States dollars. 
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The Issuers having made all reascmable inquiries, confimt that the Information contained in this OffCTing 
Circular is true and correct in ai! matoial respects and is no! misleading, thsi the opinions and intentiwis ex|vesed 
In this Offering Circular are hon«tly held and fliat there are no other facts the omission of vriiich would make any 
such information or foe expression of any sudi opinions or intentions misleading and, as applicable, take 
responsibility, according. 

No person has beat utfoorized to pve any information or to make any representation other than those 
contained in this Offering Cirwilar, and, if pven or made, such information or rqjresentation must not be relied 
upon as having been authorized. This Offering Circular docs not constitute an offer to sell or foe solicitation of an 
offer to buy any securities (^er thar foe securities to wfoich it relates, or an offer to sell or foe solicitation of an ofTw 
to buy such securities by any person in any circumstances in which such offer or solicitation is unlawful. Neither 
foe delivery of this Offering Circular nor any sale hereunder shall, under any circumstance, oeatc any implication 
that foe information containtxf hetein is correct as of any time subsequent to the date of this Offering Circular. 

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED HEREIN, A PROSPECTIVE 
INVESTOR (AND EACH EMPLOYEE, REPRESENTATIVE. OR OTHER AGENT OF A PROSPECTIVE 
INVESTOR) MAY DISCLOSE TO ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, THE 
TAX TREATMENT AND TAX STRUCTURE OF THE TRANSACTIONS DESCRIBED IN THIS OFFERING 
CIRCULAR AND ALL MATERIALS OF ANY KIND THAT ARE PROVIDED TO THE PROSPECTIVE 
INVESTOR RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE (AS SUCH TERMS ARE 
DEFINED IN TREASURY REGULATION SECTION 1.601 1-4). THIS AUTHORIZATION OF TAX 
DISCLOSURE IS RETROACTIVELY EFFECTIVE TO THE COMMENCEMENT OF DISCUSSIONS WITH 
PROSPECTIVE INVESTORS REGARDING THE TRANSACTIONS CONTEMPLATED HEREIN. 

PROSPECTIVE INVESTORS SHOULD READ THIS OFFERING CIRCULAR CAREFUL LY BE FORE 
DECIDING WHETHER TO INVEST IN THE SECURITIES AND SHOULD PAY PARTICULAR ATTENTION 
TO THE INFORMATION SET FORTH UNDER THE HEADING “RISK FACTORS.” INVESTMENT IN THE 
SECURITIES IS SPECULATIVE AND INVOLVES SIGNIFICANT RISK. INVESTORS SHOULD UNDER- 
STAND SUCH RISKS AND HAVE THE FINANOAL ABILITY AND WILLINGNESS TO ACCEPT THEM 
FOR AN EXTENDED PERIOD OF TIME. 
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NOTICE TO INVESTORS 

Because of ihe following restrictions, purchasers are aetvised to consul! legal counsel prior to making any 
offer, resale, pledge or other transfer of the Notes. 

Each purchaser who has purchased Class S Notes, Gass A Nptes, Gass B Notes. Class C Notes, C)b;» D 
Notes, Regulation S Class E No^ and Regulation S Income Notes, will be deemed to lave represented and a^ed, 
and each purchaser of Class E Notes (other than the Regulation S Class E Notes) and Income Notes (other than flte 
Regulation S Income Notes) will be required to represott and agree, in each case with respect to such Notes, as 
follows (terms used hwein that are defin^ in Rule 144A or Regulation § are herein as defined thaein): 

1. (a) In the case of Secured Notes sold in reliance on Rule I44A (the “Rule I44A Notes"), die 
purchaser of such Rule 144A Notes (i) is a qualified institutional buyer (as defined in Rule 144A) (a “(^alificd 
InstituUtmal Buyer"), (ii) is aware that the sale of Secured Not« to it is being made in reliance on Rule 144/^ (iii) is 
acquiring the Rule 144A Notes for its own account or for the account of a Qualified liiaitutional Buyer as to which 
the purchasw exercises sole investment discretion, and in a principal amount of not less than U.S.$250,000 and (iv) 
will provide notice of the transfer restrictions described in this “Notice to Investors" to any subsequuit transferees. 

(b) In the case of the Income Notes (other than the Regulation S income Notes), du 
p^haser of such Income N(^ (i) is a Qualified Institutional Buyer, (ii) is aware that the sale of the income Notes 
to It is being made in rciiance on Rule 144A,.(iii> is acquiring the Income Notes for its own account or for die 
account of a Quaiifi«l Institutional Buyer as to whidi the {ntrchaser exercises sole investment discretion, and, unless 
otherwise permitted by the Fiscal Agency Agreement is purchasing a principal amount of not less than $250,0(10 for 
the purchaser and for each such account and (iv) will provide nc^ce of the transfer restrictions described in this 
'‘Notice to Investora” to any subsequent transferees; or, if ihe purchaser is not a Qualified Institutional Buyer, such 
purtdiaser (w) is a person who is an "accredited investor” (as defined in Rule 501(a) under the Securities Act) (an 
"Accredited lnv«tor") who has a net worth of not less than U.S.$ 10 million that is purchasing the Income Notes for 
its own account, (x) is not acquiring the Income Notes with a view to any resale or distribution thereof, other than in 
accordance with the restrictions set forth below, (y) is purdiasing a principal amount of not less than $250,000 
(unless oUierwise permitted by the Fiscal Agency Agreement) and (z) will provide notice of Ihe transfer restrictions 
described In this “Notice to Investors” to any sulwequent transferees. 

2. The purchaser understands that the Notes have not been and will not be registered or qualified 
under Uie Securities Act or any applicable slate securities laws or the securities laws of any other jurisdictron, are 
being offered only in a transaction not involving any puWk offering, and may be rcoffered, resold or pledged or 
otherwise transferred only (AXi) to a person whom die purchaser reasonably believes is a Qualified Institutional 
Buyer and is purchasing for its own account or for die account of a Qualifi^ Institutional Buyer as to which the 
purchaser exercises sole investment discretion in a transaction meeting the requirements of Rule I44A, (ii) to anon* 
U.S. Person in an offshore transaction complying with Rule 903 or Rule 904 of Regulation S or (iii) solely in the 
case of the Income Notes, to an Accredited Investor who has a net worth of not less than U.S.$1() million, and, in 
each case, who shall have satisfied, and in the case of Class E Notes (other than the Regulation S Class E Notes) and 
Income Notes (other than the Regulation S Income Notes) shall have represented, warranted, covenanted and 
B^eed, or, in all other cases, shall be deemed to have satisfied, and shall be deemed to have represented, warranted, 
covenanted and agreed that it will continue to comply widi, all requirements for transfer of the Notes specified in ■ 
this Offering Circular, in (he case of the Secured Notes, (Iw Indenture, and, in the case of the Income Notes, the 
Fiscal Agency Agreement, and all other requirements fw h to qualify for an exemption from registration under the 
Securities Act and (B) in accordance with all applicable securities laws of the states of the United States. Before any 
interest in a Rule I44A Note may be offered, sold, pledged or otherwise transferred to a person who lakes delivery 
in the form of an interest in a Regulation S Global Note, the transferor will be required to provide the Note Transfer 
Agent with a written certification (in the form provided in the Indenture) as to compliance with tite transfer 
resirit^ions desCTibed herein. Before any interest in a Class E Note (other than a Regulation S Class E Note) or an 
Income Note (other than a Regulation S Income Note) may be offered, sold, pledged or otherwise transferr^, the 
transferee will be required to provide the Issuer, and, in tiie ca^ of a Class E Note, the Note Transfer Agent, and, in 
the case of an Income Note, the Income Notes Transfer Agent, with a letter substantially in the form attached to this 
Offering Circular as Annex A-1 (the "Income Note Purchase and Transfer Lener") or Annex A-2 (the "Class E Note 
Purchase and Transfer Ltnter”). Ihe purchaser understands and agrees that any purported transfer of Notes to a 
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purchaser that docs not comply with the requirements of Ais paiagreph (2) will, in die case of the Class S Notes, 
Class A Notes. Class B Notes, Class C Notes, Class D Notes, Regulatiqn S Class E Notes and Regulation S Income 
Nows, be null and void ab Iniiio, and, in the case of die Class E Notcs'<other than die Regulation S Class E Notes) 
and the Incrane Notes (othw than fte Reflation S Income Nows), not be pt^itted or registwed by (i) in the case 
of the Class E Notes, the Now Transfer Agent and (iO m the case of the Income Notes, the Inccmie Notes Transfer 
Agent. The purdiaser ftirther understands that the issuers have the ri|^ to compel any beneficial owner of N^es 
diat is a U.S. Person and is not a Qualified Institutional Buyer or, in the case of the Income Notes, not an Accredited 
Investor, to sell its interest in such Notes, or the Issuers sell such Notes on behalf of such owner. 

3. The purchaser of «ich Notes also understands that neither of the Issuws has beai r^sWred under 
die Investment Company Act. In die case of die Rule 144A Notes and the Income Notes (otho’ dian die Regulation S 
Income Nows) described in paragr^h (1) above, the purchaser and each account for which the purchase is 
acquiring Mich Notes is a qualified purchaser for the purposes of Section 3(cK7) of the Investment Company Act (a 
“Qualified Purchaser”). Tlie purchaser is acquiring Notes in a principal amount, in the case of Rule 144A Not« 
and, in the case of Income Notes sold to Accredited Investtss, of not less than U.S.$250,000, or, in the case of Notes 
sold in reliance on Regulation S (“Regulation S Notes"), of not less than U.S31QO,000, in each case for the 
purchaser and for each such account. The purchaser (or if the purdiaser is acquiring Notes for any account, each 
s^ Mcount) is acquiring the Notes as principal for hs own account for investment and not for sale in conmwtion 
with any distribution thereof. The purchasn' and each such account: (a) was not formed for the specific purpose of 
invei^ing in the Notes (except when each beneficial owner of the purchaser and each such account is' a Qualified 
Purchaser), (b) to the extent the purchaser is a private investment company formed befcK^e April 30, 1996, the 
purchaser has received the necessary consent from its beneficial owners, (c) is not a pension, profit sharing or other 
retirement trust fund or plan in whidi the partners, beneficiaries or participuts, as applicable, may desi^aW the 
particular investments to be made and (d) is not a brewer dealer that owns and invests on a discretionary basis less 
than U.S.S25,000,000 in securities of unaffillated issuers. Further, the purchaser agrees with respect to itself and 
each such account: (i) that it shall not hold such Notes feu- die benefit of any odier person and shall be the sole 
benefidal owner diereof for all purposes and (ii) that it shall not sell partcipation inwrests in the Notes or enwr into 
any other arrangement pursuant to which any other person shall be emitled to a beneficial Interest In the distribution^ 
on the Notes. The purdiaser understands and agrees that any puiporWd transfer of Notes to a purchaser that does not 
comply with the requirements of this paragraph (3) will, in the case of the Class S Notes, the Class A Notes, the 
Class B Notes, the Class C Nows, the Class D Notes, the Regulation S Class E Notes and the RcgulMloo S Income 
Notes, be null and void ab Initio, and, in the case of die Class E Nows (other than the Regulation S Class E Notes), 
not be pemiitted or registered by the Note Transfer Agent and, in the case of the Income Notes (other than the 
Regulation S Income Nows), not be permined or registered by the Income Notes Transfer Agent. The purchaser 
further understands that the Issuers have the right to cwnpel any beneficial owner of Notes that is a U.S. Person and 
is not a Qualified Purchaser to sell its interest in such Notes, or the Issuers may sell such Notes on behalf of such 
owner. 


4. (a) . With respect to the Class S Notes, Class A Notes, Class B Notes, Class C Notes and 

Class D Notes, each purchaser will be deemed, by its purchase, to have represented and warranted that either (1) the 
purchaser is not and will not be an “employee benefit plan" as defined in and subject to Title 1 of the United Slates 
Employee Retirement Income Security Act of 1974, as amended (“ERISA"), a plan as defined in and subject to 
Section 4975 of the United States Internal Revenue Code of 1986, as amended (the "Code"), any entity whose 
underlying assets include *^lan assets” by reason of an employee benefit plan’s or other plan's investment in the 
entity, or another employee benefit plan subject to any feder^, stale, local or forei^ law that is substantially similar 
to the provisions of Section 406 of ERISA, or Section 4975 of the Code (“Similar Law") or (ii) the purchaser’s 
purchase and holding of a Note does not and will not constitute or result in a prohibit^ transaction under Section 
406 of ERISA or Sectiwi 4975 of the Code (or, in the case of such another plan, any Simiiar Law) for which an 
exemption is not available. The purchaser understands and agrees that any purported transfer of a Note to a 
purchaser th^ does not comply with the requirements of this paragraph (4)(a) shall be null and void ab iniiio. 

(b) With respect to the Class E Notes (other than the Regulation S Class E Notes) and the 
Income Notes (other than the Regulation S Income N<nes) purchased or transferred on or after the Closing Date, the 
purchaser or transferee must disclose in writing in advance to the Note Transfer Agent or the Income Notes Transfer 
Agent, as ^plicabte, (i) whedier or not h is (A) an “employee benefit plan” as defined in and subject to Title I of 
ERISA, (B) a “plan” as described in and subject to Section 4975 of the Code, or (C) an entity whose underlying 
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assets include *^]8n assets” wittun die meaning of EHISA by reason of an employee benefit or other plan’s 
investment in the entity (all such pmons and entities described in clauses (A) tivough (Q being referred to herein as 
‘‘Benefit Plan Investors”); (ii) if Uie purchaser is a Benefit Plan Investor (or odier employee benefit plan subject to 
Similar Law), then (x) the purchase and holding of the Class E Notes and/or die Income Notes will not constitute «■ 
i^ll in a prohibited tmisaction under Section 406 of ERISA or Section 4975 of the Code (or, in dte case of another 
wnployee benefit plan subject to Similar Law, any Simitar Law) for which an exemption is not available or (y) 
solely in the case of Benefit Pliui Investors, the purchase and holding of income Notes is exempt under an identified 
^hibi^ Transaction Class Exemption or individual exemption, based on the sumption ^at i»s titan 25% of 
each of the Outstanding Class E Notes and the Outstanding income Notes are owned by Bcmefit Plut Investor; uid 
(iti) whether or imt it is the Issuer or any other persmt (other than a Benefit Plan Investor) titat has disaretionaiy 
authority or control with respect to the assets of the Issuer, a person who |»'Ovtdes investment advice for a fee (direct 
or indirect) with respet^ to the assets of the issuer, or any ‘'anHiate" (within the meaning of 29 C.F.R. Section 
25l0.3-l0l(fX3)) of any such pwspn (a ‘‘Controlling Perswi’O- If a purchaser is an insurance comply acting on 
b^aif of its general account or another entity deemed to be holding plan assets, it may be required to so indicate, 
and to identify a maximum percentage of the assets in such general account or entity that may be or become plan 
assets, in which case the purchaser will be required to make certain further agreements that would apply in the eveiti 
that sudi maximum percentage would thereafter be exceected. The purchaser agrees that, before any interest in a 
Class E Nme (other than a Regulation S Class E Note) or an Income Note (other than a Regulation S Income Ncrte) 
may be offered, sold, pledged or otherwise transferred, the transferee will be required to provide the Note Transfer 
Agent with a Class E Notes Purchase and Transfer Letter or the Income Notes Transfer Agent with an Income Notes 
Purchase and Transfer Letter, as applicable, stating, among other things, whether the transferee is a Benefit Plan 
investor. The purchaser acknowl^gcs and agrees that no purchase or transfer will be pennitted, and the Note 
Transfer Aguit or the Income Notes Transfer Agent, as applicable, will not register any such transfer, to the extent 
that the purchase or transfer would result in Benefit Plan Investors owning 25% or more of the total value of either 
the Outstanding Class E Notes or the Outstanding Income Notes immediately after such piuchase or transfer 
(detennined in accordance with the Indenture or Fiscal Agoicy Agreement, as applicable). The foregoing 
procedures are intended to enable the Class E Notes (other than the Regulation S Class E Notes) and tite Income 
Notes (other than the Regulation S Income Notes) to be purchased by or transferred to Benefit Plan Investors at any 
time, although no assurance can be given thu there will not be circumstances in which purchases or transfers of 
Clus E Notes or Income Notes will be required to be restricted in order to comply with the aforementioned 25% 
limitation. See “ERISA Considerations." 

(c) With respect to the Regulation S Class E Notes and the Regulation S Income Notes, each 
purchaser will be deemed, by its purchase, to have represented and warranted that it is not a Benefit Plan Investor or 
a Controlling Person. Each purchaser also will be de^ed, by its purchase, to have represented and warranted that if 
it is an employee benefit plan subject to Similar Law, then its purchase and holding of Income Notes do not and will 
not constitute or result in a violation of any Similar Law for w4iidi an exemption is not available. The purchaser 
understands and agrees that any purported transfer of a Note to a purchaser that does not comply with the 
requirements of this paragraph 4(c) shall be null and void ob iniiio. 

5. The purchaser is not purchasing the Notes with a view toward the resale, distribution or other 
disposition thereof in violation of the Securities Act. The purchaser understands that an invesunent in the Notes 
involves certun risks, including the risk of loss of its entire investment in the Notes under certain circumstances. 
The purchaser has had access to such financial and other information concerning the Issuers and the Notes as it 
deemed necessary or appropriate in order to make an infonned investment decision with respect to its purchase of 
the Notes, including an opportunity to ask questions of, and request information from, the Issuer. 

6. In connection with the purchase of the Notes: (i) none of the Issuers, the Initial Purchaser, the 
Liquidation Agent, the Tnisiee, the Agents, the Administrator or the Share Trustee (as defined herein) is acting as a 
fiduciary or financial or investment adviser for the purchaser; (ii) the purchaser is not relying (for purposes of 
making any inve^ment decision or otherwise) upon any advice, counsel or representations (whiter written or ora!) 
of the Issuers, the Initial Purchaser, tiie Liquidation Agent, the Trustee, the Agents, the Administrator or the Share 
Trustee other than in this Offering Circular for such Notes and any representations expressly set forth in a written 
agreement with such party; (iii) none of the issuors, the Initial Purchaser, the Liquidation Agent, the trustee, the 
Agents, the Collateral Put Provider, the Credit Protection Buyer, the Senior Swap Counterparty, the Administrator cx 
the Share Trustee has given to the purchaser (directly or indirectly through any other person) any assurance, 
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guamitee or rejH-esentation whatsoever as to the expected at projected siccess, profitabiUty. resim, performance, 
results, effcci, consequence or benefit (including legal, rcgulato^, tax, financial, accounting or odierwise) as to an 
investmrat in the Notes; (iv) the purchaser has consulted with its own legal, regulatory, tax, business, investment, 
financial Md accounting advisors to the extent it has deemed necessary, and It has made its own investmatt 
decisions (including decisions regarding the suitabili^ of any trans^ion pursuant to die Indenture and Fiscal 
Agency Agreement) based upon its own judpneni ai^ upon any advice from such advisors m It has deemed 
necessary and not upon any view expressed by Issuers, ^ Initial Purchaso', the Liquidation Agent, the Trustee, the 
Agents, ftc Collateral Put Provider, Ac Credit Protection Buyer. Ae Senior Swap Counterparty, Ac Administrator or 
Ae Share Trustee; (v) Ae purchaser has evaluated Ae rates, prices w amounts mi oAer terms and conditiwis of Ae 
purchase and sale of the Notes wiA a fiill understanding of all of Ae rides thereof (economic and oAerwise), and is 
capable of ai^umtng arel willing to assume (financially and otherwise) those risks; and (vi) the purchaser is a 
sophistic^ investor. 

7. Pursuant to Ae terms of Ae Indenture, unless oAerwise determined by Ae Issuers in accordance 
wiA Ac Indenture, Ae Class S Notes, Class A Notes, Ae Class B Notes, Ac Class C Notes and Ac Class D Notes 
will bear a legend to Ae following effect; 

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES 
SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT), AND THE ISSUERS HAVE 
NOT BEEN REGISTERED UNDER THE UNITED STATES INVESTMENT COMPANY ACT OF 
!9«), AS AMENDED (THE “INVESTMENT COMPANY ACT'). THE HOLDER HEREOF, BY 
PURCHASING THE NOTES IN RESPECT OF WHICH THIS NOTE HAS BEEN ISSUK), AGREES 
FOR THE BENEFIT OF THE ISSUERS THAT THE NOTES MAY BE OFFERED, SOLD, PLEDGED 
OR OTHERWISE TRANSFERRED, ONLY (AKO TO A PERSON WHOM THE SELLER 
REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER AS DEFINED IN RULE 
I44A UNDER THE SECURITIES ACT THAT IS NOT A BROKER DEALER WHICH OWNS AND 
INVESTS ON A DISCRETIONARY BASIS LESS THAN $25 MILLION IN SECURITIES OF ISSUERS 
THAT ARE NOT AFFILIATED PERSONS OF THE INITIAL PURCHASER AND IS NOT A PLAN 
REFERRED TO IN PARAGRAPH (aXlXiXD) QR (aXIK‘XE) OP I^OLE 144A OR A TRUST FUND 
REFERRED TO IN PARAGRAPH (aXlX'XF) OF RULE 144A THAT HOLDS THE ASSETS OF SUCH 
A PLAN. IF INVESTMENT DECISIONS WITH RESPECT TO THE PLAN ARE MADE BY THE 
BENEFICIARIES OF THE PLAN. PURCHASING FOR ITS OWN ACCOUNT OR FOR THE 
ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER, IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE H4A UNDER THE SECURITIES ACT OR (2) TO A NON U.S. PERSON 
IN AN OFFSHORE TRANSACTION COMPLYING WITH RULE 903 OR RULE 904 OF 
REGULATION S UNDER THE SECURITIES ACT AND, IN THE CASE OF CLAUSE (1), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $250,000 OR IN THE CASE OF CLAUSE (2), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $100,000, FOR THE PURCHASER AND FOR BACH 
ACCOUNT FOR WHICH IT IS ACTING. TO A PURCHASER THAT. OTHER THAN IN THE CASE 
OF CLAUSE (2), (V) IS A QUALIFIED PURCHASER FOR PURPOSES OF SECTION 3(cX7) OF THE 
INVESTMENT COMPANY ACT, (W) WAS NOT FORMED FOR THE PURPOSE OF INVESTING IN 
THE ISSUER (EXCEPT WHEN EACH BENEFICIAL OWNER OF THE PURCHASER IS A 
QUALIFIED PURCHASER). (X) HAS RECEIVED THE NECESSARY CONSENT FROM ITS 
BENEFICIAL OWNERS WHEN THE PURCHASER IS A PRIVATE INVESTMENT COMPANY 
FORMED BEFORE APRIL 30, 1996, (Y) IS NOT A BROKER DEALER THAT OWNS AND INVESTS 
ON A DISCRETIONARY BASIS LESS THAN $25,000,000 IN SECURITIES OF UNAFFILIATED 
ISSUERS AND (Z) IS NOT A PENSION, PROFIT SHARING OR OTHER RETIREMENT TRUST 
FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR PARTICIPANTS, AS 
APPLICABLE, MAY DESIGNATE THE PARTICULAR INVESTMENTS TO BE MADE. AND IN A 
TRANSACTION THAT MAY BE EFFECTED WITHOUT LOSS OF ANY APPLICABLE 
INVESTMENT COMPANY ACT EXEMPTION AND (B) IN ACCORDANCE WITH ALL 
APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED STATES. EACH HOLDER 
HEREOF SHALL BE DEEMED TO MAKE THE REPRESENTATIONS AND AGREEMENTS SET 
FORTH IN THE INDENTURE (AS DEFINED HEREIN). ANY TRANSFER IN VIOLATION OF THE 
FOREGOING WILL BE OF NO FORCE AND EFFECT, WILL BE NULL AND VOID AB INITIO AND 
WILL NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, 
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NOTWITHSTANDING ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS. THE NOTE 
TRANSFER AOENT OR ANY INTERMEDIARY. EACH TRANSFEROR OF THIS NOTE WILL 
PROVIDE NOTICE OF THE TRANSFER RESTRICTIONS SET FORTH HEREIN AND IN THE 
INDENTURE TO I're TRANSFEREE. IN ADDITION TO THE FOREGOING, THE ISSUERS HAVE 
THE RIGHT, UNDER THE INDENTURE (AS DEFINED HEREIN). TO COMPEL ANY BENEFICIAL 
OWNER OF AN INTEREST IN A RULE I44A GLOBAL NOTE (AS DEFINED IN THE INDENTURE) 
THAT IS A U.S. PERSON AND IS NOT BOTH A QUALIFIED PURCHASER AND A QUALIFIED 
INSTITUTIONAL BUYER TO SELL ITS INTEREST IN THE NOTES. OR MAY SELL SUCH 
INTERESTS ON BEHALF OF SUCH OWNER. 

THE HOLDER HEREOF, BY PURCHASING THE NOTES IN RESPECT OF WHICH THIS NOTE 
HAS BEEN ISSUED, AGREES FOR THE BENEFIT OF THE ISSUERS THAT EITHER (I) THE 
HOLDER IS NOT AND WILL NOT BE AN EMPLOYEE BENEFIT PLAN AS DEFINED IN AND 
SUBJECT TO TITLE I OF THE UNITED STATES EMPLOYEE RETIREMENT INCOME SECURITY 
ACT OF 1974, AS AMENDED C'ERISA")), A W.AN DEFINED IN AND SUBJECT TO SECTION 4975 
OF THE UNITED STATES INTERNAL REVENUE CODE OP 1986, AS AMENDED (THE “CODE”), 
OR ANY ENTITY WHOSE UNDERLYING ASSETS INCLUDE “PLAN ASSETS” BY REASON OF 
ANY SUCH EMPLOYEE BENEFIT PLAN’S OR OTHER PLAN’S INVESTMENT IN THE ENTITY, 
OR ANOTHER EMPLOYEE BENEFIT PLAN SUBJECT TO ANY FEDERAL, STATE, LOCAL OR 
FOREIGN LAW THAT IS SUBSTANTIALLY SIMILAR TO THE PROVISIONS OF SECTION 406 OF 
ERISA OR SECTION 4975 OF THE CODE (“SIMILAR LAW”) OR (II) THE HOLDER’S PURCHASE 
AND HOLDING OF A NOTE DO NOT AND WILL NOT CONSTTFUTE OR RESULT IN A 
PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE 
(OR, IN THE CASE OF SUCH ANOTHER PLAN. ANY SIMILAR LAW) FOR WHICH AN 
EXEMPTION IS NOT AVAILABLE. ANY PURPORTED TRANSFER OF A NOTE TO A HOLDER 
THAT DOES NOT COMPLY WITH THE REQUIREMENTS SET FORTH ABOVE SHALL BE NULL 
AND \0\XiAB INITIO. 

ANY TRANSFER. PLEDGE OR OTHER USE OF THIS NOTE FOR VALUE OR OTHERWISE BY OR 
to ANY PERSON IS WRONGFUL SINCE THE REGISTERED OWNER HEREOF, CEDE & CO,, HAS 
AN INTEREST HEREIN, UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED 
REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY (“DTC”). NEW YORK., NEW 
YORK, TO THE ISSUERS OR THEIR AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE 
OR PAYMENT AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE L CO. OR OF 
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OP DTC 
(AND ANY PAYMENT HEREON IS MADE TO CEDE & CO.). 

TRANSFERS OF THIS NOTE SHALL BE LIMITED TO TRANSFERS IN WHOLE, BUT NOT IN 
PART, TO NOMINEES OF DTC OR TO A SUCCESSOR THEREOF OR SUCH SUCCESSOR’S 
NOMINEE AND TRANSFERS OF PORTIONS OF THIS NOTE SHALL BE, LIMITED TO 
TRANSFERS MADE IN ACCORDANCE WITH THE RESTRICTIONS SET FORTH IN THE 
INDENTURE. 

PRINCIPAL OF THIS NOTE IS PAYABLE AS SET FORTH HEREIN. ACCORDINGLY, THE 
OUTSTANDING PRINCIPAL OF THIS NOTE AT ANY TlKiE MAY BE LESS THAN THE AMOUNT 
SHOWN ON THE FACE HEREOF. ANY PERSON ACQUIRING THIS NOTE MAY ASCERTAIN ITS 
CURRENT PRINCIPAL AMOUNT BY INQUIRY OF THE NOTE PAYING AOENT. 


8. Pursuant to the terms of the iRdenturc, unless otherwise determined by the Issuer in accordance 
with the Indentan;, the Regulation S Class E Notes will bear a legend to the following eflect; 

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES 
SECURITIES ACT OF 1933; AS AMENDED (THE “SECURITIES ACT’), AND THE ISSUERS HAVE 
NOT BEEN REGISTERED UNDER THE UNITED STATES INVESTMENT COMPANY ACT OF 
1940, AS AMENDED (THE "INVESTMENT COMPANY ACT'). THE HOLDER HEREOF, BY 
PURCHASING THE NOTES IN RESPECT OF WHICH THIS NOTE HAS BEEN ISSUED. AGREES 
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FOR THE BENEFIT OF THE ISSUERS THAT THE NOTES MAY BE OFFERED, SOLD, PLEDGED 
OR OTHERWISE TRANSFERRED, ONLY (AXO TO A PERSON WHOM THE SELLER 
REASONABLY BELIEVES IS A QUAUFIED INSTITUTIONAL BUYER AS DEFINED IN RULE 
I44A UNDER THE SECURITIES ACT THAT IS NOT A BROKER DEALER WHICH OWNS AND 
INVESTS ON A DISCRETIONARY BASIS LESS THAN $25 MILLION IN SECURITIES OF ISSUERS 
THAT ARE NOT AFFILIATED PERSONS OF THE INITIAL PURCHASER AND IS NOT A PLAN 
REFERRED TO IN PARAGRAPH («X>X>XD) OR (•XIXW Of ROLE I44A OR A TRUST FUND 
REFERRED TO IN PARAGRAPH (aXlXIX6 OF RULE I44A THAT HOLDS THE ASSETS OF SUCH 
A PLAN. IF INVESTMENT DECISIONS WITH RESPECT TO THE PLAN ARE MADE BY THE 
BENEFICIARIES OF THE PLAN, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE 
ACCOUNT OP A QUALIFIED INSTITUTIONAL BUYER, IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE 1 44A UNDER THE SECURITIES ACT OR (2) TO A NON U.S. PERSON 
IN AN OFFSHORE TRANSACTION COMPLYING WITH RULE 903 OR RULE 904 OF 
REGULATION S UNDER THE SECURITIES ACT AND, IN THE CASE OF CLAUSE (I), IN A 
PRINaPAL AMOUNT OF NOT LESS THAN $250,000 OR IN THE CASE OF CLAUSE (2), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $100,000, FOR THE PURCHASER AND FOR EACH 
ACCOUNT FOR WHICH IT IS ACTING, TO A PURCHASER THAT, OTHER THAN IN THE CASE 
OF CLAUSE (2), (V) IS A QUALIFIED PURCHASER FOR PURPOSES OF SECTION 3(cX7) OF THE 
INVESTMENT COMPANY ACT, (W) WAS NOT FORMED FOR THE PURPOSE OF INVESTING IN 
THE ISSUER (EXCEPT WHEN EACH BENEFIOAL OWNER OF THE PURCHASER IS A 
QUALIHED PURCHASER), (X) HAS RECEIVED THE NECESSARY CONSENT FROM ITS 
BENEFICIAL OWNERS WHEN THE PURCHASER IS A PRIVATE INVESTMENT COMPANY 
FORMED BEFORE APRIL 30, 1996, (Y) IS NOT A BROKER DEALER THAT OWNS AND INVESTS 
ON A DISCRETIONARY BASIS LESS THAN $25,000,000 IN SECURITIES OF UNAFFILIATED 
ISSUERS AND (Z) IS NOT A PENSION, PROFIT SHARING OR OTHER RETIREMENT TRUST 
FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR PARTICIPANTS, AS 
APPLICABLE, MAY DESIGNATE THE PARTICULAR INVESTMENTS TO BE MADE, AND IN A 
TRANSACTION THAT MAY BE EFFECTED WITHOUT LOSS OF ANY APPLICABLE 
INVESTMENT COMPANY ACT EXEMPTION AND (B) IN ACCORDANCE WITH ALL 
APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED STATES. EACH HOLDER 
HEREOF SHALL BE DEEMED TO MAKE THE REPRESENTATIONS AND AGREEMENTS SET 
FORTH IN THE INDENTURE (AS DEFINED HEREIN). ANY TRANSFER IN VIOLATION OF THE 
FOREGOING WILL BE OF NO FORCE AND EFFECT, WILL BE NULL AND VOID AS INITIO AND 
WILL NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, 
NOTWITHSTANDING ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS. THE NOTE 
TRANSFER AGENT OR ANY INTERMEDIARY. EACH TRANSFEROR OF THIS NOTE WILL 
PROVIDE NOTICE OF THE TRANSFER RESTRICTIONS SET FORTH HEREIN AND IN THE 
INDENTURE TO ITS TRANSFEREE. IN ADDITION TO THE FOREGOING. THE ISSUERS HAVE 
THE RIGHT, UNDER THE INDENTURE (AS DEFINED HEREIN), TO COMPEL ANY BENEFICIAL 
OWNER OF AN INTEREST IN A RULE I44A GLOBAL NOTE (AS DEFINED IN THE INDENTURE) 
THAT IS A U.S. PERSON AND IS NOT BOTH A QUALIFIED PURCHASER AND A QUALIFIED 
INSTITUTIONAL BUYER TO SELL ITS INTEREST IN THE NOTES, OR MAY SELL SUCH 
INTERESTS ON BEHALF OF SUCH OWNER. 

WITH RESPECT TO THE CLASS E NOTES PURCHASED OR TRANSFERRED ON OR AFTER THE 
CLOSING DATE, THE PURCHASER OR TRANSFEREE MUST DISCLOSE IN WRITING IN 
ADVANCE TO THE NOTE TRANSFER AGENT (0 WHETHER OR NOT IT IS (A) AN "EMPLOYEE 
BENEFIT PLAN" AS DEFINED IN AND SUBJECT TO TITLE I OF THE UNITED STATES 
EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED ("ERISA"), (B) A 
“PLAN” DESCRIBED IN AND SUBJECT TO SECTION 4975 OF THE UNITED STATES INTERNAL 
REVENUE CODE OF 1986, AS AMENDED (THE "CODE”), OR (C) AN ENTITY WHOSE ASSETS 
INCLUDE "PLAN ASSETS" WITHIN THE MEANING OF ERISA BY REASON OF AN EMPLOYEE 
BENEFIT PLAN OR OTHER PLAN’S INVESTMENT IN THE ENTITY (ALL SUCH PERSONS AND 
ENTITIES DESCRIBED IN CLAUSES (A) THROUGH (C) BEING REFERRED TO HEREIN AS 
“BENEFIT PLAN INVESTORS"); (ii) IF THE PURCHASER OR TRANSFEREE IS A BENEFIT PLAN 
INVESTOR (OR ANOTHER EMPLOYEE BENEFIT PLAN SUBJECT TO ANY FEDERAL, STATE, 
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LOCAL OR FOREIGN LAW THAT IS SUBSTANTIALLY SIMILAR TO THE PROVISIONS OF 
SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE (“SIMILAR LAW")). THAT THE 
PURCHASE AND HOLDING OR TRANSFER AND HOLDING OF CLASS E NOTES WILL NOT 
CONSTITUTE OR RESULT IN A PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA 
OR SECTION 4975 OF THE CODE (OR IN THE CASE OF ANOTHER EMPLOYEE BENEFIT PLAN 
SUBJECT TO SIMILAR LAW, ANY SIMILAR LAW) FOR WHIOT AN EXEMPTION IS NOT 
AVAILABLE; AND (iii) WHETHER OR NOT ITIS A PERSON (OTHER THAN A BENEFIT PLAN 
INVESTOR) WHO HAS DISCRETIONARY AUTHORITY OR CONTROL WITH RESPECT TO THE 
ASSETS OF THE ISSUER OR A PERSON WHO PROVIDES INVESTMENT ADVICE FOR A FEE 
(DIRECT OR INDIRECT) WITH RESPECT TO THE ASSETS OF THE ISSUER, OR ANY 
“AFFILIATE" (WITHIN THE MEANING OF 29 C.F.R. SECTION 25I0.3*101(0{3)) OF ANY SUCH 
PERSON. IF A PURCHASER IS AN INSURANCE COMPANY ACTING ON BEHALF OF ITS 
GENERAL ACCOUNT OR OTHER ENTITY DEEMED TO BE HOLDING PLAN AKETS, IT WILL 
BE PERMITTED TO SO INDICATE, AND REQUIRED TO IDENTIFY A MAXIMUM PERCENTAGE 
OF THE ASSETS IN SUCH GENERAL ACCOUNT OR ENTITY THAT MAY BE OR BECAME PLAN 
ASSETS, IN WHICH CASE THE PURCHASER OR TRANSFEREE WILL BE REQUIRED TO MAKE 
CERTAIN FURTHER AGREEMENTS THAT WOULD APPLY IN THE EVENT THAT SUCH 
MAXIMUM PERCENTAGE WOULD THEREAFTER BE EXCEEDED. THE PURCHASER AGREES 
THAT. BEFORE ANY INTEREST IN AN INCOME NOTE MAY BE OFFERED, SOLD, PLEDGED OR 
OTHERWISE TRANSFERRED, THE TRANSFEREE WILL BE REQUIRED TO PROVIDE THE NOTE 
TRANSFER AGENT WITH AN CLASS E NOTES PURCHASE AND TRANSFER LETTER 
(SUBSTANTIALLY IN THE FORM ATTACHED TO THE INDENTURE) STATING, AMONG OTHER 
THINGS, WHETHER THE TRANSFEREE IS A BENEFIT PLAN INVESTOR. THE NOTE TRANSFER 
AGENT WILL NOT PERMIT OR REGISTER ANY PURCHASE OR TRANSFER OF CLASS E NOTK 
TO THE EXTENT THAT THE PURCHASE OR TRANSFER WOULD RESULT IN BENEFIT PLAN 
INVESTORS OWNING 25% OR MORE OF THE TOTAL VALUE OF THE OUTSTANDING CLASS E 
NOTES (OTHER THAN THE CLASS E NOTES OWNED BY THE LIQUIDATION AGENT, THE 
TRUSTEE AND THEIR AFFILIATES) IMMEDIATELY AFTER SUCH PURCHASE OR TRANSFER 
(DETERMINED IN ACCORDANCE WITH THE PLAN ASSET REGULATION (AS DEFINED 
HEREIN) AND IN THE INDENTURE). 

ANY TRANSFER, PLEDGE OR OTHER USE OF THIS NOTE FOR VALUE OR OTHERWISE BY OR 
TO ANY PERSON IS WRONGFUL SINCE THE REGISTERED OWNER HEREOF, CEDE & CO., HAS 
AN INTEREST HEREIN, UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED 
REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY (“DTC"), NEW YORK, NEW 
YORJC, TO THE ISSUERS OR THEIR AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE 
OR PAYMENT AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE Sl CO. OR OP 
SUCH OTHER ENTITY AS IS REQUESTED BY. AN AUTHORIZED REPRESENTATIVE OF DTC 
(AND ANY PAYMENT HEREON IS MADE TO CEDE & CO.). 

TRANSFERS OF THIS NOTE SHALL BE LIMITED TO TRANSFERS IN WHOLE, BUT NOT IN 
PART, TO NOMINEES OF DTC OR TO A SUCCESSOR THEREOF OR SUCH SUCCESSOR'S 
NOMINEE AND TRANSFERS OF PORTIONS OF THIS NOTE SHALL BE LIMITED TO 
TRANSFERS MADE IN ACCORDANCE WITH THE RESTRICTIONS SET FORTH IN THE 
INDENTURE. 

PRINCIPAL OF THIS NOTE IS PAYABLE AS SET FORTH HEREIN. ACCORDINGLY, THE 
OUTSTANDING PRINCIPAL OF THIS NOTE AT ANY TIME MAY BE LESS THAN THE AMOUNT 
SHOWN ON THE FACE HEREOF. ANY PERSON ACQUIRING THIS NOTE MAY ASCERTAIN ITS 
CURRENT PRINCIPAL AMOUNT BY INQUIRY OF THE NOTE PAYING AGENT. 

9. Pursuant to the terms of the indenture, unless otherwise determined by the Issuer in accordance 

with the Indenture, the Class E Notes (other than the Regulation S Class E Notes) will bear a legend to the following-- 
effect: 
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THIS NOTE HAS NOT BEEN AND WILL NOT BE REOISTERED UNDER THE UNITED STATES 
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT’), AND THE ISSUERS HAVE 
NOT BEEN REGISTERED UNDER THE UNITED STATES INVESTMENT COMPANY ACT OF 
1940, AS AMENDED (THE “INVESTMENT COMPANY ACT). THE HOLDER HEREOF, BY 
PURCHASING THE NOTES IN RESPECT OF WHICH THIS NOTE HAS BEEN ISSUED, AGREES 
FOR THE BENEFIT OF THE ISSUERS THAT THE NOTES MAY BE OFFERED. SOLD, PLEDGED 
OR OTHERWISE TRANSFERRED, ONLY (AXO TO A PERSON WHOM THE SELLER 
REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER AS DEFINED IN RULE 
I44A UNDER THE SECURITIES ACT THAT IS NOT A BROKER DEALER WHICH OWNS AND 
INVESTS ON A DISCRETIONARY BASIS LESS THAN $25 MILLION IN SECURITIES OF ISSUERS 
THAT ARE NOT AFFILIATED PERSONS OF THE INITIAL PURCHASER AND IS NOT A PLAN 
REFERRED TO IN PARAGRAPH (»XIXiXF>) OR (aXlRiXE) OF RULE I44A OR A TRUST FUND 
REFERRED TO IN PARAGRAPH (aXIXiXF) OF RULE I44A THAT HOLDS THE ASSETS OF SUCH 
A PLAN, IF INVESTMENT DEaSIONS WITH RESPECT TO THE PLAN ARE MADE BY THE 
BENEFICIARIES OF THE PLAN, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE 
ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER, IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE I44A UNDER THE SECURITIES ACT OR (2) TO A NON U.S. PERSON 
IN AN OFFSHORE TRANSACTION COMPLYING WITH RULE 903 OR RULE 904 OF 
REGULATION S UNDER THE SECURITIES ACT AND, IN THE CASE OF (XAUSE (1), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $250,000 OR IN THE CASE OF CLAUSE (2), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $100,000, FOR THE PURCHASER AND FOR EACH 
ACCOUNT FOR WHICH IT IS ACTING, TO A PURCHASER THAT, OTHER THAN IN THE CASE 
OF CLAUSE (2), (V) IS A QUALIFIED PURCHASER FOR PURPOSES OF SECTION 3(cX7) OF THE 
INVESTMENT COMPANY ACT, (W) WAS NOT FORMED FOR THE PURPOSE OF INVESTING IN 
THE ISSUER (EXCEPT WHEN EACH BENEFICIAL OWNER OF THE PURCHASER IS A 
QUALIFIED PURCHASER), (X) HAS RECEIVED THE NECESSARY CONSENT FROM ITS 
BENEFICIAL OWNERS WHEN THE PURCHASER IS A PRIVATE INVESTMENT COMPANY 
FORMED BEFORE APRIL 30, 1996, (Y) IS NOT A BROKER DEALER THAT OWNS AND INVESTS 
ON A DISCRETIONARY BASIS LESS THAN $25,000,000 IN SECURITIES OF UNAFFILIATED 
ISSUERS AND (Z) IS NOT A PENSION, PROFIT SHARING OR OTHER RETIREMENT TRUST 
FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR PARTICIPANTS, AS 
APPLICABLE, MAY DESIGNATE THE PARTICULAR INVESTMENTS TO BE MADE, AND IN A 
TRANSACTION THAT MAY BE EFFECTED WITHOUT LOSS OF ANY APPLICABLE 
INVESTMENT COMPANY ACT EXEMPTION AND (B) IN ACCORDANCE WITH ALL 
APPLICABLE SECURITIES LAWS OF THE STATES OP THE UNITED STATES. ANY 
PURPORTED TRANSFER IN VIOLATION OF THE FOREGOING WILL BE OP NO FORCE AND 
EFFECT WILL NOT BE PERMITTED OR REOISTERED BY THE NOTE TRANSFER AGENT. 
EACH TRANSFEROR OF THIS NOTE WILL PROVIDE NOTICE OF THE TRANSFER 
RESTRICTIONS SET FORTH HEREIN AND IN THE INDENTURE TO ITS TRANSFEREE. EACH 
TRANSFEROR OF THE CLASS E NOTES WILL PROVIDE NOTICE OF THE TRANSFER 
RESTRICTIONS SET FORTH HEREIN AND IN THE INDENTURE TO ITS TRANSFEREE. IN 
ADDITION TO THE FOREGOING, THE ISSUER HAS THE RIGHT, TO COMPEL ANY 
BENEFICIAL OWNER OF AN INTEREST IN A CLASS E NOTE THAT IS A U,S. PERSON AND IS 
NOT BOTH A QUALIFIED PURCHASER AND A QUALIFIED INSTITUTIONAL BUYER TO SELL 
SUCH CLASS E NOTES, OR MAY SELL SUCH CLASS E NOTES ON BEHALF OF SUCH OWNER. 

IF THE TRANSFER OF THE CLASS E NOTES IS TO BE MADE PURSUANT TO CLAUSE (AXI) OF 
THE PRECEDING PARAGRAPH, THE TRANSFEREE OF THE CLASS E NOTES WILL BE 
REQUIRED TO EXECUTE AND DELIVER TO THE ISSUER AND THE NOTE TRANSFER AGENT 
A CLASS E NOTES PURCHASE AND TRANSFER LETTER, SUBSTANTIALLY IN THE FORM 
ATTACHED TO THE INDENTURE, STATING THAT AMONG OTHER THINGS, THE 
TRANSFEREE IS (I) A QUALIFIED INSHTUTIONAL BUYER AND (2) A QUALIFIED 
PURCHASER FOR THE PURPOSES OF THE INVESTMENT COMPANY ACT. 

WITH RESPECT TO THE CLASS E NOTES PURCHASED OR TRANSFERRED ON OR AFTER THE 
CLOSING DATE, THE PURCHASER OR TRANSFEREE MUST DISCLOSE IN WRITING IN 
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ADVANCE TO THE NOTE TRANSFER AOENT (i) WHETHER OR NOT IT IS (A) AN “EMPLOYEE 
BENEFIT PLAN" AS DEFINED IN AND SUBJECT TO TIT1,E I OF THE UNITED STATES 
EMPLOYEE RETIREMENT INCOME SECURITY ACT OR 1974, AS AMENDED ("ERISA"), (B) A 
“PLAN” DESCRIBED IN AND SUBJECT TO SECTION 49tS OF THE UNITED STATES INTERNAL 
REVENUE CODE OF 1986, AS AMENDED (THE “CODE^, OR (C) AN ENTITY WHOSE ASSETS 
INCLUDE "PLAN ASSETS” WITHIN THE MEANING OF ERISA BY REASON OF AN EMPLOYEE 
BENEFIT PLAN OR OTHER PUN’S INVESTMENT IN THE ENTITY (ALL SUCH PERSONS AND 
ENTITIES DESCRIBED IN CUUSES (A) THROUGH (C) BEING REFERRED TO HEREIN AS 
“BENEFIT PLAN INVESTORS"); (ii) IF THE PURCHASER OR TRANSFEREE IS A BENEFIT PLAN 
INVESTOR (OR ANOTHER EMPLOYEE BENEFIT PUN SUBJECT TO ANY FEDERAL, STATE, 
LOCAL OR FOREIGN LAW THAT IS SUBSTANTIALLY SIMILAR TO THE PROVISIONS OF 
SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE ("SIMILAR LAW^), THAT THE 
PURCHASE AND HOLDING OR TRANSFER AND HOLDING OF CLASS E NOTES WILL NOT 
CONSTITUTE OR RESULT IN A PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA 
OR SECTION 4975 OF THE CODE (OR IN THE CASE OF ANOTHER EMPLOYEE BENEFIT PLAN 
SUBJECT TO SIMIUR LAW, ANY SIMILAR LAW) FOR WHICH AN EXEMPTION IS NOT 
AVAIUBLE; AND (iii) WHETHER OR NOT IT IS A PERSON (OTHER THAN A BENEFIT PLAN 
INVESTOR) WHO HAS DISCRETIONARY AUTHORITY OR CONTROL WITH RESPECT TO THE 
ASSETS OF THE ISSUER OR A PERSON VFHO PROVIDES INVESTMENT ADVICE FOR A FEE 
(DIRECT OR INDIRECT) WITH RESPECT TO THE ASSETS OP THE ISSUER, OR ANY 
"AFFILIATE" (WITHIN THE MEANING OF 29 C.FR. SECTION 25I0.3-I0I(I)(3)) OF ANY SUCH 
PERSON. IF A PURCHASER IS AN INSURANCE COMPANY ACTING ON BEHALF OF. ITS 
GENERAL ACCOUNT OR OTHER ENTITY DEEMED TO BE HOLDING PLAN ASSETS, IT WILL 
BE PERMITTED TO SO INDICATE, AND REQUIRED TO IDENTIFY A MAXIMUM PERCENTAGE 
OF THE ASSETS IN SUCH GENERAL ACCOUNT OR ENTITY THAT MAY BE OR BECOME PLAN 
ASSETS, IN WHICH CASE THE PURCHASER OR TRANSFEREE WILL BE REQUIRED TO MAKE 
CERTAIN FURTHER AGREEMENTS THAT, WOULD APPLY IN THE EVENT THAT SUCH 
MAXIMUM PERCENTAGE WOULD THEREAFTER BE EXCEEDED. THE PURCHASER AGREES 
THAT, BEFORE ANY INTEREST IN AN INCOME NOTE MAY BE OFFERED, SOLD, PLEDGED OR 
OTHERWISE TRANSFERRED, THE TRANSFEREE WILL BE REQUIRED TO PROVIDE THE NOTE 
TRANSFER AGENT WITH AN CLASS E NOTES PURCHASE AND TRANSFER LETTER 
(SUBSTANTIALLY IN THE FORM ATTACHED TO THE INDENTURE) STATING, AMONG OTHER 
THINGS, WHETHER THE TRANSFEREE IS A BENEFIT PLAN INVESTOR. THE NOTE TRANSFER 
AGENT WILL NOT PERMIT OR REGISTER ANY PURCHASE OR TRANSFER OF CLASS E NOTES 
TO THE EXTENT THAT THE PURCHASE OR TRANSFER WOULD RESULT IN BENEFIT PLAN 
INVESTORS OWNING 25% OR MORE OF THE TOTAL VALUE OP THE OUTSTANDING CLASS E 
NOTES (OTHER THAN THE CUSS E NOTES OWNED BY THE LIQUIDATION AGENT, THE 
TRUSTEE AND THEIR AFFILIATES) IMMEDIATELY AFTER SUCH PURCHASE OR TRANSFER 
(DETERMINED IN ACCORDANCE WITH THE PLAN ASSET REGUUTION (AS DEFINED 
HEREIN) AND IN THE INDENTURE). 

TRANSFERS OF THIS NOTE SHALL BE LIMITED TO TRANSFERS MADE IN ACCORDANCE 
WITH THE RESTRICTIONS SET FORTH IN THE INDENTURE. 

PRINCIPAL OF THIS NOTE IS PAYABLE AS SET FORTH HEREIN. ACCORDINGLY, THE 
OUTSTANDING PRINCIPAL OF THIS NOTE AT ANY TIME MAY BE LESS THAN THE AMOUNT 
SHOWN ON THE FACE HEREOF. ANY PERSON ACQUIRING THIS NOTE MAY ASCERTAIN ITS 
CURRENT PRINCIPAL AMOUNT BY INQUIRY OF THE NOTE PAYING AGENT. 


10. The purchaser ackriowletiges that it is its intent and that it understands it is the intent of the Issuer 
that, for purposes ofU.S. federal income, state and locai income and franchise tax and any other income taxes, the 
Issuer will be treated as a corporation, the Secured Notes will be treated as indebtedness of the Issuer and the 
Income Notes will be heated as equity in the Issuer, Ihe purchaser agrees to such treatment and agrees to take no 
action inconsistent with such treatment. 
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!h The puiehaser undeietaiids diet the Issuers, the Trustee, the Itttttel Furchsser, the Liqutdstion 
Agent and their counsel will rely upon the accuracy and truth of the foregoing representations, and the putehaser 
hereby consents to such reliance. 

1 2. Pursuant to the terms of the Fiscal Agency Agreement, unless otherwise determined by the Issuer 
in accordance with the Fiscal Agency Agreement, the Income Notes sold to non-U.S. Persons in offshore 
transactions (the "Regulation S Income Notes") will bear a legend to the follosvrng effect: 


THE INCOME NOTES ARE THE SUBJECT OF, AND ARE ISSUED SUBJECT TO THE TERMS AND 
CONDITIONS OF, THE FISCAL AGENCY AGREEMENT, DATED ON OR ABOUT DECEMBER 5, 
2006 (THE "FISCAL AGENCY AOREEMEbfTO BY AND BETWEEN THE ISSUER OF THE INCOME 
NOTES AND THE BANK OF NEW YORK TRUST COMPANY, NATIONAL ASSOCIATION, AS 
FISCAL AGENT. COPIES OF THE FISCAL AGENCY AGREEMENT MAY BE OBTAINED FROM 
THE FISCAL AGENT. 

THE INCOME NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED 
STATES SECURfflES ACT OF 1933, AS AMENDED (THE‘ “SECURITIES ACTO, AND THE ISSUER 
HAS NOT BEEN REGISTERED UNDER THE UNITED STATES INVESTMENT COMPANY ACT OP 
1940, AS AMENDED (THE “INVESTMENT COMPANY ACn. THE HOLDER HEREOF, BY 
PURCHASING THE INCOME NOTES REPRESENTED HEREBY, AGREES FOR THE BENEFIT OF 
THE ISSUER THAT SUCH INCOME NOTES MAY BE OFFERED, SOLD, PLEDGED OR 
OTHERWISE TRANSFERRED, ONLY (AXl) TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER AS DEFINED IN RULE I44A UNDER THE 
SECURITIES ACT AND IS PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF 
A QUALIFIED INSTITUTIONAL BUYER, IN A TRANSACTION MEETING THE REQUIREMENTS 
OF RULE 144A UNDER THE SECURITIES ACT, (2) TO AN ACCREDITED INVESTOR (AS 
DEFINED IN RULE 501(a) UNDER THE SECURfHES ACT) WHO HAS A NET WORTH OF NOT 
LESS THAN U.S.$10 MILLION) IN A TRANSACTION EXEMPT FROM REGISTRATION UNDER 
THE SECURITIES ACT, OR (3) TO A NON-U.S. PERSON IN AN OFFSHORE TRANSACTION 
COMPLYING WITH RULE 903 OR RULE 904 OF REGULATION S UNDER THE SECURITIES ACT, 
AND, IN THE CASE OF CLAUSE (I) AND (2) IN A PRINCIPAL AMOUNT OF NOT LESS THAN 
$250,000 OR IN THE CASE OF CLAUSE (3) IN A PRINCIPAL AMOUNT OF NOT LESS THAN 
$100,000. FURTHERMORE, THE PURCHASER AND EACH ACCOUNT FOR WHICH IT IS ACTING 
AS A PURCHASER, OTHER THAN IN THE CASE OF CLAUSE (A)(3) ABOVE, REPRESENTS FOR 
THE BENEFIT OF THE ISSUER THAT IT (V) IS A QUALIFIED PURCHASER FOR THE PURPOSES 
OF SECTION 3(c)(7) OF THE INVESTMENT COMPANY ACT, (W) WAS NOT FORMED FOR THE 
PURPOSE OF INVESTING IN THE ISSUER (EXCEPT WHEN EACH BENEFICIAL OWNER OF THE 
PURCHASER IS A QUALIFIED PURCHASER), (X) HAS RECEIVED THE NECESSARY CONSENT 
FROM ITS BENEFICIAL OWNERS WHEN THE PURCHASER IS A PRIVATE INVESTMENT 
COMPANY FORMED BEFORE APRIL 30, 1996, (Y) IS IpT A BROKER-DEALER THAT OWNS 
AND INVESTS ON A DISCRETIONARY BASIS LESS TtUN U.S,$25, 000,000 IN SECURITIES OF 
UNAFFILIATED ISSUERS AND (Z) IS NOT A PENSION, PROFIT SHARING OR OTHER 
RETIREMENT TRUST FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR 
PARTICIPANTS, IN EACH CASE AS APPLICABLE, MAY DESIGNATE THE PARTICULAR 
INVESTMENTS TO BE MADE, AND IN A TRANSACTION THAT MAY BE EFFECTED WITHOUT 
LOSS OF ANY APPLICABLE INVESTMENT COMPANY ACT EXEMPTION AND (B) IN 
ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED 
STATES. ANY PURPORTED TRANSFER IN VIOLATION OF THE FOREGOING WILL NOT BE 
PERMITTED OR REGISTERED BY THE INCOME NOTES TRANSFER AGENT. EACH 
TRANSFEROR OF THE INCOME NOTES WILL PROVIDE NOTICE OF THE TRANSFER 
RESTRICTIONS SET FORTH HEREIN AND IN THE FISCAL AGENCY AGREEMENT TO ITS 
TRANSFEREE. IN ADDITION TO THE FOREGOING, THE ISSUER HAS THE RIGHT TO COMPEL 
ANY BENEFICIAL OWNER OF AN INCOME NOTETHAT IS A U.S. PERSON AND IS NOT (A) A 
QUALIFIED PURCHASER AND (B) EllHER A QUALIFIED INSTITUTIONAL BUYER OR AN 
ACCREDITED INVESTOR WHO HAS A NET WORTH OF NOT LESS THAN U.S.SIO MILLION TO 
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SELL SUCH INCOME NOTES, OR MAY SELL SUCH INCOME NOTES ON BEHALF OF SUCH 
OWNER. 

IF THE TRANSFER OF INCOME NOTES IS TO BE MADE PURSUANT TO CLAUSE (A)(1) OR 
(A)(2) OF THE PRECEDING PARAGRAPH, THE TRANSFEREE OF THE INCOME NOTES WILL (1) 
BE REQUIRED TO EXECUTE AND DELIVER TO THE JSSUER AND THE FISCAL AGENT AN 
INCOME NOTES PURCHASE AND TRANSFER LETTER, SUBSTANTIALLY IN THE FORM 
ATTACHED TO THE FISCAL AGENCY AGREEMENT. STATING THAT AMONG OTHER THINGS, 
THE TRANSFEREE IS (X) A QUALIFIED INSTTrUTlONAL BUYER AS DEFINED IN RULE 144A 
UNDER THE SECURITIES ACT PURCHASING FOR ITS OWN ACCOUNT OR FOR THE 
ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER, OR (Y) AN ACCREDITED INVESTOR 
(AS DEFINED IN RULE 50l{») UNDER THE SECURITIES ACT) WHO HAS A NET WORTH OF 
NOT LESS THAN U.S.SI0 MILLION AND (Z) A QUALIFIED PURCHASER FOR THE PURPOSES 
OF THE INVESTMENT COMPANY ACT AND (2) RECEIVE ONE OR MORE DEFINITIVE INCOME 
NOTES. 

IF THE TRANSFER OF INCOME NOTES IS TO BE MADE PURSUANT TO CLAUSE (A)(3) OF THE 
SECOND PRECEDING PARAGRAPH. THE TRANSFEREE OF THE INCOME NOTES WILL BE 
REQUIRED TO DELIVER TO THE ISSUER AND THE FISCAL AGENT AN INCOME NOTES 
PURCHASE AND TRANSFER LETTER, SUBSTANTIALLY IN THE FORM ATTACHED TO THE 
FISCAL AGENCY AGREEMENT, STATING THAT AMONG OTHER THINGS, THE TRANSFEREE 
IS NOT A U.S. PERSON (AS DEFINED IN REGULATION S). 

WITH RESPECT TO THE INCOME NOTES PURCHASED OR TRANSFERRED AFTER THE 
CLOSING DATE, THE PURCHASER OR TRANSFEREE IS DEEMED TO REPRESENT AND 
WARRANT). THAT (i) IT IS NOT (A) AN “EMPLOYEE BENEFIT PLAN" AS DEFINED IN AND 
SUBJECT TO TITLE I OF THE UNITED STATES EMPLOYEE RETIREMENT INCOME SECURITY 
ACT OF 1974, AS AMENDED (“ERISA"), (B) A "PLAN” AS DESCRIBED IN SECTION 4975 OF THE 
UNITED STATES INTERNAL REVENUE CODE OF 1986. AS AMENDED (THE "CODE"), OR (C) 
AN ENTITY WHOSE ASSETS INCLUDE “PLAN ASSETS" WITHIN THE MEANING OP ERISA BY 
REASON OF AN EMPLOYEE BENEFIT PLAN'S OR OTHER PLAN'S INVESTMENT IN THE 
ENTITY (ALL SUCH PERSONS AND ENTITIES DESCRIBED IN aAUSES (A) THROUGH (q 
BEING REFERRED TO HEREIN AS “BENEFIT PLAN INVESTORS"); AND (il) IT IS NOT A 
PERSON WHO HAS DISCRETIONARY AUTHORITY OR CONTROL WITH RESPECT TO THE 
ASSETS OF THE ISSUER OR A PERSON WHO PROVIDES INVESTMENT ADVICE FOR A PEE 
(DIRECT OR INDIRECT) WITH RESPECT TO THE ASSETS OP THE ISSUER, OR ANY 
"AFFILIATE" (WITHIN THE MEANING OF 29 C.P.R. SECTION 2510.3-101(1X3)) OF ANY SUCH 
PERSON. IF THE PURCHASER OR TRANSFEREE IS AN EMPLOYEE BENEFIT PLAN SUBJECT 
TO ANY FEDERAL, STATE, LOCAL OR FOREIGN LAW THAT IS SUBSTANTIALLY SIMILAR TO 
THE PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE (“SIMILAR 
LAW”), SUCH PURCHASER OR TRANSFEREE ALSO IS DEEMED TO REPRESENT AND 
WARRANT THAT ITS PURCHASE AND HOLDING OF THE INCOME NOTES WILL NOT 
CONSTITUTE OR RESULT IN A VIOLATION OF ANY SIMILAR LAW FOR WHICH AN 
EXEMPTION IS NOT AVAILABLE. ANY PURPORTED TRANSFER Op AN INCOME NOTE THAT 
DOES NOT COMPLY WITH THE REQUIREMENTS SET FORTH ABOVE SHALL BE NULL AND 
sovDABrnmo. 

PAYMENTS TO THE HOLDERS OF THE INCOME NOTES ARE SUBORDINATE TO THE 
PAYMENT ON EACH PAYMENT DATE OF PRINCIPAL OF AND INTEREST ON THE SECURED 
NOTES OF THE ISSUER OR CO-ISSUER. AS APPLICABLE, AND THE PAYMENT OF CERTAIN 
OTHER AMOUNTS, TO THE EXTENT AND AS DESCRIBED IN THE INDENTURE. 

13. Pursuant to the terms of the Fiscal-Agency Agreement, unless otherwise determined by the Issuer 
In accordance with the Fiscal Agency Agreement, the Income Notes (other than the Regulation S Income Notes) will 
bear a legend to the following effect; 
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THE INCOME NOTES ARE THE SUBJECT OF, AND ARE ISSUED SUBJECT TO THE TERMS AND 
CONDITIONS OF, THE FISCAL AGENCY AGREEMENT, DATED ON OR ABOUT DECEMBER 5, 
2006 (THE "FISCAL AGENCY AOREEMENTO BY AND BETWEEN THE ISSUER OF THE INCOME 
NOTES AND THE BANK OF NEW YORK TRUST COMPANY, NATIONAL ASSOCIATION, AS 
FISCAL AGENT. COPIES OF THE FISCAL AGENCY AGREEMENT MAY BE OBTAINED FROM 
THE FISCAL AGENT. 

THE INCOME NOTES HA VE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED 
STATES SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT'), AND THE ISSUER 
HAS NOT BEEN REGISTERED UNDER THE UNITED STATES INVESTMENT COMPANY ACT OF 
19«), AS AMENDED (THE “INVESTMENT COMPANY ACT). THE HOLDER HEREOF, BY 
PURCHASING THE INCOME NOTES REPRESENTED HEREBY, AGREES FOR THE BENEFIT OF 
THE ISSUER THAT SUCH INCOME NOTES MAY BE OFFERED, SOLD, PLEDGED OR 
OTHERWISE TRANSFERRED, ONLY (AXO TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER AS DEFINED IN RULE I44A UNDER THE 
SECURITIES ACT AND IS PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF 
A QUALIFIED INSTITUTIONAL BUYER, IN A TRANSACTION MEETING THE REQUIREMENTS 
OF RULE IMA UNDER THE SECURITIES ACT, (2) TO AN ACCREDITED INVESTOR (AS 
DEFINED IN RULE 501(a) UNDER THE SECURITIES ACT) WHO HAS A NET WORTH OF NOT 
LESS THAN U.S.$I0 MILLION) IN A TRANSACTION EXEMPT FROM REGISTRATION UNDER 
THE SECURITIES ACT, OR (3) TO A NON-U.S. PERSON IN AN OFFSHORE TRANSACTION 
COMPLYING WITH RULE 903 OR RULE 904 OF REGULATION S UNDER THE SECURITIES ACT, 
AND, IN THE CASE OF CLAUSE (I) AND (2) IN A PRINCIPAL AMOUNT OF NOT LESS THAN 
$250,000 OR IN THE CASE OF CLAUSE (3) IN A PRINCIPAL AMOUNT OF NOT LESS THAN 
$100,000. FURTHERMORE, THE PURCHASER AND EACH ACCOUNT FOR WHICH IT IS ACTING 
AS A PURCHASER, OTHER THAN IN THE CASE OF CLAUSE (AX3) ABOVE, REPRESENTS FOR 
THE BENEFIT OF THE ISSUER THAT IT (V) IS A QUALIFIED PURCHASER FOR THE PURPOSES 
OF SECTION 3(c)(7) OF THE INVESTMENT COMPANY ACT, (W) WAS NOT FORMED FOR THE 
PURPOSE OF INVESTING IN THE ISSUER (EXCEPT WHEN EACH BENEFICIAL OWNER OF THE 
PURCHASER IS A QUALIFIED PURCHASER), (X) HAS RECEIVED THE NECESSARY CONSENT 
FROM ITS BENEFICIAL OWNERS WHEN THE PURCHASER IS A PRIVATE INVESTMENT 
COMPANY FORMED BEFORE APRIL 30, 1996, (Y) IS NOT A BROKER-DEALER THAT OWNS 
AND INVESTS ON A DISCRETIONARY BASIS LESS THAN U.S.$23,000,000 IN SECURITIES OF 
UNAFFILIATED ISSUERS AND (Z) IS NOT A PENSION, PROFIT SHARING OR OTHER 
RETIREMENT TRUST FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR 
PARTICIPANTS. AS APPLICABLE, MAY DESIGNATE THE PARTICULAR INVESTMENTS TO BE 
MADE, AND, IN EACH CASE, IN A TRANSACTION THAT MAY BE EFFECTED WITHOUT LOSS 
OF ANY APPLICABLE INVESTMENT COMPANY ACT EXEMPTION AND (B) IN ACCORDANCE 
WITH ALL APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED STATES. ANY 
PURPORTED TRANSFER IN VIOLATION OP THE FOREGOING WILL NOT BE PERMITTED OR 
REGISTERED BY THE INCOME NOTES TRANSFER AGENT. EACH TRANSFEROR OF THE 
INCOME NOTES WILL PROVIDE NOTICE OP THE TRANSFER RESTRICTIONS SET FORTH 
HEREIN AND IN THE FISCAL AGENCY AGREEMENT TO ITS TRANSFEREE. IN ADDITION TO 
THE FOREGOING, THE ISSUER HAS THE RIGHT TO COMPEL ANY BENEFICIAL OWNER OF 
AN INCOME NOTE THAT IS A U.S. PERSON AND IS NOT (A) A QUALIFIED PURCHASER AND 
(B) EITHER A QUALIFIED INSTITUTIONAL BUYER OR AN ACCREDITED INVESTOR WHO HAS 
A NET WORTH OF NOT LESS THAN U.S.$I0 MILLION TO SELL SUCH INCOME NOTES, OR 
MAY SELL SUCH INCOME NOTES ON BEHALF OF SUCH OWNER. 

IF THE TRANSFER OF INCOME NOTES IS TO BE MADE PURSUANT TO CLAUSE {A)(l) OR 
(A)(2) OF THE PRECEDING PARAGRAPH, THE TRANSFEREE OF THE INCOME NOTES WILL (I) 
BE REQUIRED TO EXECUTE AND DELIVER TO THE ISSUER AND THE INCOME NOTES 
TRANSFER AGENT AN .INCOME .NOTES._. PURCHASE AND TRANSFER LETTER, 
SUBSTANTIALLY IN THE FORM" ATTACHED TO THE FISCAL AGENCY AGREEMENT, 
STATING THAT AMONG OTHER THINGS, THE TRANSFEREE IS (X) A QUALIFIED 
INSTITUTIONAL BUYER AS DEFINED IN RULE I44A UNDER THE SECURITIES ACT 
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PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A QUALIFIED 
INSTITUnONAL BUYER, OR (Y) AN ACCREDITED INVESTOR (AS DEFINED IN RULE 501(a) 
UNDER THE SECURITIES ACT) WHO HAS A NET WORTH OF NOT LESS THAN U^.S10 
MILLION AND (Z) A QUALIFIED PURCHASER FOR THE PURPOSES OF THE INVESTMENT 
COMPANY ACT AND (2) RECEIVE ONE OR MORE DEFINITIVE INCOME NOTES. 

IF THE TRANSFER OF INCOME NOTES IS TO BE MADE PURSUANT TO CLAUSE (AX3) OF THE 
SECOND PRECEDING PARAGRAPH, THE TRANSFEREE OF THE INCOME NOTES WILL BE 
REQUIRED TO DELIVER TO THE ISSUER AND THE INCOME NOTES TRANSFER AGENT AN 
INCOME NOTES PURCHASE AND TRANSFER LETTER, SUBSTANTIALLY IN THE FORM 
ATTACHED TO THE FISCAL AGENCY AGREEMENT, STATING THAT AMONG OTHER THINGS, 

■ THE TRANSFEREE IS NOT A U.S. PERSON (AS DEFINED'iN REGULATION S). 

WITH RESPECT TO THE INCOME NOTES PURCHASED OR TRANSFERRED ON OR AFTER THE 
CLOSING DATE. THE PURCHASER OR TRANSFEREE MUST DISCLOSE IN WRITING IN 
ADVANCE TO THE FISCAL AGENT (i) WHETHER OR NOT IT IS (A) AN “EMPLOYEE BENEFIT 
PLAN” AS DEFINED IN AND SUBJECT TO TITLE I OF THE UNITED STATES EMPLOYEE 
RETIREMENT INCOME SECURITY ACT OF 1974. AS AMENDED (“ERISA”), (B) A “PLAN” 
DESCRIBED IN AND SUBJECT TO SECTION 4975 OF THE UNITED STATES INTERNAL 
REVENUE CODE OF 1986. AS AMENDED (THE “CODE"), OR (C) AN ENTITY WHOSE ASSETS 
INCLUDE “PLAN ASSETS” WITHIN THE MEANING OF ERISA BY REASON OF AN EMPLOYEE 
BENEFIT PLAN OR OTHER PLAN’S INVESTMENT IN THE ENTITY (ALL SUCH PERSONS AND 
ENTITIES DESCRIBED IN CLAUSES (A) THROUGH (C) BEING REFERRED TO HEREIN AS 
“BENEFIT PLAN INVESTORS"); (ii) IF THE PURCHASER OR TRANSFEREE IS A BENEFIT PLAN 
INVESTOR (OR. ANOTHER EMPLOYEE BENEFIT PLAN SUBJECT TO ANY FEDERAL, STATE, 
LOCAL OR FOREIGN LAW THAT IS SUBSTANTIALLY SIMILAR TO THE PROVISIONS OF 
SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE (“SlMILAJl LAW”)), THAT THE 
PURCHASE AND HOLDING OR TRANSFER AND HOLDING OF INCOME NOTES WILL NOT 
CONSTITUTE OR RESULT IN A PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA 
OR SECTION 4975 OF THE CODE (OR IN THE CASE OF ANOTHER EMPLOYEE BENEFIT PLAN 
SUBJECT TO SIMILAR LAW. ANY SIMILAR LAW) FOR WHICH AN EXEMPTION IS NOT 
AVAILABLE; AND (Ul) WHETHER OR NOT IT IS A PERSON (OTHER THAN A BENEFIT PLAN 
INVESTOR) WHO HAS DISCRETIONARY AUTHORITY OR CONTROL WITH RESPECT TO THE 
ASSETS OF THE ISSUER OR A PERSON WHO PROVIDES INVESTMENT ADVICE FOR A FEE 
(DIRECT OR INDIRECT) WITH RESPECT TO THE ASSETS OF THE ISSUER, OR ANY 
“AFFILIATE" (WITHIN THE MEANING OF 29 C.F.R. SECTION 2510,3-I0I{fX3)) OF ANY SUCH 
PERSON. IF A PURCHASER IS AN INSURANCE COMPANY ACTING ON BEHALF OF ITS 
GENERAL ACCOUNT OR OTHER ENTITY DEEMED TO BE HOLDING PLAN ASSETS, IT WILL 
BE PERMITTED TO SO INDICATE. AND REQUIRED TO IDENTIFY A MAXIMUM PERCENTAGE 
OF THE ASSETS IN SUCH GENERAL ACCOUNT OR ENTITY THAT MAY BE OR BECOME PLAN 
ASSETS, IN WHICH CASE THE PURCHASER OR TRANSFEREE WILL BE REQUIRED TO MAKE 
CERTAIN FURTHER AGREEMENTS THAT WOULD APPLY IN THE EVENT THAT SUCH 
MAXIMUM PERCENTAGE WOULD THEREAFTER BE EXCEEDED. THE PURCHASER AGREES 
THAT, BEFORE ANY INTEREST IN AN INCOME NOTE MAY BE OFFERED. SOLD, PLEDGED OR 
OTHERWISE TRANSFERRED, THE TRANSFEREE WILL BE REQUIRED TO PROVIDE THE 
INCOME NOTES TRANSFER AGENT WITH AN INCOME NOTE PURCHASE AND TRANSFER 
LETTER (SUBSTANTIALLY IN THE FORM ATTACHED TO THE FISCAL AGENCY 
AGREEMENT) STATING. AMONG OTHER THINGS, WHETHER THE TRANSFEREE IS A 
BENEFIT PLAN INVESTOR. THE TRUSTEE OR INCOME NOTES TRANSFER AGENT WILL NOT 
PERMIT OR REGISTER ANY PURCHASE OR TRANSFER OF INCOME NOTES TO THE EXTENT 
THAT THE PURCHASE OR TRANSFER WOULD RESULT IN BENEFIT PLAN INVESTORS 
OWNING 25% OR MORE OF THE TOTAL VALUE OF THE OUTSTANDING INCOME NOTES 
(OTHER THAN THE INCOME NOTES.-OWNED BY. THE LIQUIDATION AGENT. THE TRUSTEE 
AND THEIR AFFILIATES) IMMEDIATELY AFTER SUCH PURCHASE OR TRANSFER 
(DETERMINED IN ACCORDANCE WITH THE PLAN ASSET REGULATION (AS DEFINED 
HEREIN) AND IN THE FISCAL AGENCY AGREEMENT). 
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PAYMENTS TO THE HOLDERS OP THE INCOME NOTES ARE SUBORDINATE TO THE 

PAYMENT ON EACH PAYMENT DATE OF PRINOPAL OF AND IhlTEREST ON THE SECURED 

NOTES OF THE ISSUER OR CO-ISSUER. AS APPLICABLE, AND THE PAYMENT OF CERTAIN 

OTHER AMOUNTS, TO THE EXTENT AND AS DESCRIBED IN THE INDENTURE. 

14. The purdtaser is not purdtasing die Notes in order to reduce ^ United States fedeni! income tax 
liability ot pursuant to a tax avoidatce plan widi respKt to United States federal income taxes within the meaning of 
U.S. Treasury Regulation Section 1.881-3{8X4). 

15. The purdiaser r^ees, in the case of the Secured Notes, to treat the Notes as debt for United States 
fednal, stmc and local income taxes and, in the case o( die Income Notes, to treat such income Notes as equity for 
United Stages fedeal, state and local income tax purposes. 

16. The purehaser acicnowiedges that due to money laundering requirem«its operating in the Cayman 
Islands, the issua* and the Note Transf^ Agent or the Income Notes Transfer Agent, as ^plicable, may require 
further identification of die purchaser before the purchase af^ltcation can proceed. The Issuer and die Note Transfer 
Agent or the Income Notes lYansfer Agent shall be held hv^ess and indemnifled by the purchas» against any loss 
suising from the failure to process the application if such information as has been required from the purchaser has 
not been provided by the purchaser. . 

The Notes that arc being offered hereby in raiiance on^ the exemption from registration under 
Regulation S (such Notes, respectively, the “ReguUtlon S Co-ls^ed Notes”; the '*Regaiatioa S Class E 
Notes”; the “Regulation S Income Notes”; and, collectively, the “Regulation S Notes") have not been and wiU 
not be re^stered under the Securities Act end neither of the Issuers will be registered under the investment 
Company Act. The Regolatlon S Notes may not be offered or sold within foe Uaited States or to U.S. Persons 
(as defined in Regulation S) unless foe purchaser certifies or is deemed to have certified that it U a qualified 
institutional buyer as defined in Rule 144A (a “QuaUned Institutional Buyer”) and a “qualified purehaser” 
for the purposes of Section 3(c)(7) of the Investment Company Act (a “Qualified Purchaser”) or, solely In the 
case of the Income Notes, that it is an “accredited investor^ as defined in Role S0}(a) under the Securities Act 
(an “Accredited Investor’^ who has a net worth of not less than $10 million and a Qualified Purchaser, and 
takes delivery in the form of (i) an interest in a Rule 144A Global Note in an amount at least equal to the 
minimum denomination applicable to the Rule I44A Notes or (11) an Income Note In a principal amount at 
least equal to $250,000. See “Description of foe Notes" and “Underwriting.” 

The requirements set forth under “Notice to Investors" above apply only to Notes offered in the United 
States, except for the requirements set forth in Paragraphs (4), (5), (6), (10), (1 1), (14) wd (15) and except that the 
Regulation S Notes will bear the legends set forth in Par^raphs (^ (8) and (12) under “Notice to Investws’’ above. 

THE ISSUERS ACCEPT RESPONSIBILITY FOR THE INFORMATION CONTAINED IN THIS 
OFFERING CIRCULAR OTHER THAN INFORMATION PROVIDED IN THE SECTIONS ENTITLED ‘THE 
LIQUIDATION AGENCY AGREEMENT— THE LIQUIDATION AGENT”. TO THE BEST OF THE 
KNOWLEDGE AND THE BELIEF OF THE ISSUERS, THE INFORMATION CONTAINED IN THIS 
OFFERING CIRCULAR OTHER THAN INFORMATION PROVIDED IN THE SECTION ENTITLED ‘THE 
LIQUIDATION AGENCY AGREEMENT— THE LIQUIDATION AGENT', IS ACCURATE IN ALL 
MATERIAL RESPECTS AND DOES NOT OMIT ANYTHING LIKELY TO AFFECT THE IMPORT OF SUCH 
INFORMATION. THE LIQUIDATION AGENT ACCEPTS RESPONSIBILITY FOR THE INFORMATION 
PROVIDED' IN 'THE LIQUIDATION AGENCY AGREEMENT— tHE LIQUIDATION AGENT” SECTION. 
TO THE BEST OF THE KNOWLEDGE AND THE BELIEF OF THE LIQUIDATION AGENT, THE 
INFORMATION CONTAINED IN THE SECTION ENTITLED 'THE LIQUIDATION AGENCY 
AGREEMENT— THE LIQUIDATION AGENT" IS ACCURATE IN ALL MATERIAL RESPECTS AND DOES 
NOT OMIT ANYTHING LIKELY TO AFFECT THE IMPORT OF SUCH INFORMATION. 

EACH PURCHASER OF.JHE NOTES.MUST COMPLY WITH ALL APPLICABLE LAWS AND 
REGULATIONS IN FORCE IN EACH JURISDICTION IN WHICH IT PURCHASES. OFFERS OR SELLS 
SUCH NOTES OR POSSESSES OR DISTRIBUTES THIS OFFERING CIRCULAR AND MUST OBTAIN ANY 
CONSENT, APPROVAL OR PERMISSION REQUIRED FOR THE PURCHASE, OFFER OR SALE BY IT OF 

19 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821214 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00768 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



765 


Footnote Exhibits > Page 3023 


SUCH NOTES UNDER THE LAWS AND REGULATIONS IN FORCE IN ANY JURISDICTIONS TO WHICH 
IT IS SUBJECT OR IN WHICH IT MAKES SUCH PURCHASES, OFFERS OR SALES, AND NONE OF THE 
ISSUERS. THE INITIAL PURCHASER, THE LIQUIDATION AGENT, THE SENIOR SWAP 
COUNTERPARTY, THE CREDIT PROTECTION BUYER, THE COLLATERAL PUT PROVIDER OR THEIR 
AGENTS SPECIFIED HEREIN SHALL HAVE ANY RESPONSIBILITY THEREFOR. 
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AVAILABLE INFORMATI9N 

To permit compliance with Rule J44A In connection with fte resale of the Notes, the Issuers will be 
required under the Indenture and the Fiscal Agency Agreement, to fumish upon request to a Holder or benefici^ 
own^ of a Note and te a prospective investor who is a Qualified institutional Buyer desi^at«l by such Holder or 
bracficial owner, tec information required to be delivered under Rule 144A(dXd) if, at tee time of tee request 
neitewthc Issuer nor tee Co-lauer, as applicrtle, Is a repwting company under Section 13 or Se«ion !5(d) of the 
United Suacs Swurities Exchange Act of 1934, as amended (the “Exitewige Act"), nor exemjn from reporting 
pursuant to Rule 1 2g3-2(b) under tee Exchange Act. 

To tee extent the Issuer or the Tru«ee delivers any annual w other periodic report to tee Hold«s of tee 
Secut«l Notes, the Issuer or tee Trustee will Include in such report a reminder that (1) each Holder (other than those 
Holders who are not U.S. Persons and have purchased their Notes outside tee United States pursuant to 
Regulation S) is required to be (t) a Qualified Institutional Buyer and (h) a Qualified Purchaser, in each case that can 
make all of the representations in tee Indenture applicable to a Holder that is a U.S. Person; (2) the Notes can only 
be transferred (0 to a transferee that is (a) a Qualified Institutional Buyer and (b) a Qualified Purchaser that can 
make all of the repres^tetions in the Indenture ^tplicabie to a Holder who is a U.S. Person or (ii) to a non-U.S. 
Person in an offshore transaction complying with Rule 903 or 904 under Regulation S; and (3) tee Issiers have tee 
ri^t to compel any Holder who does not meet tee transfer restrictions set forth in the Indenture to transfer its 
interest in tee Nenes to a person designated by tee Issuers or sell sute interests on behalf of tee Holder. 

To ihe extent the Issuer or the Fiscal Agent delivers any annual or periodic reports to the Holders of the 
Income Notes, the Issuer or the Fiscal Agent, as applicable, will include in such report a reminder teat (1) each 
Holder (other than those Holders who are not U.S. Perswis and have purchased their Income Notes outside the 
United St^es punuani to Regulation S) is required to be (a) a Qualified Institutional Buyer or an Accredited 
Investor who has a net worth of not less than U.S JIO million and (b) a Qualified Purchaser that can make all of the 
representations in the Income Notes Purchase and Transfer Letter applicable to a Holder who is a U.S. Person; (2) 
tee Inccane Notes can only be transferred to a transferee thtt is (i)(a) a Qualified Institutional Buyer or an Accredited 
Investor who has a net worth not less than U.S.$I0 million and (b) a Qualified Purchaser or (ii) a non-U.S. Person in 
«i offteore transaction complying with Rule 903 or Rule 904 under Regulation S; and (3) the Issuer has tee right to 
compel any Holder who does not meet the transfer restrictions set forte in the Fiscal Agency Agreement to transfer 
its income Notes to a person designated by the Issuer or sell such Income Notes on behalf of the Holder. 

in addition, notwithstanding the foregoing, any prospective purchaser (and each employee, representative, 
or other agent of a prospective purchaser) may disclose to any and all persons, without limitation of any kind, the tax 
treatment and tax structure of tee transactions described in this Offering Circular and all materials of any kind 
(including opinions or other tax analyses) teat are provided to tee prospective purdiaser relating to such tax 
treatment and tax structure. This authorization of tax disdo^re is retroactively effective to the commencement of 
discussions with the prospective purchaser regarding the transactions contemplated herein. 
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TRANSACTION OVERVIEW 

This overview is no! complete and is qualified in its entirety by r^erence to (i) the detailed information appearing 
elsewhere in this Offering Circular, (ii) the terms and conditions of the Notes arid fiH} the provisions of the 
documents referred to in this Offering Circulea-. 



CoHalerat interest and 
Certain Prtrtdpal 
Amounts and Amounts 
Applied to Fund 
Amounts EXie under the 
Credit Default Swap 
and the Notes 


(1) On the doling Dace the liioer utd Goldman Saclu Intcmttioni!, as the Senior Swap Counterparty, will enter into the Senior Swap 
whereby (s) the luuer wilt piy to the Senior Swap Counwparty the Senior Swap Premium oil each Payment Date and (b) if the Balance of 
the Eligible tnvestmenu and the Collateral SecurUiea in the Oillaieril AeeowM has been reduced to aero, the Senior Swap Counterparty 

pay » the issuer amouttti equal to credit protection amounts due to the Credit Protection Buyer uirder the Credit Default Swap, 

(2) On the dosing Date, the Notes will be issued in the Aggregate Outstanding Amount lei forth in the ■'Summary—Notei". 

(3) Ute Issuer will ttse the net proceeds of the on’ering of the Notes to purchase the initial Coiliienl Securities and Eligible Investments 
selected by the Credit Prelection Buyer. 

(4) On the Ctosing Daw. tht Issuer and Goldman Sadu imanationel. as the Credit Prelection Buyer, will enter into the Credit Default Swap 
wher^ the Issuer (a) sells crodii protection to the Credit Protection Buyer with respea to s Reftreiwe Portfolio of RMBS Securities and 
(b) receives from the Credit Protection Buyer (i) a Fixed Payment on each Payment Date and (ii) certain Additional Fixed Payments. The 
Issuer will pay to the Credit Protection Buyer (i) certain Addiironal Fioaling Amounts arid (ii) following the occurrenoe of a Credit Event 
and ihesaiiifacUwi of tie Conditions to Sealemeni an atnoum equal to the Physical Settlement Amount. For a description of all payments 
to be made under the Credit Default Swap, see “'Pie Credit Oefauli Swv-Cf«*« Protection Buyer Paymeno' and •‘—Credit Protection 
SellK PaymenB", 

($} On the Closing ^tc, die Issuer and Goldman Sachs Interosiional, as tht Coliatcnl Pul Provider, will enter into the Collateral PiX 
Agreement whereby the Liquidation Agent, on behalf of the Issuer, will hove the right to pul • Collateral Security or in Eligible Investment 
(other than P« Excluded Colleteril) to the Coilateral Put Pravida in return for a payment of 100% of the principal amour« of such 
CollBierai Security or EligiUe Investment, as applicable, if It cannot liquidated by the Liquidation Agent on behalf of the issuer for an 
amount equal to at least 100% of par in connection with the paymad by Ok Issuer to the Credit Protection Buyer of amounts due thereto 
und« the Credit Oefauli Swiqi. 
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SUMMAKY 

The following summary is qualified in iu entirely by the detailed information appearing elsewhere In this 
Offering Circular. For definitions of certain terms used in this Offering Circular see “Appendix A — Certain 
Defined Terms " and for the location of the definitions <ff those and other terms, see “Index of Defined Terms. “ For 
a discussion of certain factors to be considered in connection with an investment in the Notes, see "Risk Factors . " 

The Notes 


l^e Issuers Hudson Mezzanine Funding 2006>i, Ud. (die "Issuo'"} is an exempted 

company incorpor^ed under the laws of the Cayman islands for the sole 
purpose of (i) entering into and performing its obiigatioiu under, the Credit 
Default Swap, (ii) acquiring the Collater^ Securiti^ and die Eilgible 
Investments, (iii) entering into and performing its obligations under the 
Senior Swap, die CoHaleral Put Agreement and the Liquidation Agen^ 
Agreement, (iv) co-issuing the Co-Issued Notes, (v) issuing the Class E 
Notes end Income Notes and (vi) enga^ng in certain related tnmsactions. 

The Issuer will not have any assets other than (i) the Collateral Securities 
and the Eligible InvesUnenls (collectively, the "Collateral”), (ii) the 
Delivered Obligations, if any, and any principal payments received 
thereon, if any, delivered to the Issuer, (iii) the Issue's rights under the 
Credit Oediult Swtqi, the Collateral Put Agreement and the Liquidation 
Agency Agreonent and (iv) cettain other assets that will be pledged by the 
Issuer to the Tnjstee under the Indenture (the "Pledged Assets"), for the 
benefit of the Secured Panics, as security for, among other obligations, the 
Issum’ obligations under the Secured Notes and Senior Sw^i. 

Hudson Mezzanine Funding 2006-1, Corp. (the "Co-Issuer” and, together 
with the Issuer, the "Issuers”) is a corporation formed under the laws of the 
State of Delaware fi^ the sole purpose of co-issuing the Secured Notes. 

The Co-Issuer will not have any assets (other than U.S.SIO of equity 
capital) and will not pledge any assets to secure the Secured Notes or the 
Senior Swap. Tbe Co-Issuer will have no claim against the Issuer in 
respect of the Pledged Assets or otherwise. 

The authorized share capital of the Issuer consists of 250 ordinary shares, 
par value U.S.$I.OO per share (“Issuer Ordinary Shares”), which have been 
issued. The Issuer Ordinary Shares and all of the outstanding common 
equity of the Co-Issuer will be held by Maples Finance Limited, a licensed 
trust company incorporated in the Cayman Islands (the "Administrator") as 
(he Uvstec pursuant tp the terms of a declaration of trust for the benefit of 
charitable and similar purposes (the “Share Trustee”). 
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The Notes 1 
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The iDdcDture On the Closing Date, (I) the Issuer and the Co*Issu» will co-issue 

U.S^7,000,000 principal amount of Class S Fioating Rate Notes Due 
2012 (the “Class S Notes”), U.S.$M0, 000.000 principal amount of 
Class A-f Floating Rate Notes Due 2042 (die “Class A-f Notes”), 
U.S.$I20,000.000 principal mount of Class A-b Floating R^e Notes Due 
2042 (the “ClassA-b'Notes” and, together with the Class A-f Notes, the 
“Class A Notes”), U.S^O,(K)0,000 principal amount of Class B Floating 
Rate Notes Due 2042 (the "Class B Notes’^, U.Sj;i7Q,(KIQ,000 principal 
amount of Gass C Deferrable Floating R^e Notes Due 2042 (the “Qass C 
Notes”) and U.S.$84,000,000 principal amount of Class D Deferrable 
Floating Rate Notes Due 2042 (the “Class D Notes” and, together wiOi die 
Class S Notes, Gass A Notes, the Class B Notes and the Class C Notes, 
the “Co-Issued Notes'^ and (ii) the Issuer will issue U.S.S26,000,000 
principal amouid of Clw E Deferrable Fioating Rate Notes Due 2042 (the 
“Class E Notes" and, together with the Co-Issued Notes, the “Secured 
Notes”) pursuant to an Indenture (the “Indenture”) dated on or idraut 
Dcecmbw 5, 2006, among the Issuers and The Bank of New York Trust 
Company, National Association, as trustee and as securities intermediary 
(in such capacity, the ‘Trustee" and the “Securities Intermediary”, 
respectively). Under die Indenture, The Bank of New York Trust 
Company, National Association will also act as principal paying agoit for 
the Notes (the “Principal Note Paying Agent”), as registrar (the “Note 
Registrar”), as calculation agent (the “Note Calculation Agoit”), as 
transfer agwit (the *7^016 Transfer Agent") and as paying agent for the 
Notes (the “Note Paying Agent" and, together with the Principal Note 
Paying Agent, the Note Registrar, the Note Calculation Agent, the Note 
Transfer Agent and the Irish Paying Agent (if any), the “Note Agents”). 

Ilie Fiscal Agency Agreement ...... . On the Closing Date, die Issuer will also issue U.S.$60, 000,000 princt^l 

amount of Income Notes Due 2042 (the “Income Notes” and, together with 
the Secured Notes, the “Notes”) pursuant to a Fiscal Agency Agreement 
(the “Fiscal Agency Agreement”) dated on or about the Closing Date 
between the Issuer and The Bank of New York Trust Company, National 
Association, as fiscal agent (in such capacity, the “Fiscal Agent"). The 
Fiscal Agent will initially be appointed as the income Notes transfer agent 
(in such capacity, the “Income Notes Transfer Agent" and, together with 
the Fiscal Agent and the Note Agents, the “Agents”) under the Fiscal 
Agency Agrewnent. The Note Paying Agent, the Principal Note Paying 
Agent and any ocher Note paying agents appointed from time to time under 
the Indenture arc coHeclively referred to as the “Note Paying Agents.” The 
Note Paying A^ts and the Fiscal Paying Agent are collectivdy referred 
to as the “Paying Agents." The Note Transfer Agent and the: Income Notes 
Transfer Agent are collectively referred to as the ‘Transfer Agents.” The 
indenture, the Senior Swap, the Credit Default Swap, the Liquidation 
Agency Agreement, the Collateral Put Agreement, the Collateral 
Administration Agreement, the Administration Agreement and the Fiscal 
Agency Agreement are collectively referred to as fee "Transaction 
Documents." Only the Secured Notes and fee Income Notes (collectively, 
the “Offered Noies’7 are offered hereby. 

Status of the Notes and 

Senior Swap...... The Co-Issued Notes will be limited recourse obligations of the Issuers and 

the Senior Swap and the Class E Notes will be limited recourse obligations 
of the Issuer. The income Notes will be limited recourse obligations of the 
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Issuer, will, not be secured obligations of the Issuer and will only be 
entitled to receive vnounts available for payment on any Paymatjt D^e 
after payment of all aroounu payable prior thereto undo- Ute Priority of 
Payments and only out of ftinds Ic^lly available therefor. Interest on the 
Class A'f Notes will be pro rata with interest on the Class A*b Notes and 
with the Senior Swap Premium (as hereinafter defined). Principal on the 
Class A'f Notes and the Class A'b Notes will be paid either pro rata or 
first to the Class A-f Notes and second to the Class A-b Notes depending 
on the circumstances as more folly described in the Priority of Payments. 
The Class S Notes will be senior in right of payment on each Payment 
Date to the Senior Swap, the Class A Notes, the Class B Notes, the Class C 
Notes, the Class D Notes, the Class E Notes and the Income Notes; the 
Senior Svrap and the Class A Notes will be paid pro rata and the Senior 
Swap and the Class A Notes will be senior in right of payment on each 
Payment Date to the Class B Notes, the Class C Notes, the Class D Notes, 
the Class E Notes and the Income Notes; the Class B Notes vrill be senior 
in right of payrnmt bn each Payment Date to the Class C Notes, the 
Class D Notes, the Class E Notes and the income Notes; the Class C Notes 
will be senior in right of payment on each Payment Date to die Class D 
Notes, the Class E Nmes and the Income Notes; the Class 0 Notes will be 
senior in right of payment on each Payment Dale to the Class E Notes and 
the Income Notes; and the Class E Notes will be senior in right of 
payments on each Payment Date to the Income Notes, eadt to the extent 
provided In the Priority of Payments. Payments on the Income Notes will 
be paid solely ftom and to the extent of the available proceeds from 
distributions on the Pledged Assets after payment of all of the liabilities of 
the Issuer that rank ahead of the Income Notes pursuant to the Indenture or 
applicable law. See “Description of the Notes — Status and Security" uid 
" — Priori^ of Payments.” 

Security for the Secured Notes Under the terms of the Indenture, the Issuer will grant to the Trustee, for 

the benefit and security of the Trustee on behalf of the Holders of the 
Secured Notes, the Fiscal Agent, the Liquidation Agent, the Senior Swap 
Counterparty, the Collateral Put Provider and the Credit Protection Buyer 
(together the "Secured Parties"), to secure the Issuer’s obligations under 
the Secured Notes, the Indenture, the Senior Swap, the Liquidation Agency 
Agreement, the Collateral Put Agreement and the Credit Default Swap (the 
“Secured Obligations"), a first priority security interest in the Pledged 
Assets. The income Notes will not be secured. 


Use of Proceeds - The net proceeds associated with the offering of the Notes Issued on the 

Closing Dale, after the payment of applicable fees and expenses, are 
expected to equal aiqiroximately U.S.$805,000,000. The net proceeds will 
be used by the Issuer to purchase on the Closing Dale the Collateral 
Securities and Eligible Investments having an aggregate Principal Balance 
on the Closing of approximately U.S.$800,(}00,000. See ‘The 
Collateral Securities" and "Use of Proceeds." 
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Interest and Otber Payments on the 

Notes The Secured Notes will accrue interest from the Closing D«c and such 

interest w3l be payable, on the i2th day of each calendar month, or if uty 
such date Is not a Business Day, the immediately foUowng Business Day 
(each such date, a “Payment Date”) commtmcing on April 12, 2CK)7. 
Payments on the Income Notes will be payable in arrears on each Payment 
Date commencing on April 12, 2007, out of Excess Amounts (as defined 
below). All payments on Ithe Notes will be made from Proceeds in 
accordance vrith die Priority bf Payments. 

To the extent interest that U due ts not paid on the Class C NcKes on any 
Payment Date (“Class C Deferred Interest"), such unpaid amounts will be 
added to the principal amount of (he ClusC Not^, and shall accnie 
interest at the Class C Note Interest Rate to the extent lawfiti ^d 
enforceable. So long as any Class S Notes, Class A Notes or Oass B 
Notes are outstanding or the Senior Swap is outstanding, die lyiure to pay 
any interest on the Class C Notes on any Payment Date will not be an 
Event of Default under the Indenture. To the extent interest that is due is 
not paid on the Class D Notes on any Payment Date (“Class 0 Deferred 
Interest”), such unpaid amounts will be added to the principal amount of 
the Class D Notes, and shall accrue interest at the Class D Note Interest 
Rate to the extoit tawfbl and enforceable. So tong as any Clara S Notes, 
Class A Notes, Class B Notes or Class C Notes are outstanding or the 
Senior Swap is outstanding, the failure to pay any interest on the Class D 
Notes on any Payment Date will not be an Event of Default under the 
Indenture. To the extent interest that is due is not paid on the Class E 
Notes on any Payment Dale (“Class E Deferred Interest”), such unpaid 
amounts will be »lded to the principal amount of the Qass E Notes, and 
shall accrue interest at the Class E Note Interest Rate to the extent lawfhi 
and enforceable. So long as any Class S Notes, Class A Notes, Class B 
Notes, Class C Notes or Clara D Notes are outstanding or the Senior Sw^) 
is outstanding, the failure to. pay any interest on the Class E Notes on any 
Paymnti Date will not be an Event of Default under the I ndenture. 

See “Description of the Not«— Interest on the Secured Notes" and 
Priority of Payments." 

The Income Notes will not bear interest based upon any fixed or floating 
rate. The Fiscal Agent will make payments to the Holders of the income 
Notes out of (he Proceeds, if any, available pursuant to clause (xxiii) (or 
pursuant to clause (viii) in the case of the Final Payment Date) under 
“Description of the Notes — Priority of Payments.” Such payments will be 
made on the Income Notes only after all interest and other payments due 
on the Secured Notes have been made and all expenses of the Issuers have 
been paid (with such remaining Proceeds referred to as “Excess 
Amounts"). See “Risk Factors — Notes — Subordination of the income 
Notes; Unsecured Obligations.” 

Principal Paym«tt3...,.......M......~.... The Notes (other than the Class S Notes) will mature on the Payment D^e 

in April 2042 (each such date the "Stated Maturity" with respect to such 
Notes), and the Class S Notes will mature on the Payment Date in August 
2012 (the "Staled Maturity” with respect to the Class S Notes), unless 
redeemed or retired prior (hereto. The average life of the Notes (other than 
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the Cless S Notes) is expected to be substantially shorter than the number 
of yeans from issuance until Stated Maturity for each Class of Notes. See 
“Description of the Notes — Princi{»l" and "Risk Factors — ^Notes— 
Average Lives, Duration and Prepayment Considerations.” 

Principal will be payable on the Class S Notes in accordance with die 
Priority of Payments on euh Ptyment Date commencing on the Payment 
Date occurring in May 2007 in an amount equal to the Class S Notes 
Amortizing Principal Amount with respect to such Payment Date and, if an 
Event of Defuih or Tax Event has occurred and is continuing or an 
Optional R^emption <k Auction has occurred and the Pledged Assets are 
being liquidated pursuant to the terms of the Indenture, the Cius S Notes 
will be paid in hill prior to any distributions to any <Hher Notes. Shifting 
principtd will be payable (pursuant to clause (xiii) of the Priority of 
Payments) on the Secured Notes in accordance widi toe Priority of 
Payments on each Payment Date commencing on toe Payment Date 
occurring in April 2007 as described in the Priority of Payments. 

As a result of the PricH-ity of Payments, notwithstanding the subordination 
of toe Notes described wider "Status of toe Notes” above, toe Outstanding 
Notional Amount of toe Senior Swap may be reduced and toe Class A 
Notes may be eniiiled to revive c^ain payments of |»tncipa! while the 
Class S Notes are outstanding, the Class B Notes may be entitled to receive 
certain payments of principal while the Class S Notes, the Senior Swap and 
the Class A Notes are outstanding, the Class C Notes may be entitled to 
receive certain ptyments of principal while toe Class S Notes, the Class A 
Notes, the Soiior Swap and the Class B Notes are outstanding, toe Class D 
Notes may be entitled to receive certain payments of principal while the 
Class S Notes, toe Class A Notes, (he Senior Swap, the Class B Notes and 
the Class C Notes are outstanding and toe Class £ Notes may be entitled to 
receive certain payments of principal while the Class S Notes, the Class A 
Notes, toe Class B Notes, the Class C Notes and toe Class D Notes are 
outstanding. In addition, the Income Notes may be entitled to receive 
certain payments while the Senior Swap and Secured Notes are 
outstanding. See "Description of the Notes — Priority of Payments." 

in addition, to the extent funds are available therefor in accordance with 
toe Priority of Ptyments, the Senior Swap and certain of the Secured Notes 
(other than toe Class S Notes) will be subject to mandatory redemption on 
any Payment Date if the Coverage Tests are not satisfied as described 
herein. See "Description of the Notes — Principal", “ — Mandatory. 
Redemption” and " — Priority of Payments.” 
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Tax Redemption Subj«:t to certain conditions described herein, the Secured Notes will be 

r^eemed ftom Liquidation Proceeds, in whole but not in part, on the 90th 
day (v^ich 90-day period be extended an ^ditional 90 days, as 
described undw “Description of die Notes — Tax Redemption") following 
the issuers becoming aware of the occurrence of a Tax Ev^t, ^ the 
written direction of, or with the writtui consent of, Hoidns of at least 66- 
2/3% of the Income Notes or Holders of at least a Majority of any Class of 
Secured Notes >^ich, as a result of the occurrence of such Tax Event, have 
not received 100% of the ag^egate amcHint of principal and interest or 
other amounts due and payable to such Holders (such redemption, a ‘Tax 
Redemption"). No such Tax Redemption will occur unless the exp«ted 
Liquidation Proceeds equal! or exceed the Total Rednnption Amount 
(which includes the Income Note Face Amount or such lesser amount as is 
agreed to the Holders of 100% of the Inrame Notes). Upon the 
occurrence of a Tax Redemption, the Income Note will be simultaneously 
redeemed. No such Tax Redemption will occur unles ail amounts payable 
to the Senior Swap Counterparty, the Credit Protection Buyer or any 
assignee of the Credit Protection Buyer (including all Credit Defuilt Swap 
Termination Payments) will have been paid in full, in each case, on the 
related redemption date. 

With respect to a Tax Redemption as described above, the Secured Notes 
will be r^eemed at their Secured Note Redemption Prices, respectively, as 
described herein. The amount distribuiabie as the final payment on the 
Income Notes following any Tax Redemption will equ^ the amount of the 
Liquidation Proceeds remaining after the redemption of the Secured Notes 
in full together with the payment of all other amounts requir»i to be paid 
in acc(Kdance with the Priority of Payments. 

Sec “Description of the Notes— Tax Redemption.” 

Auction.. - Sixty (60) days prior to the Payment Dale occurring in April of each year 

(the “Auction Date”), commencing on the April 2015 Payment Date, the 
Liquidmion Agent, on behalf of the Issuer, shall take steps to conduct an 
auction (the “Auction") of the Credit Default Swap, the Eligible 
Investments (other than cash), the Delivered Obligations, if any, and the 
Collateral Securities in accordance with the procedures specilled in the 
Indenture, if the Liquidation Agent receives one or more bids from 
Eligible Bidden not later than ten (10) Business Days prior to the Auction 
Date, v^ich, when added to the cash on deposit in the Collateral Account, 
equal to or exceed die Minimum Bid Amount (which includes the Income 
Note Face Amount or such lesser amount as is agreed to by the Holders of 
100% of the income Notes), it will sel!, assign, terminate or otherwise 
dispose of the Credit Default Swap, the Eligible Investments (other than 
cash), (he Delivered Obligations, if any, and the Collateral Securities on or 
before the fifth Business Day prior to such Auction Date. The Notes will 
be redeemed in whole and the Outstanding Notional Amount of the Senior 
Swap will be reduced to zero on such Auction Date (any such date, the 
“Auction Payment Date”). If a successful Auction occurs, the Income 
Notes will also be redeemed in full. If the highest single bid on the entire 
portfolio, or the aggregate amount of multiple bids widt respect to 
individual Collateral Securities, Eligible Investments (odier than cash) and 
Delivered Obligations when added with (he other Liquidation Proceeds and 
cash on deposit in the Collateral Account, does not equal or exceed the 
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Minimum Bid Amount or if there is a failure at settlement, the Credit 
Default Swap and the Senior Swiyt will not be terminated or assigned, the 
Eligible Investments {other than ctsh), Coilaterai Securities and the 
DeJivoed Obligations, if any, will not be sold and no redemption of Notts 
on the related Auction Date will occur. 

Oprional Redemption The Secured Notes may be redeemed by the Issuers from Liquidation 

Proceeds, in whole but not in part, on any Payment Date on or after the 
Payment Date occurring in April 2010 {die "Optional Redemption Date”), 
at the written rUrcction of, or widi the written consent of the Holders of at 
least a Majority of the Income Notes (an “Optional Redemption*’). If the 
Holders of the Income Notes so elect to cause an Optional Rednnption of 
the Secured Notes, the income Notes will also be redeemed. 

In the event of an Optional Redemption, the Sixured Notes will be 
redeemed at their Secured Note Redemption Prices as described herein. 

No Secured Notes shall be redeemed pursuant to an Optional Redemption 
and a final p^ment to the Income Notes shall not be made unless the 
Aggregate Reference Obligation Notional Amount of the Credit Defalt 
Swap and the Outstanding Notional Amount of the Sensor Swap will be 
reduced to zero aod the Liquidation Agent furnishes certain assurances th^ 
the Total Redenqition Amount (which includes the income Note Face 
Amount or such 'lesser amount as is agreed to by the Holders of 100% of 
the Income Notes) will be available for payment on the related Optional 
Redemption Date. 

In the event of any redemption of the Secured Notes, the Fiscal Agent srill 
receive for payment to the Holders of the Income Notes the remaining 
balance, if aiy, of funds in the Payment Account (net of all expenses of the 
issuers after payment of the Secured Note R^emption Prices of the 
Secured Notes and the payment of all other amounts payable prior to 
payments to the Fiscal Agent) for payment to the Holders of the Income 
Notes pursuant to Ute Priority of Payments (the “Income Note Redemption 
Price”). 

The Income Note Redemption Price may not be less than the then current 
Income Note Face Amount (or such lesser amount as may be agreed to by 
the Holders of 100% of the Income Notes). 

See “Description oftheNotes-Optional Redemption.” 

Mandatory Redemption On any Payment Date on which any Overcoilateralizatlon Test is not 

satisfied as of the preceding Determination Date the Outstanding Notioittl 
Amount of the Senim Swap shall be reduced and certain of the Secured 
Notes (other than the Class S Notes) will be subject to mandatory 
redemption in accordance ’ with the Priority of Payments, until the 
Outstanding Notional Amount of the Senior Swap has bun reduced to zero 
and the applicaMe Secured Notes have been paid in full (a “Mandatory 
Redemption”). The Class E Notes are also subject to mandatwy 
redemption in accordance with the Priority of Payments on any Payment 
Date if the Class E Interest Diversion Test is not satisfied. The Class S 
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Notes and the Income Notes are not sut^ect to mandatory redemption as a 
lesultofthefulureofanyCoverageTesL See “Description of the Notes — 
Principd”, ‘‘ — Mandatory Red«nption” and “ — Priority of Payments.” 

Coverage Tests The following table identifies the Cov»age Tests and the value at which 

su^ tests will be satisfied. See “Description of The Notes — Mandatory 
Redemption”. 


Ratio at Which Test is 
Satisfied 

equal to or greater than 116.5% 


equal to or ^ealer than 106.5% 


equal to or grater than 102.4% 


In addition, die Qass E Intmst Diversion Test will be safisfied if the Class 
E Overcollateralization Ratio is equal to or greater than 101.4%. On the 
Closing Date, the Smior Overcollateralization Ratio is expected to be 
120.5%, the Class C OvcrcollateraUzation Ratio is expected to be 109.3%, 
the Class D Overcolialeralization Ratio is expected to be 104.5% and the 
Class E Overcollateralization Ratio is expected to be 103.1%. 


Coverage Test 

Senior Overcoilateralizttion 

Test 

Class C Overcolialeralization 
Test 

Class D Overcollateralization 
Test 


The Credit Default Swap— 

Documentation The Credit Defiiult Swap will be structured as a ‘^ay-as-you'go” credit 

default swap and will be documented pursuant to a 1992 ISDA Master 
Agreement (Multicurrency-Cross Border}, including the Schedule thereto 
(the “Master Agreement”), along with a confirmation (the “Master 
Confinratiem”) between the Issuer, as Credit Protection Seller, and 
Goldman Sachs International (“GSI”), as the Credit Protection Buyer, 
evidencing a trwsaction with respect to each Reference Obligation in the 
Reference Portfolio thereunder (eadi such transaction, a “CDS 
Transaction"). 

Reference Obligation Notional 

Amount Each CDS Trans^ion is expected to have a specified ttolional amount (the 

“Reference Obligation Notional Amount") which represents the dollar 
amount of the credit exposure which the Issuer is assuming thereunder 
with respect to the Reference Obligation related to such CDS Transaction. 
The "Aggregate Reference Obligation Notional Amount" is the sum of the 
aggregate Reference Obligation Notional Amounts of all CDS 
Transactions. On the Closing Date, the Issuer expects to enter into CDS 
Transactions with the Credit Protection Buyer referencing the Reference 
Obligations described herein and having an Aggr^ate Reference 
Obligation Notional Amount of approximately U.S.S2, 000,000, 000. In 
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accordance with the temts of the Credit De^iult the Reference 

Obligation N«ionai Amount of a CDS Transaction is expected after the 
Closing Date to be: 


(i) decreased on each day on which a Reference Obligation Principal 
Payment is made \>y the relevant Reference ObUg 3 tion Principal 
Amortization Amount; 


(ii) decreased on each day on which a Failure to Pay hinclpai occum by 
the relevant Prindpai Shortfall Amount; 


(iii) decreased on eadi day on whidt a Writedown occurs by the relevant 
Writedown Miount; 


(iv) increased wt each day on which a Writedown Reimbursement ocews 
by any Writedown Reimbursement Amount in respect of a Writedown 
Reimbursement within paragraphs (ii) or (iii) of the definition of 
“Writedown Reimbursonent’’; and 


(v) decreased on each Delivery Date by an amount equal to the relevant 
Exercise Amount minus the relevant amount determined pursuant to 
paragraph (b) under the heading “Physical Settlement Amount” in the 
Master Conftrmdion; provided that, if any Relevant Amount is applicable, 
the Exercise Amount will also be deemed to be decreased by sudi 
Relevant Amotmt (or increased by the absolute value of sudt Relevant 
Amount if such Relevant, Amount is negative) with effect from such 
Delivery Date. 


Each CDS Transaction will terminate by its terms no later than the 
scheduled legal final maturity of the related Reference Obligation unless a 
Credit Event occura or a Floating Amount becomes due with respect to 
such CDS Transaction and the physical settlement date is scheduled to 
occur aftd such date. 


For a mcffe detailed description of the Credit Default Swap, see ‘The 
Credit Default Swap”. Copies of the Master Agreement and the Master 
Conftrmation are available to investors from the Trustee. 

The Reference Portfolio .... 

On the Closing Date, the Credit Default Swap will reference 140 

Reference Obligations (collectively, the “Reference Portfolio"). See 
Appendix B 10 this Offering Circular for certain summary information 
attout the Reference Portfolio. 


The typa of Residential Mortgage-Backed Securities that constitute 
Reference Obligations in the Reference Portfolio will include RMBS 
Prime Mortgage Securities, RMBS Midprime Mortgage Securities and 
RMBS Subprtme Mortgage Securities. 

Credit Events 

.......... The following Credit Events (each a "Credit Event") shall ^ply vvith 
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respect each Refemice Ohiigation: 

(i) Failure to Piqj' Principal; 

(ii) Writedown; or 

(Ui) Distressed Ratings Downgrade. 

See “The Credit Default Swap— Credit Evwtu.” 

Conditions to SetticmeDf....~....~..~ The “Conditions to Settlement" will be satisfied upon delivery to the 
Credit Protection Seller and the Trustee of a Credit Event Notice and a 
Notice of Publicly Available Information. 

Notifying The Credit Protection Buyer. 

Credit Default Swap Calculation 

Agents - GSJ will be the calculation agent (in this capacity the "Credit Default Swap 

Calculation Agent") undw the Cr^it Default Swap. 


Settlement Method - Physical. 

Credit Default Swap Early ^ j. 

Termination The Gedit Default Swap may be terminated by the Issuer or by the Credit 


Protection Buyer (a “Credit Default Swap Early Termination”) at the j 
option of the non-defaulting or non-affected party, as applicable, upon the ; 
occurrence of an “Event of Default” or “Termination Event" (each, as 
defined in the Master Agreement). Upon the Trustee having actual 
knowledge of the occurrence of any event that gives rise to the ri^t of the 
Issuer to termin«e the Credit Default Swap, the Trustee or the Fiscal 
Agent, as applicable, will as promptly as practicable notify the Noteholders 
of such event but will only terminate any such agreement on behalf of the 
Issuer (i) at the direction of a Majori^ of the Income Notes or (ii) (a) 
upon the redemption of the Sccur^ Notes in full, (b) If the principal 
balance of the Secured Notes is reduced to Kto or (c) upon die 
acceleration of the maturity of the Secured Notes pursuant to the terms of 
the Indenture. The Issuer is required to satisfy the Rating Agency 
Condition priw to any (I) replacement of the Credit Protection Buyer or (ii) 
assignment of the Credit Default Swap. In connection with any 
Noteholder vote to terminate the Credit Default Swap, any Income Notes 
held by or on behalf of the Credit Protection Buyer or any of iu Affiliates 
will have no voting rights and will be deemed not to be Outstanding in 
connection withmy such vote. 

The Collateral Securities The Issuer will use the net proceeds from the offering of the Notes to 

purchase Collateral Securities and Eligible Investments having an initial 
principal amount as of the Closing Date of approximately 
U.S,$800,<X)0,000. The Collateral Securities are required to have the 
characteristics and satisfy the criteria described herein under “The 
Collateral Securities." 
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The Liquidation Agent, on behalf of the Isuer, will obtain the funds to 
Cn^il Protection Amounts (which, for the avoidance of doubt, wiil not 
include Defaulted Swap Terniination Payments) by (i) aRtlying the 
Collateral Liquidatitm Procedure and (ii) alter the Balance of the Collateral 
Accwnt has beee reduced to zero, demanding payment under the Senior 
Swap of an amount equal to ^e lesser of the Credit Protntion Amount due 
(net of any amount applied. pursuant to clause (i)) and the Outstanding 
Notional Amount of the Senior Swap. 


If the Notes becmne due in connection with an Optional Redemption, Tax 
Redemption or Auction, (i) the Liquidation Agott, tm b^aif of the iuuer, 
will assign or terminate the CDS Transactions and will liquidate all of the 
Collateral Securities and Eligible Investments in the Collateral Account 
and all Dclivned Obligations in the Delivered Obligadons Account and 
(Ii) die Issuer will pay to the Credit Protection Buyer any Credit Default 
Swap Termination Payments the Issuer is required to pay to the Credit 
Protection Buyer (if any) in connection with any assignment or termination 
of the CDS Transactions. Certain amounts will be held bade if one or 
more outstanding Credit Events remain due as of the Redemption Date. 


If a CDS Transaction is terminated in connection with the occurrence of an 
Event of Default or Termination Event (each, as defined in the Master 
Agreement), the Liquidation Agent, on behalf of the Issuer, will pay to the 
Credit Protection Buyer any Credit Default Swap Termination Payments 
(which, f(^ the avoidance of doubt, will not include Defaulted Swap 
Termination Payments) owed by the Issuer to the Credit Protection Buyer 
by (i) applying the Collateral Liquidation Procedure and (ii) after the 
Balance of the Collatoa) Account has been reduced to zero, demanding 
payment under the Senior Swap of an amount equal to the lesser of the 
Cr^it Protection Amount due (net of any amount applied pursuant to 
clause (i)) and the Outstanding Notional Amount of the Senior Swap. 
Certain amounts will be held back if one or more outstanding Credit 
Events exist or Floating Amounts remain due as of any termination date. 


If a CDS Transaction lerminales on its scheduled termination date without 
a Credit Event occurring, payments of principal on the Collateral Securities 
and Eligible Investments in the Collateral Account in an amount equal to 
the Aggregate Net Adjusted Amortization Amount shall be applied as 
Proceeds in accordance with the Priority of Payments on the immediately 
following Payment Date. 


See 'The Collateral Securities” 

Senior Swap... On the Closing Date, the Senior Swap Counterparty will enter into the 

Senior Swap with the Issuer. GSI will be the initial Senior Swap 
Counterparty. The Senior Swap will be a limited recourse obligation of the 
Issuer. 

The Senior Swap wilt provide for the payment by the Issuer of a premium 
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(the "SeRicw Sw^ Premium") payable od each Payment Date, at the rate of 
0.30% per annum on the Outstwding Notional Amoim! of the Senior 
Swap. The Senior Swap Premium will accrue during eadi Interest Accrual 
Period. To the cxtmt a Floating Amount (other Aan those related to 
Interest Shortfalls) or Credit Default Swap Termination Payment becomes 
due from the Issuer with respect to a COS Transaction and Ote Balance of 
the Collateral Securities and Eligible Investments in the Collateral Account 
have been reduced to zero, the Senior Swap Counterparty will be required 
to make a payment (any such payment, a "Saiior Swap Funding 
Payment”) to the Issuer to ^nd such amount in acctvdance with the Senior 
Swap in an amount equal to the lesser of die Floating Amount due and the 
Outstanding Noticmal Amount (any such »nount, a "Senior Swap Funding 
Amount”). To the extent the issuer receives Writniown Reimbursonent 
Payment Amounts or Principal Shortfall Reimbursement Payment 
Amounts after the Senior Swap Counterparty has made a SmOT Sw^ 
Funding Payment, the Issuer will pay such amounts directly to Ute Senior 
Swap Counterparty until all Senior Swap Funding Foments have been 
reimbursed to the Senior Swap Counterparty. 

At least two BusitKSS Days prior to each Payment Date, Uie Trustee, on 
behalf of the Issuer, will calculate the amount by which, if any, the 
Outstanding Noticmal Amount of the Senior Swap will be reduced on the 
related Payment Date in connection with the Aggregate Net Amortization 
Amount as described under “Description of the Notes - Priority of 
Payments" and on each Payment Date the Outstanding Notional Amount 
will be reduced the Senior Swap Reduction Amount, if any. for such 
Payment Date. 

If an Event of Default or a Termination Event occurs under the Senior 
Swap, “Market Quotation” and “Second Method" will be applied to 
determine any related termination or assignment payments; provided 
however, that if the l^uer is the sole Affected Party or the Defaulting Paily 
in respect of such Event ofDehtult or Termination Event, (I) the Issuer will 
pay to the Senior Swap Counterparty any accrued but unpaid Senior Swap 
Premium Amounts, (ii) the Senior Swap Counterparty will pay to the 
Issuer any unpaid Sailor Swap Funding Payments and (iii) no other 
amounts shall be paid by the Issuer. Notwithstanding the foregoing, no 
termination pqrments will be payable by the Senior Swap Counterparty or 
the Issuer in connection with an optional termination of the Senior Swap. 
Any ternunatton-payments paid by the Senior Swap Counterparty to the 
Issuer will be deposited into the Collateral Account. 

The Issuer’s obligations under die Senior Swap will be secured under the 
Indenture. The Notes (other than the Class S Notes and the Class A Notes) i 
are subordinated to the payment by the issuer of the Senior Swap. 
Premium. The Senior Swap is not offered hereby. 

The Collateral Put Agreement.....^.. On or prior to the Closing Date, the Issuer will enter into a put agreemoit 
(the “Collateral Put Agreement”) with GSI (in such capacity, the 
"Collateral Pul Provider"). 

With respect to the Issuer’s liquidation of Collataal Securities and Eligible 
Investments (other than Put Excluded Collateral) in connection with the 
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payment by the Issuer of any Credit Protection Amounts to the Credit 
Protection Buyu. if the Liquidation Agent is unable to obtain at least 
100% of par for a Collaieral Security or at least 100% of par fOT Eligible 
Invesonents (in each caise (i) other dian Put Excluded Coilatera! and (ii) 
excluding any accrued and unpaid interest), the Liquidation Agent wit! 
then, on behalf of the issuer, exercise ^e Issuer’s rights under the 
Coilatera! Put A^eemeni pursuant to which the Liquidation Agent will 
deliver such Coilatera! Securities or Eligible Investments (other than Put 
Excluded Coilaterel) to the Collateral Put Provider in exchange for die 
payment by the Coil^era! Put Provider of an amount equal to 100% of par 
for such Cotlaloal Securities or Eligible Investments (plus accnied and 
unpaid interest). - 

See 'The Collatettd Put Agreement”. 

Uquidation of Collateral.............. On or immeditfeiy (nior to the final maturity date of the Notes or in 

connection with any Optional Redemption, Auction, Tax Redemption or 
Event of Default, the Liquidation Agent, on behalf of the issuer, will (i) 
assign or tenninate or cause to be assigned or terminated CDS 
Transactions, (ii) liquidate all of the Collateral Securities, Delivered 
Obligations and Eligible Investments and (iii) demand payment for any 
termination or assignment payments due to the Issuer. 

The Uquidation Agent Goldman, Sachs St Co. (”GS&Co.”) as Liquidation Agent (in such 
capacity, the “Liquidation Agent”) under the Liquidation Agency 
A^eement dated as of the Closing Date (the “Liquidation Agency 
A^eement”) between OS&Co. and the Issuer will, on behalf of the Issuer, 
(i) assign, termintie or otherwise dispose of (a) CDS Transactions the 
Reference Obligations of which are determined pursuant to the Collateral 
Administration A^eement by the Collateral Administrator, on behalf of 
the Issuer to be Dedii Risk Obligations and (b) Delivered Obligations, (ii) 
sell, assign, tenninate or otherwise dispose of the Credit Default Swap, 
Delivered CAHgaUons, Collateral Securities and Eligible Investments of 
the Issuer in connection with (a) a redemption of the Notes as a result of an 
Optional Redemptkm, a Tax Redemption, an Auction or as otherwise 
required under the Indenture as described therein and (b) an acceleration of 
Notes as a result of an Event of Default as required under the indenture as 
described therein, (iii) exercise rights of the Issuer under the Collateral Put 
Agreement and (iv) perform certain other functions, as described herein. 
The Liquidation Agent will have twelve (12) months to assign, lermiflafe 
Of otherwise dispose of (a) CDS T ransactions the Reference Obligations of 
which arc deiennined pursuant to the Collateral Adminisuation Agreement 
by the Collateral Administrator, on behalf of the Issuer, to be Credit Risk 
Obligations and (b) Delivered Obligations in accordance with the terms of 
the Liquidation Agency Agreement (such twelve months measured from 
the date the Liquidation Agent is notified of either (1) such determination 
by the Collated Administrator or (2) the receipt of such Delivered 
Obligation by the Issuer, as applicable). The proceeds of any such sale of 
Delivered Obligations will be deposited by the Trustee into the Collateral 
Account and invested in Eligible Investments and Collateral Securities 
selected at the direction of the Liquidation Agent. In addition, any 
principal proceeds received on such Delivered Obligations prior to such 
sale, will be deposited by the Trustee into the Collateral Account. The 
Liquidation Agent will not have the right, or the obligation, to exercise any 
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discretion wtii respect to tits method or the price of my ass^;nment, 
termination or disposition of a CDS Transaction; tiie sole c^ligation of the 
Liquidation Agoil will be to execute sudi assignment or teiminatton of a 
CDS Transaction in accordance wHh the toms of the Liquidation Agency 
Agreement. Notwithstanding the iqspointment of tite Liquidation Agent, 
the Liquidation Agent shall have no responsibility for, or liability relating 
to, the performance of the Issuer or my CDS Transaction, Refbrence 
Obligation. Collateral Security or Eligible Investment. 

See 'The Liquidation Agency Agreement.” 

Reports A r^rt will be made available to the Holders of the Notes and will 

;»ovide information on the Reference Portfolio and paymoits to be made 
in accordance with the Priority of Payments (each, a ‘'Note Valuation 
Report") beginning in April, 2007. Sec "Reports." 

TheOtTering.................................... The Offered Notes arc being offered to non-U.S. Persons in offshore 

transactions in reliance on Reguitrtion S, and in the United States to 
perscms who are Quaiitied Institutional Buyers purchasing in reliance on 
the exemption frcm registration under Rule I44A or, with respect to 
Income Notes only. Accredited Investors purchasing in transactions 
exempt from registration under the Securities Act. Each purchaser who is a 
U.S. Person must also be a Qualified Purchaser. Each Accredited Investor 
must have a net worth of at least U.S.SI0 million. See "Description of die 
Notes — Form of the Notes," “Underwriting" and "Notice to Investors.” 

Minimum Denominations The Notes will be issued in minimum denominations of U.S.S250,000 (in 

the case of the Rule i44A Notts and the Income Notes sold to Accredited 
Investors) and U.S.S!00,000 (in the case of the Regulation S Notes) and 
integral multiples of LI.S.S1 in excess thereof for each Class of Notes. 

Form of the Notes........... Bach Class of Notes sold in offshore transactions in reliance on 

Reguluiem S will initially be represented by one or more temporal' global 
notes (each, a “Temporaiy Regulation S Global Note"). Each Temporary 
Regulation S Global Note will be deposited on the Closing Date with The 
Bank of New York Trust Company, National Association as custodian for, 
and registered in the name of Cede & Co. as nominee of The Depository 
Trust Company f'DTC”), for the respective accounts of Euroclcar Bank 
S.A^N.V., as operator of the Euroclear System ("Eurocleaf"), and 
Clearstream Banking, socidU anonyme (“Clearstream"). Beneficial 
interests in a Temporary Regulation S Global Note may be held only 
through Euroclear or Clearstream and may not be held at any time by a 
U.S. Person C'U-S. Person") (as such term is defined in Regulation S under 
the Securities Act). 

Each Class of Rule 144A Notes (other than the Class E Notes and flhe 
income Notes) will be issued in the form of one or more global notes in 
fully registered form (the "Rule 1 44 A Global Notes” and, together with dtc 
Temporary Regulaticn S Global Notes and the Regulation S Global Notes, 
the “Global Notes"), deposited with The Bank of New York Trust 
Company, National Association as custodian for, and registered in the 
name of Cede & Co. as nominee of, DTC, which will credit the account of 
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each of its participants with Ae principal amount of Notes being purdtased 
by or through sich participant. BeneflciaJ interests in the Rule !44A 
Global Notes will be shown on, and transfers thereof will be effected only 
through, records maintain^ by D'TC and its direct and indirect 
participants. 

The Class E Notes (odter than the Reflation S Class E Notes) and the 
Income Notes (other than the Regulation S Income Notes) will be 
evidenced by one or more notes in definitive, fully registered form, 
registered in the name of the owner thereof (each, a “Definitive Note”). 


Beneficial interests in the Global Notes wd the Definitive Notes may tuil 
be transferred except in compliance with the Oansfa restrictions described 
herein. See “DcscripiiOT of the Notes—Form of the Notes" and “Notice to 
Investors." 


Governing Law The Irdcmuie, the Collateral Administration Agreement, the Senior Swap, 

the Credit Default Swap, the Notes, the Liquidation Agency Agrccmwit, 
the CoHaieral Pul A^ement and the Fiscal Agency Agreement will be 
governed by the laws of the State of New Y ork. 


Listing and Trading There is currently no market for the Notes and there can be no assurance 

that such a market will develop. See "Risk Factors — ^Notes — Limited 
Liquidity and Restrictions on Transfer." Application may be made to the 
Irish St^ Exchange fiH the Notes to be admitted to the official list of the 
Irish Stodi Exchange and to trading on Its regulated market. There can be 
no assurance thu any such application wilt be made or that any such listing 
will be obtained or maintained. 


Irish Listing Agent; Irish Paying 

Agent (If any) If application is made to list the Notes on the Irish Stock Exchange, 

(i) Maples and Calder Listing Services Limited will be the Irish Listing 
Agent for the Notes (the "Irish Listing Agent") and (ii) Maples Finance 
Dublin will be the Irish Paying Agent for the Notes (the “Irish Paying 
Agent”). 


Tai Status See "Income Tax Considerations.” 

ERISA Considerations ...» See “ERISA Considerations." 
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RISK FACTORS 

Prior to making an investment decision, prospective investors should carefully consider, in addition to the 
matters set forth elsewhere in this OlTering Circular, the foBomng factors: 

Notes 


Limited Liquidity and Restrictions m Tranter. There is currently no maricet for the Note. Althou^ 
GS&Co. has advised the Issuers that it intends to make a market in the Offered Notes, CS&Co. is not obligated to 
do so, and any such market making with respect to the Offered Notes may be discontinued at any time without 
notice. There can be no assurance that tmy secondary markM for any of the Notes will develop or, if a secondary 
mvket does develi^, that it will provide the Holders of the Notes with liquidity of investment or that it will continue 
for the life of such Notes and consequently a purchaser must be prepared to hold the Notes until the Stated Maturity. 

In addition, no sale, assig^tment, pwticipation, ^edge or Pansfer of the Notes may be effected if, tunong 
other things, it would require any of the Issuer, the Co<[ssuer or any of their officers or directors to register under, or 
otherwise be subject to the provisiems of, the Investment Company Act or any other similar legislation or regulatory 
^ion. Furthermore, the NtMes will not lx registned under ^ Securities Act or any state securities laws or the lam 
of any other Jurisdiction, and the Issuer has no plans, and is under no obligation, to raster the Notes undo' the 
Securities Act or any state securities laws or under the laws of any other jurisdiction. The Notes are subject to 
certain transfer restri^ions and can be transferred only to certain transferees as described herein under “Descriptiim 
of the Notes — Foim of the. Notes" and "Notice to Investon.” Such restrictions on the transfer of the Notes may 
further limit their liquidity. See "Description of the Notes — Form of the Notes.” Application may be made for the 
Notes to be admits to the official list of the Irish Stock Exdiange and to Pading on its regulated market. There can 
be no assurance that any such application will be made or Piat any such listing will be obtained. 

Limited Recourse Obligations. The Class A Notes, Class B Notes, Class C Notes and Class D Notes will 
be limited recourse i^iigations of the Senior Swap and the Issuers and the Class E Notes will be limited recourse 
obligations of the Issuer, in each case, payable solely from the Pledged Assets pledged by the Issuu^ to secure the 
Secured Notes and the Senior Swap. The income Notes will lx limited recourse obligations of die Issuer and will 
not be secured by the Pledged Assets securing the Secured Notes and the Senior Swap. None of the l^iquidation 
Agent, the Holden of the Notes, (he Initial Purcharer, the Trustee, the Administrator, the Share Trustee, the Agents, 
die Senior Swap Counterparty, the Collateral Put Provider, the Cr^it Protection Buyer or any affiliates of any of the 
foregoing or the Issuers' affiliates or any other person or entity will be obligated to make payments on the Secured 
Notes, the Senior Swap or the Income Notes. Consequently, the Senior Swap Counterparty and the Holders of the 
Secured Notes must rely solely on disPibutions on the Pledged Assets pledged to secure the Senior Swap and the 
Secured Notes for the payment of principal, interest, premium and other distributions thereon. If distributions on the 
Pledged Assets are insufficient to make payments In respect of the Senior Swap and the Secured Notes, no other 
assets (and, in particular, no asuts of the Liquidation Agent, die Holders of the Secured Notes, the Holders of the 
Income Notes, the Initial Purchaser, the Trustee, the Administrator, the Share Trustee, the Agents, the Senior Swap . 
Counterparty, the Collateral Put Provider, the Credit Protection Buyer or any affiliates of any of the foregoing) will 
be available for payment of the deficiency, and following realization of the Pledged Assets pledged to secure the 
Senior Swap and the Secured Notes, the obligations of the Issuers to pay such deficiency shall be extinguished and 
shall not revive. 

Subordination of the Soles. Payments of principal on the Class S Notes will be senior to reductions of the 
Ou^landing Notional Amount of the Senior Swap and payments of principal on the Class A Notes, the Class B 
Notes, the Class C Notes, the Class D Notes and the Class E Notes and to the distribution of Proceeds to the Holders 
of the Income Notes on each Payment Dale to the extent set forth in the Priority of Payments. Payments of premium 
on the Senior Sw^ will be senior to payments of principal on the Secured Notes and senior to the distribution of 
Proceeds to the Holdws of the Income Notes on each Paymoii Date to the extent set forth in the Priority of 
Foments. The Outstanding Notional Amount of the Senior Svrap will be reduced either pro rata with principal 
payments on the Class A Notes or senior to payments of principal to the Class A Notes as described herein. 
Paymoits of principal on the Class A*f Notes and the Class A-b Notes will be paid either pro rata or first to the 
Class A-f Note and second to the Class A-b Notes depending on the circumstances as more fully described herein. 
Payments of principal on the Class A Notes due on any Payment Dale will be senior to payments of principal of the 
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Class B Notes, ^e Class C Notes, the Class D Notes and the Class E Notes and to the di^bution of Proceeds to the 
Holders of the Income Notes <hi such Payment l>«e to the extent set forth in the Wority of Paymtaits. Payment of 
principal on the Class B Notes due on any Payment Date will be seniw to payments of principal on the Class C 
Notes, foe Class D Notes and foe Class E Notes and senior to foe distributions of Proceeds to foe Holders of foe 
Income Notes on such Paymoit Date to foe extent set forth in the Priority of Payments. Paym«iB of principal on 
foe Class C Notes due on any Payment Date will be senior to payments of principal on foe Class D Notes and Class 
E Notes and soiior to foe distributions of Proceeds to the Hoidm of foe Income Notes on such Payment Date to the 
extent set forth in foe Priority of Payments. Payments of principal on foe Class 0 Notes due on aiqr Paymwit Date 
will be senior to paymtmis of fxrlncipai on foe Class E Notes and senior to foe distributkms of Pnx^s to foe 
Holders of foe income Notes on such Payment Date to the extent set forth in the Priority ofPaymrats. Payments of 
principal on foe Class E Notes due on any Payment Date will be senior to foe distributions of Proce^ to foe 
Holders of foe Income Notes on such Payment Date to foe extent srt forth in the Priority of Payments. As a result of 
foe Priority of Payments, notwifostanfong the subordination of the Notes described under “Description of the 
Notes — SbUus and Security,” the Outstanding Notional Amount of foe Senior Swap will be reduced while foe Class 
S Notes are outstanding, foe Class A Notes will be entided to receive certain paymentt of principal while foe Class 5 
Notes and the Senior Swap are outstanding, foe Class B Notes will be entitled to receive certain payments of 
principal udtile foe Class S Notes, foe Senior Swap and the Class A Notes are outstanding, the Class C Notes will be 
entitled to receive ceruin payments of principal while foe Class S Notes, foe Senior Swap, foe Class A Notes and the 
Class B Notes are outstanding, foe Class D Notes will be entitled to receive certain payments of principal while foe 
Class S Notes, the Senior Swap, foe Class A Notes, the Class B Notes apd foe Class C Notes are outstanding and the 
Class E Notes will be entitled to receive certain payments of (nincipat whiie the Class S Notes, foe Senior Swap, foe 
Class B Notes, foe Class C Notes and foe Class D Notes are outstanding and the Class E Notes will be entitled to 
receive col^n payments of principal while foe Class S Not^ foe Senior Swap, foe Class A Notes, the Class B 
Nim, the Class C Notes and the Class D Notes are outstanding. In addition, foe Income Notes will be entitled to 
receive certain payments while foe Secured Notes and Senior Swap are outstanding. See “Description of the 
blotes — Priority of Payments." To foe extent that any losses are incurred by the Issuer in respect of any Pledged 
Assets, such losses will be btwne first by Holders of foe Income Notes, then by the Holders of the Class B Notes, 
then, by Holders of foe Class D Notes, then, by Holdos offoe Class C Notes; then, by Holders of the Class B Notes, 
than, by Holders cf the Class A-b Notes, then, the Holders of the Class A-f Notes and then, by the Senior Swap 
Counterparty, and finally, by Holders of the Class S Notes. 

Payments of interest on foe Class S Notes due on any Payment Date will be senior to payments of premium 
on the Senior Swap and to payments of interest on foe Class A Notes, the Class B Notes, foe Class C Notes, the 
Class D Notes and the Class E Notes and senior to foe distributions of Proceeds to the Holders of the Income Notes 
on such Payment Date. Payments of interest on the Class A Notes due on any Payment Dale will be senior to 
payments of interest on the Class B Notes, foe Class C Notes, foe Class D Notes and foe Class E Notes and senior to 
the distributions of Proceeds to the Holders of the Income Notes on such Payment Date. Payments of interest on the 
Class B Notes due on any Payment Date will be senior to payments of interest on the Class C Notes and the Class D 
Notes and senior to the distributions of Proceeds to foe Holders of the Income Notes on such Payment Date. 
Payments of interest on the Class C Notes due on any Paymtxit Date will be senior to payments of interest on the 
Cl^ D Notes and foe Class E Notes and senior to foe distributions of Proceeds to the Holders of the Income Notes 
on such Payment Dale. Payments of interest on foe Class O N<R» due on any Payment Date will be senior to 
payments of interest on foe Class E Notes and senior to distributions of Proceeds to foe Holders of the Income Notes 
on such Payment Date. Payments of interest on the Qass B Notes due on any Payment Date will be senior to the 
distributions of Proceeds to the Holders of the Income Notes on such Payment Date. See “Description of foe 
Ntxcs.” 


On any Payment Date on which certain conditions arc satisfied and funds are available therefor, foe 
“shifting principal” method in clause (xiii) of the Priority of Payments may permit the Outstanding Notional 
Amount of foe Senior Swap to be reduced and foe Holders of foe Class A Notes, foe Class B Notes, the Class C 
Notes, the CIms D Notes and foe Class E Notes to receive payments of principal in accordance with foe Priority of 
Payments while more senior Classes of Notes and the Senior Swap remain outstanding and may permit distributions 
of Principal Proceeds to the Holders offoe Income Notes, to the extent funds arc available in accordance with foe 
Priority of Paymwts, while foe more senior Notes are outstanding. Amounts properly paid pursuant to foe Priority 
of Payments to ajunior Class ofNoies will not be recovcr^le in foe event of a subsequent shortfall in the amount 
required to pay a more senior Class of Secured Notes. 


43 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821238 


VerDate Nov 24 2008 


09:58 May 19, 2011 Jkt 066051 


PO 00000 Frm 00792 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



789 


Footnote Exhibits - Page 3047 


Holders of the Controlling Classmen not be able to effect a liquidation of the Pledged Assets in an Event of 
D^ault; Holders of other Classes of Notes mc^ be Adversely Affected by ^cfioni of the Controlling Class. If an 
Event of De&ult occurs and is continuing, a M^ortQ’ of the Controlling Class will be entitled to detennine die 
remedies to be exercised under the Indentore; however, the Majority of the Controlling Class will not be able to 
direct a sale or liquidation of- the Pledged Assets unless, among other diin^, the Trustee detumines (which 
determination will be based upon a certiEcate of the Liquiduioit Agent as to the estimated proceeds) that the 
anticipated proceeds of such sale or liquidation (after deducting the reasonable expenses of such sale or liquidiUion) 
would be sufficient to pi^ in fUll die sum of (A) amounts due to the Senior Swap Ojunterparty, net of all amounts 
payable to die Issuer by the Sotior Swap Count«paity, (B) the principd (including any Class C Deferred interest. 
Class D Defmed Interest and Class E Deferred interest) and accrued interest (including all Defaulted interest, and 
interest thereon) and tmy other amounts due with respe<^ to all the outstanding Notes, (C) unpmd Administrative 
Expense, (D) ^1 amounts, including Credit Default Swap Tennination Payments, due the Credit Protectiem Buyer 
or an assignee of a Credit Protection Buyer upon termination or assignment of the Credit De&uit Swap, net of 
termination or assignment payments payable to the Issuer by the Credit Protection Buyer or an assignee of a Credit 
Protectitm Buyer, (E) all amounts due to the Collateral Put Provider, net of amounts payable to the Issuer by the 
Collateral Put Provider and (F) lUl other items in (he Priority of Payments ranking prior to p^ments on the Notes 
mid a Majority of the Controlling Class agrees widi such determination. Thae can be no assurance that proceeds of 
a sale and liquidation, together with all other available funds, will be sufficient to pay in full such amount In 
addition, even if the anticipated proceeds of such sale or liquidation would not be sufficient to pay m full sudi 
amount the Smiior Swap Counterparty and/or the requisite Holders of Notes as deteimined pursuant to the Indenture 
or the Holders of a Majority of the Controlling Class may direa the sale and liquidation of the Pledged Assets. 

Remedies pursued by the Holders of the Class S Nmes, the Senior Swap and Class A Notes could be 
adverse to t!» interests of the Holders of the Class B Notes, the Class C Notes, the Class D Notes, the Class E Notes 
and the Income Notes. After the Class S Notes, Uie Senior Sw^ and the Class A Notes are no longer outstanding, 
the Hoidos of the Class B Notes will be entitled to determine (he remedies to be exercised under the Indenture 
(except as noted above) if an Event of Default occurs. After die Class S Notes, the Senior Swap, the Class A Notes, 
and the Class B Notes are no longer outstanding, the Holders of the Class C Notes will be endUed to determine the 
remedies to be exercised under the Indenture (except as nt^ above) if an Event of Default occurs. After the Class 
S Notes, the Senior Swap, the Class A Notes, the Class B Notes and the Class C Notes are no longer outstanding, 
the Holders of the Class D Notes will be entitled to determine the remedies to be exercised under the Indenture 
(except as noted above) if an Event of Default occurs. After the Class S Notes, the Senior Swiqj, the Class A Notes, 
the Class B Notes, the Class C Notes and the Class D Notes are no longer outstanding, the Holders of the Class E 
Notes will be entitled to determine the remedies to be exercised under the Indenture (except as noted above) if an 
Event of Detiult occurs. See “Description ofthe Notes — ^The indenture — Events of Default.” 

Subordination of the Income Notes: Unsecured ^ligations. The Income Notes are limited recourse 
obligations of (he Issuer and are not secured by (he Pledged Assets securing the Secured Notes. As such, the 
Holders of the Income Notes will rank bdiind all of the secured creditors and pari passu with all unsecured 
creditors, whether known or unknown, of the Issuer. The Issuer, pursuant to the Indenture, has pledged substantially 
ail of its assets to seoire the Secured Notes, the Senior Swap and certain other obligations of the Issuer. The 
proceeds of sudi assets will only be available to make payments in respect of the Income Notes as and when such 
proceeds are released from the iieq of the Indenture in accordance with the Priority of Payments. There can be no 
assurance that, after payment of principal and interest on the Secured Notes and other fees and expenses of the 
Issuer in accordance with the Priority of Payments, the Issuer will have funds remaining to make payments in 
respect ofthe Incone Notes. Failure to pay the full principal amount ofthe Income Notes will in no event constitute 
an Event of Default. No person or entity other thw the issuer will be required to make any payments on the Income 
Notes. ' Excqft with respect to the obligations of the Issuer to make payments pursuant to the Priority of Payments, 
the Issuer does n<« expe^ to have any creditors. The funds available to be paid to the Fiscal Agent will depend in 
part on the weighted average of the Note Interest Rales. 

Any amounts that are released from the lien of (he Ind^ture for payment to the Holders of the Income 
Notes in ucordance witfi the Priority .of Payments on any Payment Date will not be available to make payments in 
respect of the Secured Notes or the $ienior Swap on any subsequent Payment Date. 
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Leveraged Investment. Tlte Income Nota represent a lever^cd invetment In the uiKiCTlying Pledged 
Assets. The use of Icva^c generally magnifies an investor’s opportunititt for gain and ri^ of loss. Therefore, 
dtanges in the mailed value of the itic^ne Notes can be expected to be g^ter than changes in the mditet value of 
the underlying assets included in the Pledged Assets, which are also subject to credit, liquidity and interest rate risk. 

Supplemental Indentures May Modify the Indenture, and Some Supplemental Indentures Do Not Require 
Consent of Holders of Notes. The Indwiture prowdes that the Issuws and the Trustee may enter into nipplementai 
indentures to modiiy various provisions of the Indenture. The execution of supplemental indenhires is subject to 
various conditions precedent. In ctutain cases, die consent of the Holders of the Notes is required, but in certain 
cases, such consent is not required. Furthermore, if no Holder of a Note of a Class responds to notice of a proposed 
amendment within the presoibed time period, all Notes of such Class may be deemed not to be adversely or 
materitdly adversely affected by the proposed supplonoital indNiture. See “Description of the Notes — ^The 
Indimture — Modification of the indenture.” 

Optional Retkmption and Tax Redemption q/* Notes. Subject to the satis&ction of certun conditions, the 
Secured Notes may be optionally redeemed and the Senior Swap terminated in whole and not in part (t) on any 
Paymeit Date on or after the April 2010 Payment Date at the writtoi direction of, or with the wrinen consent of, 
Holders of at least a Majtnity of the Income Notes or (ii) m the date that is 90 days from die date on which the 
Issuers first became awve of the occurrence of a Tax Event {provided that such 90-day period dial! be extenrM by 
another 90 days if, during the initial 90-day period, the Issuers have notified the Holders of the Notes that Ae relied 
issuer expects that it shall have changed its place of residence by Ae end of Ae later 90-dBy period), at Ae written 
direction of, or with Ac written consent of, Holders of at least ^-2/3% of the Income Notes or Ae Holders of at 
least a Majwity of any Class of Notes, if as a result of an occurrence of a Tax Event, such Class of Notes has not 
received 1 0OH of the aggregate amount of principal and interest due ,and payable on such Class of Notes. If an 
Optional Redemption or Tax Redemption of Ae Sccui^ Notes occurs, the Income Notes will be redeemed 
simultaneously. 

There can be no assurance that after payment of Ae redemption prices for Ae Secured Notes, amounts 
p^abie in connection wiA Ae tennination of the Credit Default Swap and Ae Senior Swap and all oAer amounts 
payable in accordance wiA Ae Priority of Payments, any Ihoceeds will remain to distribute to Ae Holders of Ae 
Income Notes upon redemption. See “Description of the Notes — Optional Redemption” and “—Tax Redemption.” 
An Optional Redemption or Tax Redemption of Ae Notes could require Ac Liquids ion Agent to liquidate positions 
more rapidly than would otherwise be desirable, v^ieh could Aversely affect Ae realized value of Ae CDS 
Transactions, the Eligible Investments or Ae Delivered Oblig^tons, In addition, the redemption procedures in Ae 
Indenture may require Ae Liquidation Agent to ag^gttie securities to be sold together In one block transaction, 
thereby possibly resulting in a lower aggregate realized value for Ae CDS Transactions, Ae Eligible Investments or 
Ae Delivered Obligations. In any event. Acre can be no assurance Aat Ae market value of Ae COS Transactions, 
Ae Eligible Invesimotts or the Delivered Obligations will be sufficient for Ae Holders of Ae Income Notes to direct 
an Optional Redemption or, in the case of a Tax Redemption, for the Holders of Ae affected Class of Secured Notes 
or Inctmte Notes to direct a Tax Redemption. A decrease in the market value of Ae CDS Transactions, Ae Eligible 
Investments or Ae Delivered Obligations would adversely affect Ae proceeds Aat could be obtained upon a 
disposition of the COS Transactions, Ae Eligible Inve^ents or Ae Delivered Obligations; consequently, Ae 
conditions precedent to the exercise of an Optional Redemption os a Tax Redemption may not be met. Tlte interests 
of Ae Holders of Ae Income Notes in determinmg whetiwr to elect to effect an Optional Redemption and the 
interests of Ae Holders of Ae affected Class of Secured Notes and Ae Income Notes wiA respect to a Tax 
Redemption may be different from Ae interests of the Holders of Ae oAer Classes of Notes in such respect. The 
Holders of the Notes also may not be able to invest the proceeds of Ae redemption of Ae Notes in one or more 
investmeits providing a return equal to or greater than the Holders of Ae Notes expected to obtain from Aeir 
investment in the Nous. An Optional Redemption w a Tax Redemption will shorten Ae average lives of the Notes 
and Ae duration of the Notes and may reduce the yield to maturity of the Notes. 

Auction. There can be no assurance Aat an Auction of Ae Pledged Assets on any Auction D^e will be 
successful. The failure of an Auction may lengthen Ae expected average lives of Ae Notes and may reduce Ac 
yield to maturity of the Notes. In the event of an Auction, Holders of Income Notes may have Aeir Income Nt^es 
redeemed wiAout receiving any payments on such Income Notes. In addition, Ae success of an Auction will 
shorten the average lives of the Notes and may reduce the yield to maturity of the Notes. 
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Mandatory Redemption of Notes. If the Sensor OvercoltstenliziUion Test is not met on the Determination 
Date immedi^ety preceding a Payment Date, Proceeds that otherwise mi^t have be«) distributnl to the Holders of 
the Class C Notes, die Class D Nous, the Class E Notes and the Income Notes will be used to reduce the 
Outstanding Notional Amount of the Senior Swap and to redeem the Class A Notes and the Class B Notes in full in 
the order described in the Priority of Payments. If the Class C Overcoll^erali 2 ation Test is not met on the 
Oetennination Date immediately preceding a Payment Date, Proceeds thm otherwise might have been distributed to 
the Holders of the Class D Notes, the Class E Notts and die Income Notes will be used to reduite the Outstanding 
Notional Amount of die Senior 5w^ and to redeem the Class A Notes, the Class B Notes and the Class C Notes in 
hill in the ordar described in die Priority of Payments. If the Class D Overcollateralization Test is not met on die 
D^rmination Date immediately {receding a Payment Date, Proceeds that otherwise mi^t have been disteibuted to 
the Holders of the Class E Notes and die Income Notes will be used to .reduce the Outstanding Notional Amount of 
die Senior Swap »id to redeem die Class A Notes, the Class B Noi»,-the Class C Notes and the Class D Notes in 
lull in the order described in the Priority of P^ments-.The foregoing redemptions could result in tut elimination, 
deferral or reductitm in the amounts available to make p^rmenu to the Holders of the Class C Notes, the Class D 
Notes, die Class E Not^ and payments to Holders of (he Income Notes. See “Desaiption of die Notes—Muidatory 
Redemption”. Any such rodemptions will shorten the average life of the redeemed Notes, may lower the yield to 
maturi^ of die Notes. 

Collateral Accumulation. In anticipation of die issuance of the Notes, GSI has agreed to "war^ouse” up to 
U.S.S2,000,000,000 ag^egate notional amount of QDS Transactions and up to U.S.SSOO.OOO.OOO aggregate 
principal amount of Collateml Securities and Eligible Investments, for assumption by the Issuu* or resale to the 
Issun, as applicable, pursuant to (he terms of a forward purchase agreement (the “Forward Purchase Agreement”). 
No collat«'ai manager or other poson acting on behalf of the Issuer has reviewed the prices established pursuant to 
such Forward Purchase Agreement (nor has there beoi any third party verification of such prices). All of such 
notional amount will be represented by one or more CDS Transactions entered into between the Issuer and CSl or an 
affiliate thereof, wherein die Issuer will be selling credit protection. Pursuant to the terms of the Forward Purchase 
Agreement, the Issuer will be obligated to assume or purchase, as applicable, the “warehoused” assets, provided that 
with respect u> die Collateral Secuities, such securities satisfy certain eligibility criteria on the Closing Date, for a 
formula purchase price designed to reflect the premiums at ^idi such “warehoused” assets were assumed or 
purchased, as applicable (using, as ^plicable, the prepayment speed and other assumptions used to set the initial 
price of each individual asset), as adjusted for any hedging gain or loss and any loss or gain on any “warehoused” 
asset assigned or sold, as applicable, to a party other than the issuer during the warehousing period. ConsequenUy, 
the maricet values of ‘Warehoused'' assets at (he Closing Date may be less than or greater than the formula purchase 
price paid by the Issuer. In addition, if a CDS Transaction, Collateral Security or Eligible Investment becomes 
ineligible during the wvehousing period and is not assumed or purchased, as applicable, by the Issuer on the 
Closing Date, or if a CDS Transaction, Collateral Security or Eligible Investment is otherwise disposed at the 
direction of CSl (which disposition may only occur with the consent of CSI’s affiliate), the Issuer will bear the loss 
or receive the gain on the disposition of such COS Transaction, CollateraJ Security or Eligible Investment to a third 
party. 


Disposition of CDS Transactions by the Llquidaiion Agent Under Certain Circumstances. Under the 
indmture, the Li<iutdation Agent will be required to assign, terminate or otherwise dispose of, on behalf of the 
Issuer, all COS Transactions that reference Reference Obligations (hat art determined pursuant to the Collateral 
Administration Agreement by the Collateral Administrator, on briialf of the Issuer, to meet the definition of Credit 
Risk Obligations subject to satisfaction of the conditions described herein. The Liquidation Agent will have twelve 
(12) months (from the dale it is notified of the determinatiem of the Collateral Administrator) to assign, terminate or 
otherwise dispose of such CDS Transactions. The Liquidation Agent will not have the right, or die obligation, to 
exercise any discretion with respect to the method or the price of any assignment, termination or disposition of a 
CDS Transaction that references a Reference Obligation that is determined pursuant to the Collateral Administration 
Agrennent by the Collateral Adminisuator, on behalf of (he Issuer, to be a Credit Risk Obligation; the sole 
obligation of the Liquidation Agent will be to execute the assi^ment, termination or disposition of such CDS 
Transaction in accordance with the terms of the Liquidation Agency Agreement. There can be no assurance that the 
Liquidation Agent will be able to dispose any sudi CDS Transaction that references a Reference Obligation that is 
so determined to be a Credit Risk Obligation. Any such sale of a CDS Transaclion that references a Reference 
Obligation that is so detennined to be a Credit Risk Obligation may result in losses by the Issuer, which losses may 
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result in the reduction or withdrawal of the rating of any or all of the Notes by any of the Rating Agencies. See ” 

No Coll^al Manager." 

/fveroge Lives, Duration and Prepaymeni Cwsiderasions. The averse lives of the Notes {other Uiot the 
Class S Notes), we expected to be shorter than the number of yews until their Stated Maturity. See "Wei^ted 
Average Life and Yield Considoratiems." 

The average lives of the Notes will be affected by the financial condition of the obligors on or issuers of the 
Refertmce OWigatjOTS and the characteriaics of the Reference Obligations, including the existence and {wjuency of 
exercise of any prepayment, opticHial redemption or sinking fund features, the prepayment speed, the occurrence of 
any early amortization events, the prevailing level of interest rates, the redemption price, the actual defeult rate and 
die actual level of recoveries in respect of any Defaulted Obligations, the frequency of tendw or cucchange offers for 
the RefweiKe Obligations and the toior of any sales of CDS Transitions. 

Some or all of the loans underlying the RMBS may be prepaid at any time (although cei^n of such 
mortgage loans may have "lockout” periods, defeasance provisions, prepayment penalties or other disincentives to 
prepayment). Defaults on and liquidations of the loans and other collateral underlying Ute RMBS may also lead to 
early repayment therraf. Prepayments on loans are effected a number of factors. If prevailing rates for simitar 
loww fall below the interest rates oo such loans, prepayment rates would generally be expected to increase. 
Convmcly, »f prevmling rwes for similar loans rise ^ve fee interest rates on such loans, prcpaymwt rates would 
generally be expe«ed to decrease. The existence and frequ«icy of such prepayments, optional redemptions, 
defaults and liquidations will affect fee average lives of, and credit support for, the Notes. See “Weighted Average 
Life wid Yield C<msiderations.” 

Projections, Forecasts and Estimates. Estimates of the weighted average lives of, and returns on, the Notes 
included herein, together wife wiy other projections, forecasts and estimates provided to prospective purchasers of 
the Notes, are forward looking statwnents. Such statements we necesswily speculative in nature, as they we based 
on certain assumptions. It can be expected feat some or all of the assumptions underlying such statemwtts will not 
reflect awuai conditions. Accordingly, there can be no assurance that any estimated projections, forecasts or 
estimates will be realized or that fee forwwd looking statements will materialize, and actual results may vary from 
the projections, and fee vwiations may be material. 

Some important factors feat could cause actual results to differ materially from those in any forward 
looking statements include changes in Interest rates, market, financial or legal uncertainties, the timing of 
acquisitions of the Reference Obligations, differences in fee actual allocation of fee Reference Obligations among 
asset categories from those assumed and mismatches between fee timing of accrual and receipt of Proceeds from the 
Reference Obligations, among others. 

None of fee Issuer, the Co-Issuer, the Liquidation Agent, the Initial Purchaser or any of their reactive 
affiliates has any obligation to update or otherwise revise any i^ojections, including any revisions to reflect changes 
in economic conditions or ofeer circumstances arising idler fee date hereof or to reflect the occunencc of 
unanticipated events, even if the underlying usumptions do not come to fruition. 

Dependence of the issuer on the Liquidation Agent. The Issuer has no employees and is dependent on fee 
employees of the Liquidation Agent to perform its obligations under the Liquidation Agency Agreement in 
accordsmee with fee terms of the Indenture and the Liquidation Agency Agreemcni. Consequently, the loss of one 
or more of the individuals employed by fee Liquidation Agent to perform its obligations under the Liquidation 
Agency Ag'eemcnl could have an adverse effect, which effect may be material, on the performance of the Issuer. 

Static Transaction. The Hudson Mezzanine Funding 2006-1, Ltd. transaction is a static collaleralized defat 
obligation transacticwi. As a rewIt, the CDS Transactions held by the Issuer on the Closing Date will be reained by 
the Issuer even if it would be in the best interests of the Issuer and the Holders of the Notes to assign, terminate or 
dispose of certain CDS Transactions iinlcss Reference Obligations referenced by those CDS Transactions are 
designated as Credit Risk Obligations and are required to be assi^ed, terminated or disposed by the Liquidation 
Agent pursuant to the terms of fee Indenture and the Liquidation Agency Agreement. See “The Credit Default 
Swap — Removal of Reference Obligations from the Reference Portfolio”. In addition, circumstances may exist 
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under whidt it is in the b«t intmsts of die Issuer or the Holders of the Notes to assign, tominate or oth«wise 
dispose of a CDS Transaction, but (a) pursuant to the Collateral Administration Agreunent, the CoUBters! 
Adminisdatof. on behalf of the Issuer, does not determine that the Reference CHilig^on refi^enced by such CDS 
Transaction is a Credit Risk Obligation or (b) the Liquidation Ag»tt is not able to assi^ terminate or (^erm» 
dispose, on behalf of the Issuer, such CDS Transaction m accordance widi the terms of the Liquidation Agents 
Agreement. 

Substitution of Collateral Securities. From time to time following the Closing Date, any Holder of any 
Note may submit to die Trustee or die Fiscal Agent, as ai^licable, a request to substitute one or mote BIE CoHatora! 
Securities for one or more existing Collateral Securities, in whole or in part Such substitution wilt be subj^ to the 
affirmative approval of the Holdm of a Majority of each Class of Notes and the Senior Swap Counterparty. Any 
sudi substitution could (I) adveraely aflect the Issuer and the Issuer’s ability to make payments on die Notes, (ii) 
affect die weighed average lives of the Notes, (iii) adversely affect the returns on the Notes and (iv) increase the 
frequency of defaults on the Collateral Securities or reduce the proceeds following the liquidation of any Collateral 
Securities. On the oth^ hand, it is also possible that a Holder of a Note could propose a substitutitm which would 
be beneficial to (he Issuer and the Holders of the Notes but such substitution is not permitted because such f»t>posal 
is not affirmatively approved by the Senior Swap Countnpaity and Holders of a Majority of each Class of 
Notes. 


No Collateral Manager. The Issuer has not engaged and will not engage, a collateral manager to select the 
Pledged Assets (or to verify their prices), to monitor the Pledged Assets on a regular basis or to consult with the 
Issuer with resiittct to the Pledged Assets, including the advisability, timing or terms of any disposition thereof. 
None of the Liquidation Agent or any of their affiliates will provide investment advisory services to or act as an 
advisor to or an agent for the Issuer or the Holders of the Notes, and they will not have any fiduciary duties to, nor 
be obligated to consider the interests of (he Issuer or (he Holders of the Notes. As a result, the Issuer and the 
Holders of the Notes will not have die benefit of the (mvisions of the Investment Advisers Act of 1940 whidi afford 
certain protections to clients of investment advisors. Furthennofe, because there is no collateral manager in the 
Hudson Mezzanine Funding 2006-1, Ltd. transaction, the Indenture eliminates the ability of the Issuer to exercise 
discretion in contexts where a collateral manager in a managed, or static, collateralized debt obligation transaction 
customarily has discretion to act on behalf of the Issuer. For example, the Indenture provides, among otbo* things, 
that (i) where the Issuer, as the beneficial owner of a Collateral Security or Delivered Obligation, or the Trustee, as 
the registered owner of a Collateral Security, has tiie right to exercise a vote or consent to (or otherwise'approve of) 
(a) any action, or inaction, pursuant to the terms of such Collateral Security or Delivered Obligation and its related 
underlying documentation or (b) an offer by the issuer of such Collateral Security or Delivered Obligation or by any 
other person to purchase or otherwise acquire such Collateral Security or Delivered Obligation or to convert or 
exchange such Collateral Security or Delivered Obligation for cash or any other consideration, the Trustee, as 
directed by the applicable holders, acting in its capacity as registered ovmer of such Collateral Security or Delivered 
Obligation, shall direct the Issuer’s vote be cast in the following manner; (x) if other holders of the class of which 
such Collateral Security or Delivered Obligation is a part respond to such solicitation for vote or consent, in the 
same manner as the votes of a plurality of the other voting holders of such class (based on the Principal Balance of 
such Collateral Security or Delivered Obligation), (y) if no other holders cf such class exercise a vole or if there are 
no other holders of such class, but holders of different classes issued under the same governing instrument respond, 
in the same manner as the votes of a plurality of tiie voting holders of all classes issued under the governing 
instrument pursuant to which such Collateral Security or Delivered Obligation was issued (based on the Principal 
Balance of all such classes and treated as a single class) or (z) if no holders of any class issued under the same 
governing instrument respond or if there are no other holdeis, the issuer’s vote shall be exercised against such action 
or inactiori and (ii) die issuer will have no discretion with respect to the temporary investment of funds held poiding 
application thereof in accordance with the terms of the Indenture. The inability of the issuer to exercise discretion in 
these contexts could adversely affect (he Issuer and the Holders of the Notes, and it is impossible to quantify the 
potential magnitude of this Impact. Potential investors in the Notes are urged to (a) review carefully this Offering 
Circular and the reiued terms of the Indenture, the Fiscal Agency Agreement and other operative documents and (b) 
take the inability of the issuer to exercise discretion into account before investing in any of the Notes. 

Scheduled Maturity of CDS Transactions. From time to time, the scheduled maturity or termination of one 
or more CDS Transactions is likely to occur without a Credit Event occurring. Any such maturity or termination of 
a CDS Transaction will result in a decrease in the Aggregate Reference Obligation Notional Amount and may result 
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in B requirtd reduction of the notional amount of the Senior Swap and a redempticm of the Notes in accordance widt 
the Priority of Paymwtts. "nie Issuer anticipates that payments of principal of tihe Coll^erai Securities and Eligible 
Investments In the Collateral Accamt will be a^tlied to so redeem the Notes, but it is possible that such payments of 
principal will not be «ifficient to permit such r^emption. 

The Credit Default Smp and Reference Obligations 

Genera!. The following desCTiption of the Credit Default Swaq> and Reference Obligations and the 
underlying docuni«its .and the risks related thereto is genwal in nature. The attributra and risks reltded to any 
individual Reference Obligation may differ in significant and material manners from die genera! description of the 
Reference Obligations and die underlying documents and the risks related thereto. 

Nature of Reference Portfolio. The Reference Portfolio is subject to «edit, liquidity, jKepaymenl and 
interest rate risks. The amount and nature of collaierat securing the Senior Swap and the Secured Notes has beim 
establi^ed to widistand certmn assumed deficiencies in p^ment occasioned 1^ dei^lts in respect of dte Reference 
Obligations and the Eligible InvKtments. See “Ratings of the Notes.” If any deficiencies exceed «ich »sumed 
levels, however, paym«it of the Senior Swap and the Notes cmild be adversely affected. To the extent that any 
Reference Obli^on referenced by a CDS Transaction is determined pursuant to the Collaterid Adminis&ation 
Agreement by the Collateral Administrator, on behdf of the Issuer, to be a Credit Risk Obligation and the 
Liquidation Agent, on behalf of the Issuer, assists, tenninates «' otherwise disposes of such Credit Default Swsqr 
Disposition Transaction, it is not likely that the proceeds of such assignment, termination or other disposition will be 
equal to the amounts owing to the Issuer in respect of sudr CDS Transaction. 

Tlte market value of the CDS Trarrsactions and the Reference Obligatirms generally wilt fluctuate with, 
among other things, the financial condition of the related Reference Obligations and obligors on or issuers of the 
Reference Obligations, the credit quality of the urKkriying pool of assets in any Reference Obligation, general 
economic conditions, the condition of certain financial markets, political events, develc^ments or trends in any 
particular industry and changes in prevailing interest rates. None of the Issuer, the Co-Issuer, the Initial Purchaser, 
the Liquidation Agent, the Collateral Administrator, the Senior Swap Counterparty, the Credit Protection Buyer, the 
Collateral Put Provider or the Trustee has any liability or obligation tp the Holders of Notes as to the amount or 
value of, or decrease in the value of, the Reference Obligations from t(me to time, or makes any repres«itation or 
warranty as to the perfonnance of the Reference Obligations. 

If any Reference Obligation referenced by a CDS Transaction is determined pursuant to the Collateral 
Administration A^eement by the Collateral Administr^or, cm behalf of the Issuer, to be a Credit Risk Obligation, 
the Liquidation Agent is required, subject to the terms of Che Liquidation Agency Agreement, to assign, terminate or 
otherwise dispose on behalf of the Issuer the affected COS Transaction. There can be no assurance as to the liming 
of the Issuer's disposition of the affected CDS Transaction, or as to the rates of recovery on such affected CDS 
Transadton. Use inability to realize immediate recoveries at the recovery levels assumed herein may resuN in lower 
cash flow and a lower yield to maturity of the Notes. 

CDS Transactions. As of the Closing Date, 100% of the CDS Transactions wilt consist of CDS 
Traiwactions the Reference Obligations of whids are RMBS Securities. 

The economic return on a COS Transaction depends substantially upon the performance of the related 
Reference Obligation and partially upon the perfonnance of the collateral posted by the Issuer to secure its 
obligations to the Credit Protection Buyer on deposit in (he Coilateral Account. CDS Transactims generally have 
probability of default, recovery upon default wd expected loss characteristics, which are closely correlated to the 
corresponding Reference Obligation, but may have difTcreni maturity dates, coupons, payment dates or ofter non 
credit characteristics than the corresponding Reference Obligation. In addition to the credit risks associated with 
holding the Reference Obligation, with respect to CDS Transactions, the Issuer will usually have a contractual 
relationship only widi the related Credit Protection Buyer, and not with the Reference Obligor of the Reference 
Obligation. Due to the fact that a CDS Transaction may be illiquid or may not be terminable on demand (or 
terminable on demand only upon payment of a substantial fee by (he Issuer), the issuer's ability to dispose of a CDS 
Transaction, if circumstances arise permitting such disposal, may be limited. Any settlement payments and 
termination payments payable by the Issuer (net of any termination payments owing by the Credit Protection Buyer) 
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to the Credit Protection Buyer will reduce the amount available to the Holders of the Income Notes, the Secured 
Notes mi tfie Senior Swap Counterparty lr» inwne order of seniority. The Issuer genwally will have no right to 
diretSly enforce compliance the Reference Obligor with the temts of the Reference Obligation nor any rights of 
s« off against the Reference Obligw, nor have any voting rights with respect to the Refertstire Obligation. The 
Issuer will not directly benefit from the collateral supporting the Reference Obligation and will not ha\^ the benefit 
of the remedies that would normally be available to a holder of such Refermce Obligation. 

Because neither the Credit rtotcction Buyer nor the Issuer is required to hold any Reference Obligation, the 
issuer will not have any ri^t to obtain from either the Credit Protection BuyCT or Ae Reference Obligor information 
on the Referwjcc Obligations or infonnarion regarding any Reference Obligor. The Dedit Protection Buyer will 
have no obligation to keep the issuer, die Trustee, the Liquidation Agent, the Htriders of the Secured Notes or the 
Holders of the Income Notes informed as to maoers arising in relation to any Reference Obligation including 
whether or not cinaimstances exist under which there is a possibility of the occurrence of a credit event. 

In addition, in the event of the insolvency of the Credit Protection Buyer, tfie Iwuer will Ims treated as a 
general creditor of sudi Credit Protection Buyer, and will not have any claim with respect to the Reference Obligw 
or die Reference Obligation. Consequently, the Issuer will be subject to the credit risk of the Cr^it Protection 
Buyer as well as dial of the Reference Obligor and the Reference Obligation. As a result, concenUations of CDS 
Transactions in any one Credit Protection Buyer subject the Notes to additional degree of risk with respect to 
defaults by such Credit Protection Buyer. It is expected that Goldman ^achs intemationa!, an affiliate of Goldman, 
Sachs & Co., will act as the sole Credit Protection Buyer widi respect to the Credit Default Swap, whi^ creates 
ccncentration risk and may create certain conflicts of interest. In addition, neither the Credit Protection Buyer nor 
hs afliliales wli! be (or will be deemed to be acting as) the agent or trustee of the issuer, the Holders of the Secured 
Notes, the Senior Swap Counterparty or the Holders of die Income Notes in connection with the exercise of, or the 
failure to exercise, any of the rights or powers of the Credit Protection Buyer and/or its affiliates arising under or in 
connection with their respective holding of any Reference Obligation. The Credit Protection Buyer and its affiliates 
(i) may deal in any Reference Obligation, (ii) may goieraily engage in any kind of commercial or investment 
baidcing or other business transactions with any issu«^ of a Reference ^ligation, and (i|i) may act with respect to 
transactions described in the preceding clauses (i) and (ii) in (he same manner as if the Credit E^fauit Swap and die 
Notes did not exist and without regard to whether any such action might have an adverse affect on such Refinance 
^llgatirm, the Issuer, the Holders of the Secured Notes, the Senior Swap Counterparty or the Holders of the Income 
Notes. 

All of the CDS Transactions are expected to be structured as "pay-as-you-go” credit default swaps. The 
obligation of the issuer to make payments to the Credit Protection Buyer under the Credit Default Swap creates 
credit exposure to the related Reference Obligations (as well as lo the default risk of the related Credit Protection 
Buyer). Following the occurrence of a “credit event”, the Issuer may be required to pay to the Credit ProiecUon 
Buyer a "physical settlement payment”. In addition, each Credit Default Swap Disposition Transaction may require 
the Issuer, in its capacity as protection seller, to pay certain "floating amounts” to the Credit Protection Buyer equal 
to certain principal shortfall amounts, writedown payments and interest shortfalls under the Reference Obligation 
upon tiie occurrence thereof. The payment of any such credit protection payments and floating amounts will be 
funded by the Issuer, or the Liquidation Agent (on bdialf of the Issuer), by (i) af^lying the Collateral Liquidation 
Procedure and (ii) after the Balance of the Collateral Account has been reduced to zero, demanding payment under 
the Seniw Swap of an amount equal to the lesser of the Credit Protection Amount due (net of any amount applied 
pursuwt to subclause (i)) and the Outstanding Notional Amount of the Senior Swap. Although Uie Credit 
Protection Buyer, in its capacity as protection buyer, will be obligated to reimburse ail or part of such payments to 
the Issuer if the writedown payments of the relat^ shtHtfalis are ultimately paid to Holders of the Reference 
Obligations or if the related Reference Obligations are written up, the - amounts available to the Issuer to make 
payments in respect of the Secured Notes and Income Notes may be reduced after payment by the Issuer of tiie 
relevant payment to the Credit Protection Buyer until the Issuer receives such reimbursement, if any, from the Credit 
Prote«ion Buyer. Any "floating payments" or credit protection payments payable by the Issuer, may result in a 
reduction of the notional amount of the Credit Default Swap, and tiierefore reduce the amounts payable by the Credit 
.Protection Buyer and. the amount of interest collections available to pay interest on the Notes. .In addition, my 
"floating payment” or “physical settlement payment" would reduce the Collateral Securities on deposit in the 
Collateral Account tii^ is available to pay the principal of the Notes and may reduce the interest colleaions 
available to pay interest on the Notes. 
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Determilwtion of the floating amounts and ^ditional fixed snounts (as described In the Mastt? 
Confinnation) will depend <m the relevant servicer reports being available and on such reports containing adequate 
information to enable the required calculations to be made. Currem private indus^ investigations of tiie market 
practices show that such reports can vary and that not all reports contain adeqtute information, in addition, access 
to servicer reports may be limited if sudi repwts are confidential and neither counterparty holds the related 
Reference Obligation. 

In the event a “credit event" occurs under the Credh Default Swap, the Liquidatiem Agent, on bdialf of the 
Issuer, will obtain ftinds to pt^ Credit Protection Amounts (whtdj, for the avoidance of doubt, will not include 
[^faulted Swap Termination PaymenU) owed by the Issuer to Ihe Credit Protection Buyer by (i) flying the 
Collateral Liquidation Procedure and (ii) after the Balance of the Collateral Account has been reduced to zero, 
demanding p^ment under the Senior Swap of an amount equal to the lesser of the Credit Protection Amount due 
(net of any amount applied pur^ant to subclause (i)) and the Outstanding Notional Amount of the SenttM' Swsqj. in 
addition, under certain circumstances upon the occurrence of a “credit event", the Liquidation AgcnL on behalf of 
the Issuer will pay any related Physical Settlement Amount owed by the Issuer to the Credit Protection Buyer in 
exchange for a Ddivered Obligation by (1) applying Ihe Collalerai Liquidation Procedure and (ii) if the Balance of 
the Coliat^l Account has been reduced to zero, demanding payment under the Senior Swtq) of the lesser of tiie 
Credit Protection Amount due (net of any amount applied pursuant to subclausc (i)) and tiie Outstending Notional 
Amount of the Senior Swap. Any Delivwed Obligation delivered to the Issuer will be sold by the Liquidation 
Agon, on behalf <^Uie Issuer, pursuant to the terms of the Liquidation Agency Agreement. If a CDS Transaction is 
teiminated or partially lemiinated prior to its scheduled maturity, the Liquidation Agent, on behalf of the Isstrer, will 
make any termint^on payments (which, for the avoidance of doubt, shall not include Defeulted Sw^ Termination 
Payments) due to the Cr^it Pr«eclion Buyer by (I) applying the Collateral Liquidation Procedure and (ii) after the 
Balance of die Collateral Account has been r^uced to zero, demanding payment under the Senior Swap of an 
amount equal to the lesser of the Credit Protection Amount due (net of any amount applied pursuant to subclause (I)) 
and the Outstanding Notional Amount of the Senior Svmp. 

“P8y'as*you*go'’ credit default swaps are a type of credit default swap developed to incorporate the unique 
structures of asset-backed securities. The International Swaps and Derivatives Association, Inc. ("ISDA”) has 
published a form confirmaion for "pay-as-you-go" credit default swaps referencing RMBS Securities. The form 
confinnation expected to be used to document the Credit Default Swap is expected to be similar to the RMBS 
Securities "pay-as-you-go" form, but may differ in significant ways. While iSDA has published its fonn 
confirmations and has published and supplemented the Credit Derivatives Definitions in order to facilitate 
iTMisactions and promote uniformity in the credit default swap market, the credit default swap market is expected to 
change and the “pay-as-you-go" credit default swap forms and the Credit Derivatives Definitions and terms applied 
to credit derivatives are subject to interpretation and further evolution. ISDA is currently preparing forms for other 
types of asset-backed securities. There can be no assurance that such forms will be substantially similar to the form 
confirmation expected to be used for the Credit Default $wjq>. Past events have shown that the views of market 
participants may differ as to how the Credit Derivatives Oefinitions operate or should operate. At a result of the 
continued evolution of the ISDA "pay-as-you-go” credit default swap forms, the confirmations used to document the 
Credit Default Swap may differ frcMn the future maricet standard. Such a result may have a negative impact on the 
liquidity and market value of the Credit Default Swap. 

There can be no assurances that changes to (he Credit Ocrivatives Definitions and other terms applicable to 
credit derivatives generally will be favorable to the Issuer. Amer»dmcnts or supplements to the “pay-as-you-go" 
credit default swap forms and amendments and supplements to the Credit Derivatives Definitions that are published 
by ISDA will only apply to the Credit Default Swap executed prior to such amendment or supplement if the Issuer 
a^ the Credit Protection Buyer agree to amend Che Credit Default Swap to incorporate such amendments or 
suppiemuits vid the Rating Agency Condition has been sMisfled. Markets in different Jurisdictions have also 
already adopted and may continue to adopt different practices with respect to the Credit Derivatives Definitions. 
PurthemtOTe, the Credit Derivatives Definitions may contain ambiguous provisions that are subject to interpretation 
and may result in consequences that are adverse to the Issuer. In addition to the credit risk of the Reference 
Obligations and the credit risk of the Credit Protectiwi Buyo', the issuer is also subject to the risk that the Credit 
Derivatives Definitions could be interpreted in a manner that would be adverse to the issuer or that the credit 
derivatives market gen^lly may evolve in a manner that would be adverse to the Issuer. 
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Resideniial Mortgage Backed Securities. of the Aggregate Reference ObUgation Notional Amount 
will comist of Residential Mortgage Backed Securities (“RMB^ as of the Closing D«e. The typm of Residential 
Mwtgage Backed Securities that constitute the Reference Obligations related to the CDS Transactions the Issuer 
will enter into on the Closing will consist of RMBS Prime Mortgage Securities, RMBS Midprime Mortgage 
Securities and RMBS Subprime M(»tgage Securities. 

Holders of RMBS bear various risks, including credit, maricet, interest rate, structural and legal risks. 
RMBS repreont interests in pools of residential mortgage loans secured by one-to-four-fwnlly residential mortgage 
loans. Sudi loans may be prepaid at any time. Residential mortgage loans are obligations of the borrowers 
thereunder cmly and m not typically insured or guaranteed any other person or entity, aithou|^ sudt loans may 
be securitized by agencies and the securities issued ere guaranteed. The rate of defaults and losres on residential 
mortgage loans will be affected 1^ a number of factors, including general economic conditions wtd those in the area 
where the related mortgaged p«^jeity is located, the borrower’s equity in the mortgaged property «id the financial 
circun»tances of the borrovm-. if a residential mortgage loan is in default, foreclosure of su(^ residetttial mortgage 
loan may be a lengthy and difficult process, and may involve significant expenses. Fuithomore, the market for 
defaulted residential mortgage loans or foreclosed properties may be very limited. 

At any one time, a portfolio of RMBS may be backed by residential mortgage loans with disproportionately 
la^e aggo^atc principal amounts secured by iwopertics in only a few states or repons. As a result, the residential 
mortgage iotms may be more susceptible to geograi^ic risks relating to such areas, such as adverse economic 
conditions, adverse events affecting industries located in such areas and natural hazards affecting sudt areas, than 
would be the case for a pool of mortgage loans having more diverse property locations, in addition, the residentiai 
m«^agc loans may include so-called “jumbo" mortg^e loans, having original principal balances that arc higher 
than is generally the case for residential mortgage loans. , As a resul^ such portfolio of RMBS may experience 
increased losses. 

Each underlying residential mortgage loan in an issue of RMBS may have a balloon payment due on its 
m^rity date. Balloon residential mortgage loans involve a greater risk to a lender than self-amortizing lows, 
because the ^iiity of a borrower to pay such amount will normally depend on its ability to obtain refinancing of the 
related mortgage loan or sell the relate mortgaged pn^rty at a price sufficient to permit the borrower to make the 
balloon payment, which will depend on a number of factors prevailing at the time such refinancing or sale is 
required, including, without limitation, the strength of the residottial real estate maritcis, tax laws, the financial 
siteation and operating history of the underlying property, interest rates and general economic conditions. If the 
botrower is unable to make such balloon payment, the relied issue of RMBS may experience losses. 

Prepayments on the underlying residential mortgage loans in an issue of RMBS will be influenced by the 
pr^ayment provisions of the related mortgage notes and may also be affected by a variety of economic, geographic 
and other factors, including the difference between the interest rales on the underlying residential mortgage loans 
(giving consideration to ti)e cost of refinancing) and prevailing mortgage rates and the availability of refinancing. In 
general, ifprevaiting interest rates fall significantly trelow the interest rates on the relaied residential mortgage loans, 
the rate of prepayment on the underlying residential mortgage loans would be expected to increase. Conversely, if 
previuling interest rates rise to a level significantly above the interest rates on the related mortgages, the rate of 
prepayment would be expected to decrease. Prepayments coukJ reduce the yield received on the related issue of 
RMBS. 


Structural and Legal Rliks of. RMBS. Residential mortgage loans in an issue of RMBS may be subject to 
various federal and state laws, public policies and principles of equity that protect consumers, which among other 
things may regulate interest rates and other charges, require certain disclosures, require licensing of originators, 
prohibit discriminatory lending practices, regulate the use of consumer credit information and regulate dc^t 
collection practices. Violation of certain provisions of these lat^, public policies and principles mqc limit the 
servicer’s ability to collect all or part of the principal of (h* imeest on a residential mortgage loan, entitle the 
borrower to a refund of amounts previously paid by it, or subject the servicer to damages and sanctions. Any such 
violation could result also in cash flow delays and losses on the related issue of RMBS.- 

RMBS may have stnictural characteristics that distinguish them from other asset-backed securities. The 
rate of interest payable on RMBS may be set or effectively capped at the weighted average net coupon of the 
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underlying mortgage loans themselves or a cap based on an asset’s designated floating rate index. As a result of this 
c^, dte return to invesUtrs is d^iendent on the relative timing and rate of delinquencies and prepayments of 
mortgage loans bearing a hi^er rate of interest, in general, early prepayments well have a impact on the 
yield to investors. Federal and state law may also affect the return to investors ^ capping the interest rates payable 
by cerUun mortgagors. The Soviccmanbers' Civil Relief Act of 2003 (the “Relief Act”) provides relief for certain 
soldiers and members of the reserve called to a^ive duty by capping the interest rates on their mortgage loans at 6% 
per ^um. In addition, pursuant to the laws of various states, under certain circumsances, payments on the 
undeflying mortgt^e loans by resid^fits in sudt states who are called into active duty with the National Guard or Ote 
reserves will be defmed. These state laws may also limit the ability of the s^icer to foreclose on the related 
mortgaged property. This could result in delays or reductions in payment increased losses on the underlying 
mortgage loans which impwt the return to investors. Certain RMBS may provide for the payment of only intmst 
for a stated period of time. 

in addition, struc^rai and legal risks of RMBS include the possibility that, in a bankrupt^' or similar 
proceeding involving the originator or the servicer (often die same entity or affiliates), die asseui of the issuer could 
be treated as nev« having been mdy sold by the originator to Ute issuer or could be substantively consolidated with 
diose of the originator or the servicer, or the transfer of such assets to the issuer could be voided as a fraudulent 
transfer. Oiallenges based on such doctrines could result also in cash flow del^s and losses on the related issue of 
RMBS. 


it is not expected th^ the RMBS will be guaranteed or insured by any governmental agency or 
instrumentality <»- by any other person. Distributitms on RMBS will depend solely upon the amount and timing of 
payments and other collections on the related underlying mortgage loans. . 

Subordination of Reference Obligations. All of the Refoence Obligations are mezzanine grade as of the 
Cl<»ing Date. Some of the Reference Obligations will be subordinated to one or more other classes of securities of 
die same series for purposes of. among other things, offsetting losses and other shortfalls with respect to die related 
underlying mortgage loans. The subordinate classes are more sensitive to risk of loss and writedowns than senior 
classes of su^ securities. 

PROSPECTIVE PURCHASERS OF THE SECURED NOTES AND THE INCOME NOTES SHOULD 
CONSIDER AND ASSESS FOR THEMSELVES THE LIKELY LEVEL OF DEFAULTS ON THE REFERENCE 
OBLIGATIONS, AS WELL AS THE LIKELY LEVEL AND TIMING OF RECOVERIES ON THE REFERENCE 
OBLIGATIONS. 

Insolvency Considerations with Respect to Issuers of Reference Obligations. Various laws enacted for the . 
protection of creditors may apply to the Reference Obligatkms. If a court in a lavrsuit brou^t by an unpaid creditor 
or representative of creditors of an issuer of a Referotce Obligation, siich as a tnistee In bankruptcy, were to find 
that the Issuer did not receive fair consideration or reasonably equivalent value for incurring the indebtedness 
constituting the Reference Obligation or for granting a lien securing the Reference Obligation and, after giving 
effect to such indebtedness or such lien, the issuer (1) was insolvent, (ii) was engaged in a business for which the 
remaining assets of such issuer constituted unreasonably smdi capital or (iii) intended to incur, or believed that it 
would incur, debts beyond its ability to pay such detns as they mature, such court could determine to invalidate, in 
whole or in part, such indebtedness or su^ lien as a fraudulent conveyance, to subordinate such indebtedness or 
such lien to existing or future creditors of such Issuer, or to recover amounts previously paid by such issuer in 
satis^ction of such indebtedness. The measure of insolvency for purposes of the fexegoing will vary. Generally, an 
issu«^ would be considered insolvent at a particular time if the sum of its debts were then greater than all of its 
property at a fair valuation, or if the present fair saleable value of its assets was Uien less than the amount that would 
be required to pay its probate liabilities on its existing debts as they became absolute and matured. There can be no 
a5sur»ice as to vhat standard a court would apply in order to determine whether the issuer was "insolvent” after 
giving effect to the incurrence of the indebtedness constituting the Reference Obligation or the ^nt of a lien 
recuring the Reference Obligation or that, regardless of (he method of valuation, a court would not determine that 
the ireuer was "insolvent” upon giving effect to such incurrence or grant.’ In addition, in the event of the insolvency 
of an issuer of a Reference Obligation, payments made on such Reference Obligation or a lien securing such 
Reference Obligation could be subject to avoidance as a ’^reference” if made within a certain period of time (which 
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may be as long as one year or longer) before insolvency. Payments made under loans underlying Refoence 
Obligations may also be subject to avoidance in the event of the bankruptcy of the torrower. 

In g^erai, if payments on a Reference Obligation ve avoidable, whedto- as fnwdulent convey^ces or 
preferences, sudi payments can be recaptured. To die extent that any such payments are rec^tured, the resulting 
loss will be borne first by the Holders of the Inccmie Notes, then by the Holders of the Class E Notes, dien by dte 
Holders of the Class D Notes, then by the Holders of the Class C Notes, then by the Holdws of Ute Class B Notes, 
then by the Holders of the Class A-b NotK, then by (be Holders of the Class A-f Notes, then by the Senior Swap 
Counterparty, and finally, by the Holders of (he Class S Notes. 

Illiquidity of CDS Transactions; Certain Restrictions on Transfer. There may be a limited hading market 
for many of the CDS Transactions ratered into by the Issuer, and in certain instances there may be effectively no 
trading maricet therefor. The illiquidity of CDS Transactions may also affect the ability of the Issuer to conduct a 
successful Optional Redemption, Tax Redemption or Auction, to exercise redemptions and may also affect the 
amount and timing of receipt of proceeds from the disposition of CDS Transactions in connection widi die exercise 
of remedies following an Event ofDefuilt. 

Volatility of Market Value of CDS Transactions, Collateral Securities and Reference Obligations. The 
market value of the CDS Transactions, the Collateral Securities and the Reference Obligations will generally 
fluctuate with, among otho- things, changes in prevailing interest rates, general economic conditions, the condition 
of certain financial markets, developments or trends in any particular industry and the financial condition of the 
parties to, or issuers of, the CDS Transactions, Collateral Securities and Reference Obligations. A decrease in the 
market v^ue of the CDS Transactions, Collateral Securities and Reference Obligations would adversely affect the 
proce^ that could be obtained upon the assignment, termination or other disposition of the CDS Transactions, 
Collateral Securities and Reference Obligations could ultimately affect the ability of the Issuer to effect an Auaion, 
an Optitmal Redemption or a Tax Redemption, or to pay the principal of the Notes upon a liquidation of the CDS 
Transactions, Collateral Securities and Reference Obiigaliore following jhe occurrence of an Event of Default 

Interest Rale Risk. There will be a basis and timing mismatch between such Notes and the Collateral 
- Securities which bear interest at a floating rate, since the interest rates on such Collateral Securities bearing interest 
at a floating rate may adjust more frequently or less frequently, on different dates and based on different indices, 
Uian (he interest rate on the Notes. 

Concentration Risk. The Issuer will invest in CDS Transactions which relate to the portfolio of Reference 
Obligations described in Appendix B hereto. Payments on the Notes could be adversely affected by the 
cmicentration in the portfolio of any one issuer or any one servicer if such issuer or servicer were to default. No 
single issuer will represent as of the Closing Date more than approximately 1.50% of the Aggregate Reference 
Obligation Notions! Amount. See “The Credit Default Swap— The Reference Portfolio.” 

PROSPECTIVE PURCHASERS OF THE NOTES SHOULD CONSIDER AND ASSESS FOR 
THEMSELVES THE LIKELIHOOD OF A DEFAULT BY EITHER THE CREDIT PROTECTION BUYER OR 
THE COLLATERAL PUT PROVIDER, AS WELL AS THE OBLIGATIONS OF THE ISSUER UNDER EITHER 
THE CREDIT PROTECTION BUYER OR THE COLLATERAL PUT PROVIDER, INCLUDING THE 
OBLIGATION TO MAKE TERMINATION PAYMENTS TO EITHER THE CREDIT PROTECTION BUYER 
OR THE COLLATERAL PUT PROVIDER. 

Other Considerations 

Changes in Tax Law; No Cross-Up. Under current tax law of the United Slates and other jurisdictions, 
payments made by (he Credit Protection Buyer under the Credit Protection Buyer and obligors on any Eligibie 
investments are nm expected to be subject to the imposition of U.S. federal or oth^ withholding tax. There can be 
no assurance, however, that as a result of a change in any applicable law, treaty, rule or regulatiwi or interpretation 
thereof or other causes, such payments might not in the future become subject to U.S. federal or other withholding 
tax. In the event thtu any withholding tax should be determined to be applicable to payments on smy Eligible 
Investments and the obligors thereon were not then required to make “gross-up” payments that cover the Rill amount 
of any such withholding taxes, such tax would reduce the amounts available to make payments on the Notes. In 
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addition, if any payment by the Credit Protection Buy« to the Issuer under any CDS Transaction is subject to any 
deduction or withholding for or on account of any tax, du^, assessment or other governmental charge, the Credit 
Protection Buy«- will be obligated to ^oss-up of such payment for any such deduaion or withholding. Howevn-, if 
such grosS'Up is the result of a change in applicate tax 1 w(m in the application or interpret^on thereof) or action 
takot by a taxing authority or court, the Credit f^tection Buyer may terminate the related CDS Transaction and the 
Issuer may be obligated to make a termination payment to such Credit Protection Buyer, which may, in turn, reduce 
tiie amounts availtdile to make payments on the Notes. 

tn the evoit that any withholding tax is imposed on payments on the Notes, the Holders of such Notes will 
not be entitled to receive “grossed*up” amounts to compensate for such withholding tax. In addition, 90 days 
following die Issuers becoming aware of the occurrence of a Tax Event (which 90-day poiod may be extended by 
90 days), tiie issuer will redeem in vriiole but not in part, at applicable Secured Note Redemption Pric» or the 
Income Note Redemption Price, as applicable, specified herein, the NotK in accordance with. Ae procedures 
deroribed under “Description of tiie Notes^Tax Redemption,” “ — Optional Redemption— Optional 
Red«nption/Tax Reden^ition Procedures" herein. 

Lack of Operating History. Each of the Issuers is a newly organized oitity and has no prior operating 
history. Accordingly, neither of the Issuers has a performance history fojr a prospective investor to consider. 

Investment Company Act. Neither of the Issuers has registered with the United States Securities and 
Exchange Commission (tiie “SEC’) as an investment company pursuant to the Investment Company Act The 
Issuer has not so registered in reliance on an exception for investment companies organized under the laws of a 
jurisdiction other than the United States whose investors resident in the United States are solely Qualified 
Purchasers and which do not make a public offering of their securities in the United States. Counsel for the Issum 
will opine, in connection with the sale of the Notes by the Initial Purchaser, that neither the Issuer nor the Co-Issuer 
is on the Closing Date an investment company required to be registered under the Investment Company Act 
(assuming, for the purposes of such opinion, that the Notes are sold by the Initial Purchaser in accordance witii the 
terms of the Purdtase Agreement). No opinion or no-action position has been requested of the SEC. 

If (he SEC or a court of competent jurisdiction were to find that the Issuer the Co-Issuer is required, but 
in violation of the Investment Company Act had failed, to register as an investment company, possible consequences 
include, but are not limited to, the following: (i) the SEC could apply to a district court to enjoin the violation; (ii) 
investors in the issuer or the Co-Issuer could sue the Issuer or tiw Co-Issuer, as the case may be, and recover any 
damages caused by the violation; and (iii) any contract to which the issuer or the Co-issuer, as the case may be, is a 
party that is made in, or whose performance involves a violation of the Investment Company Act would be 
unenforceable by any party to the contract unless a court were to find that under the circumstances enforcement 
would produce a more equitable result than non-enforcement and would not be inconsistent with the purposes of the 
Investment Company Act. Should the Issuer or the C>!ssuer be subjected to any or all of the foregoing, the Issuer 
or (he Co-Issuer, as the case may be, would be materially and adversely affected. 

The Notes are only permitted to be transferred to Qualified Institutional Buyers in transactions meeting the 
requirements of Rule 144A and, solely in the case of the Income Notes, to Accredited Investors having a net worth 
of not less than U.S.$10 million in transactions exempt from registration under the Securities Act, or in an offshore 
transaction, to a non-U.S. Person, complying with Rule 903 or Rule 904 of Regulation S. The Notes being offered 
in the United States are being offered only to persons that are also Qualified Purchasers. Any non-permitted Uansfer 
will be voided and the Issuers can require the transferee to sell ib Notes to a permitted transferee, with such sale to 
be effected within 30 days after notice of such sale requirement is given. If such sale is not effected within such 30 
day period, upon mitten direction from the Issuer or the Liquidation Agent, on behalf of the Issuer, will be 
autiiorized to (xmduct a cmnmeroiaily reasonable sale of such Notes to a permitted transferee and pending such 
transfer, no flirtiier payments will be made in respect of such Notes or any beneficial interest therein. See 
“Descriptiwi of the Notw — Form of the Notes” and “Notice to Investors." 

Credit Ratings. Credit ratings of debt securities represent the rating agencies' opinions regarding their 
credit quality and are not a guarantee of quality. Rating agencies attempt to evaluate the safety of principal and 
interest payments and do not evaluate the risks of fluctuations in market value, therefore, they may not fully reflect 
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the true risks of an investmmt. Also, rating agencies may foil to make timely changes in credit ratings in response 
to subsequent events, so that an issun-’s curr«it financial condition may be beri« or worse than a rating indicates. 

Documeni Reposilmy. Pursuant to the Indenture, the Issuer wilt consent to the posting of this Offering 
Circulsu^, the Indentore and certain periodic reports required to be delivered pursuant to the Transaction Documrmts, 
together with any amendments or modifications thereto, to the Internet-based password protected electronic 
repository of transaction documents relating to privately qffered and $D!d col}at«aii^ debt obligation securities 
located at “www.cdolibrary.com.” 

Implemetaation of Securities Regulation In Europe. As part of a coordinated action plan for harmonization 
of securities markets in Europe, the European Parliament and the Council of the Europevi Union has adopted a 
series of directives, including the Prospectus Directive (2003/71/EC) the Transparency Directive (2004/i09/£C) end 
dte Market Abuse Directive (2003/6/EC) which aim to mtsure investor protection and market efflcimcy in 
accordsice with high regulatory standards across the European community. Pursuant to such directis^s member 
states have inmKluced, or are in the process of introducing, legiriation into their dmnestic maricets to Implement the 
requirements of these directives. The introduction of such legislation has effected and will effect the regulation of 
issui^ of securities that are offered to the public or admitted to trading on a European Union regulated market and 
the nature and content of disclosure requir^ to be made in respect of such issuers and their related securities. The 
listing of Not» cm any Etvopean Union stock exchange would subject the Issuers to regulation undt^ these 
directives, although the requircmenu applicable to the l»uer art not yet fully clarified. The Indentore will not 
require the IssuCT to apply for, list or maintain a listing Tot any Class of Notes on a European Union stock exchange 
if compliance wift these directives (or other requirements adopted by the European Parliament and (Council of the 
European Union or a relevant member state) becomes burdensome. Should the Notes be delisted from any 
exchange, the ability of the holders of such Notes to sell such Notes in the secondary market may be negatively 
impacted. 

EV Smings Directive. If, following implementation of European Council Directive 2003/48/EC, a 
payment were to be made or collected through a member slate that opted for a withholding system and an amount of 
or in respect of tax were to be withheld from that payment, neither the Issuer nor the Paying Agent nor any other 
{»rson would be obliged to pay additional amounts as a result of the imposition of such withholding tax. If a 
withholding tax is imposed on a payment made by a paying agent following implementation of this Directive, the 
issuer will be required to maintain a paying agent in a member state that will not be obliged to withhold or deduct 
tax pursuant to die Directive. 

Certain Conflicts of Interest. Various potential and actual conflicts of interest may arise from the overall 
activities of the Credit Protection Buyer, the overall underwriting, investment and other activities of the Liquidation 
Agent, the Senior Swap Counterparty and the Collateral Put Provider, their respective affiliates and its clients and 
employees and from the overall investment activi^ of the Initial Purchaser, including in other transactions with the 
Issuer. The following briefly summarizes some of these conflicts, but is not intended to be an exhaustive list of all 
such conflicts. 

The Credit Rroiection Buyer and Senior Swap Counterparty. GSI will be the tnittal Credit Protection 
Buyer and the initial Senior Swap Counterparty. Tire following briefly summarizes some potential and actual 
conflicts of Interests related to the Credit Protection Buyer and Senior Swap Counterparty, but the following isn’t 
intended to be an exhaustive list of all such conflicts. 

CSi and/or its afliliates may be in possession of iRformation in relation to a Reference Entity or otherwise 
that is or may be material in the context of the Notes and mry or may not be publicly available to Holders. None of 
GSI or any of its affiliates hv any obligation to disclose to Holders any such information, 

GSI and/or any of its affiliates may invest and/or deal, fw their own respective accounts for which they 
have investment discretion, in securities or in other interests In the Reference Entities, in obilgations of the 
Reference Entities or in the obligors in respect of-any Reference Obligations or Collateral Securities (the 
“Investments”) or in credit default swaps (whether as prWeclion buyer or seller), total return swaps or other 
inshuments enabling ^edit »id/or other risks to be traM that are linked to one or more Investments. Such 
investments, credit deri>^tives and/or instruments may have the same or different terms from any of the credit 
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derivatives referred to in the terms of the Notes, in additimi, GS! and/w any of its affiliates may invest and/or deal, 
for their own respective accounts or for accounts for which they investment discretion, in securiries (or make 
loans or have other rights) that are sutior to. or -have interests diffo’ent from or advme to, any of the Investments 
ffiid may aa as adviser u>, may be iotders to, and have other ongoing relatitmships with, the issueis or c^Iigors 
of Investments and obligations of any ReferoKe Entities. CSI may at certain times be simultaneously seeking to 
purdiase or sell investments and/or pre^tion under credit derivatives or other in^ments enabling and/or od<«' 
risks to be traded for any entity for which it serves as manager in the future. 

Various potential and actual conflicts of interest nuty arise from the overaii ^tivities of GS! and/or any of 
its affiliates. GSl, Its respective afftiiates and the directors, offleen, employees and agents of GSI and its respective 
affiliates may, among t^er thinp; (a) serve as directors, officers, partners, employees, ^ents, nominees or 
sipiatories for any Investment, any originator and/or servicer of or any othe^ pa^ intwested in an Investment or the 
c^ligors in respect of the investment; (b) receive fees for services of any nature rendered to any obligor in respect 
of the Investment or viy originatm* and/or servicer of or any other party interested in the investment; (c) be a 
secured or unsecured creditor of, or hold an equity interest in any obligor in respect of die investoients, any 
originator and/or servicer of or any other party interested in the investment; (d) underwrite, act as a distributor oC 
or make a market in any Investment, or in the securities of any originator and/or servicer of or any other party 
intarest in the inve^tit; (e) invest for It own account in the Investment or any odier securities issued by any 
originator and/or servicer of or any other party interested in the Investment; (f) serve as a membw of any 
“creditors’ comminee” with respect to any formal or inforroal workout^oup with respect to any obligor in resp«t 
of the Jnvetment, any originator and/or servicer of or any other party interest in the Investment; (g) act as the 
adviser or invesonent adviser to any other person, entity or fund; and (h) maintain other relationships with any 
obligor in respe<4 of the Investments, any originator and/or servicer of or any other party interested in the 
Investment. 

Any Floating Amount owed by the Issuer may be greater or less than the actual loss, if any, incurred by 
the Credit Protection Buyer related Refo'ence Obligation. The Credit Protection Buyer has no obligation to hold the 
Refovnee Obligations or to incur a loss in order to receive a credit protection payment. To the extent it holds a 
Reference Obligation, the Credit Protection Buyer, the Senior Swap Counterparty or their respective afftiiates, as die 
case may be, will have the right to exercise of the voting and consent rights of a holder of such Reference 
Obligation and it will exercise those rights in such manner as it determines to be in its own commercial interests 
without regard to the Holders of the Notes. 

The Collateral Put Provider. GSI will be the irutial Collateral Put Provider. The following briefly 
summarizes some potential and actual conflicts of interests related to the Collateral Put Provider, but the following 
is not intended to be an exhaustive list of all such conflicts. 

The Collateral Put Provider and/or its affiliates have ongoing relationships with, render service to, finance 
and engage in transactions with, and may own debt or equity securities issued by issuers of certain of the Reference 
Obliguions and Collateral Securities. The Collateral Put Provider, its afflliates and/or its clients may invest in 
securities that are senior or subordinated to, or have interests diflereni from or adverse to. the Reference Obligations 
and Collateral Securities. The interests of such parties may be different than or adverse to the interest of the holders 
of the Notes. In addition, such persons may possess information relating to the Reference Obligations and Collateral 
Securities which is not known to (he individuals at the Collateral Put Provider responsible for performing its 
obligations under the Collateral Put Agreement. Such persons will not be required (and may not be permitted) to 
share such information or pass it along to the Issu^-, the Liquidation Agent or any bolder of any Notes. Neither the 
Cdlluerat Put Provider nor any of such person will have liability to the Issuer or any holder ofahy Notes for failure 
to disclose such inform^ion or f<x taking, or fluting to take, any action based upon such information. 

In addition, the Collateral Put Provider and/or any of its affiliues may engage in any other business and 
furnish investment bulking and other services to others which may include, without limitation, investing in, lending 
to, being affiliated with or have other ongoing relationships with, other entities organized to issue collateralized debt 
obligaticms secured by ass^s similar to.the Reference Obligations, and die Collateral Securities and other trusts arxi 
pooled investment vehicles that acquire interests in, provide financing to, or otherwise deal with securities issued by 
issuers that would be siitable investments for the Issuer. In providing services to other clients, the Collateral Put 
Provider and its affiliates may engage in activities that would ccunpcte with or otherwise adversely affect the issuer. 
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in addition, the Coiltuera) Put Provider wilt be free, in its soie discretitm, to effect transactions on behalf of itself or 
for others, that be Ute sune as or diffemit fiom those effected wt behalf of the Issuer, and the Coilatoa! Put 
Provide and/or its affiliates may furnish investm«it banking or other services to others who may have investment 
policies similar to those followed by the Issuer and who mi^' O'vti securities of the same class, or whi^ are the same 
type as, the Reference Obligations and die CollBleral Securities on behalf of the Issuer. 

No provision in the Collateral Put Agreement prevents the Collateral Put Provider or any of its affiliates 
from rendering services of ai^ kind to die issuer of any Reference Obligations or Collateral Securities and dieir 
respective filiates, theTrustee, the holders of the Notes, the Senior Sw^ Counterparty, or any t^er entity. 
Without prejudice to the generality of the foregoing, the Cojiateral Put ^vtder and its affiliates, doctors, offico^, 
employees and ^otts may, among other things: (a) . s^e as directors, partners, ofiicers, employees, agents, 
nominees or signatOTies for an issuer of any Reference Obligations or Collateral ^curides; (b) receive fres for 
services rendered to die issuer of any Reference Obligations or any affiliate thereof; (c) be a secured or unsecured 
creditor of, or hold an ^uity intmst in, any issuer of any Reference Obligations or Collateral SecuridK; and (d) 
serve as a member of wy '‘editors’ board” or “creditors* committee” with respect to any Refemtce Obligations or 
Coliaier^ Securities vdiich has become or may become a Defaulted Obligation. 

The Collateral Put Provider or any of its affiliates or subsidiaries will be permitted to exercise all voting 
ri^ts with respect to any Notes which they may acquire (other tiian with respect to a vote regarding die removal of 
the Liquidation Agent or the termination or assignment of the Liquidation Agency Agreement). 

The Llquithilon Agent GS&Co. will be die initial Liquidation Agent. Although the Liquidation Agent 
will exercise no discretion with respect to the Pledged Assets and the Liquidation Agent is not providing investment 
advisiHy stsrvicers \o, or acting as an advisor to, the Issuer or the Holders of the Notes, various potential and ac^u^ 
conflicts of interest may arise from the overall underwriting, investment and other , activities of die Liquidation 
Agent, its affiliates and its clients. The Liquidation Agoit Is also the Initial Purchaser. The following briefly 
summarizes some of these conflicts, but is not intended to be an exhaustive list of all such conflicts. 

The Liquidation Agent and/or its affiliates have ongoing relationships with, render service to. finance and 
engage in transactions with, and may own debt or equity securities issued by issuers of certain of the Reference 
Obligations and Collateral Securities. The Liquidation Agent, its affiliates and/or its clients may inve^ in securities 
that are senior or subordinated to, or have interests different from or adverse to, the Reference Obligations and 
Coliateral Securities. The interests of such parties may be different than or adverse to die interest of the holders of 
the Notes. In addition, such persons may possess information relating to the Reference Obligations and Collateral 
Securities which is not known to the individuals at the Liquidation Agent responsible for performing its obligations 
under the Liquidation Agency Agreement. Such persons will not be required (and may not be permitted) to share 
such information or pass it along to the issuer, die Liquidation Agent or any holder of any Notes. Neither the 
Liquidation Agent nor any of such pers^ will have liability to the Issuer or any holder of any Notes for failure to 
disclose such information or for taking, or failing to take, any action based upon such information. 

In »idition, the Liquidation Agent and/or any of its afliliates may engage in any other business and fumtsh 
investment banking and other services to others may include, without limitation, investing in, lending to, 
being afflliated with or have other ongoing relationships with, other entities organized to issue collateralized debt 
obligations secured by assets similar to the Reference Obligations, and the Collateral Securities and other trusts and 
pooled investment vehicles that acquire interests in, provide flnancing to. or otherwise deal with securities issued by 
issuers that would be suitable investments few the Issuer. In providing services to other clients, the Liquidation 
Agent, the Coliatmil Put FTovider and its afTiliates may engage in activities that would compete with or otherwise 
adversely affect the Issuer. In addition, the Liquictetion Agent will be free, in its sole discretion, to effetu 
transactions on bdialf of itself or for others, that may be the same as or different from tho» effected on behalfof the 
Issuer, and the Liquidation Agent and/or its afTiliaies may furnish investment banking or other services to others 
who have investment policies similar to those followed by the Issuer and who may own' securities of the same 
class, or which are the same type as, the Reference Obligations and the Collateral Securities on b^alf of the Issuer. 
In addition, under certain circumstances' the Liquidation Agent will be required to dispose of certain COS 
Transactions whidt reference Reference Obligations in accordance with the procedures set forth in the Liquidatitm 
Agency Agreement. Such dispesilion of CDS Transactions whirfi reference Reference Obligations may result in 
losses by the Issuw, which losses may result in the reduction or withdrawal of the rating of any or all of the Notes by 
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any of the Rating Agencies. In making any such sale, the Liquidatim) Xgent need not take into acotunt the interests 
of the Issuers, the Holders of the Notes or any other par^. The Liquidation Agent and/or its affiHsles may at certun 
times be simultaneously seeking to purchase or dispose of investments for their reactive accounts or for another 
enti^ at the same time ^ it is disposing of investments for the Issuer. Accordingly, conflicts may arise regarding 
the allocation of sale opfwrtunities. 

No provision in die Liquidation A^ncy Agrewnent prevomls the Liquidation Agwit or any of its affiliates 
from rendering services of any kind to tire issuer of any Reference Obligations or Collateral Securities and their 
respective affiliates, the Trust*, the holders of the Notes, the Senior Swap Counterparty or any other entity. Without 
prejudice to tire generality of the foregoing, tire Liquidation Agent and Its affiliates, directors, office, employees 
and agents may, among oth* things: (a) serve as directors, parereis, officers, employees, agents, nominees or 
signatories for an issuer of any Reference Obligations or Collateral Securities; (b) receive fees for services rurdered 
to the issuer of any Referutce Obliguions or any affiliate thereof; (c) be a secured n- unsecured editor of, or hold 
an equity interest in, any Issuw of any Reference Obligations or Collateral Securities; and (d) serve as a member of 
any “creditore’ board" or “creditors’ committee" with respect to My Reference Obligations or Collaierai SecurftiK 
which has become or may become a Defaulted Obligation. 

The Liquidation Agent or any of hs affiliates or subsidiaries will be peimined to exercise all voting rights 
with respect to any Notes which they may acquire (other than with respect to a vote regarding toe removal of toe 
Liquidation Agent or the termination or assigrunent of the Liquidation AgMcy Agreement). 

The Iniliol /Purchaser. GS&Co. will be the initial Purchase. Various potential and actual omflicts of 
interest may arise fn»n the conduct by toe Initial Purchaser and its affiliates in otoer transactions with the Issuer, 
including, without limitation, acting as counterparty with respect to ti)e Credit Default Swap. GS&Co. will also 
initially act as toe Liquidation Agent under the Liquidation Agency Agreement. The following briefly summarizes 
some of these conflicts, but is not intended to be an exhaustive list of all such cortflicU. 

It is expected that toe Initial Purchaser snd/or its affiliates and selling agent will have placed or 
underwritten certain of the Reference Obligations and Collateral Securities at original issuance, will own equity or 
oth* securities of issuers of or obligors on Reference Obligations and Collateral Securities and will have provided 
invesanent banking services, advisory, banking and other services to issuers of Reference Obligations and Collaterai 
Securities- The Issuer may invest in toe securities of companies affiliated with the Initial Purchaser and/or any of its 
affiliates or in which (he initial Purchaser and/or any of its affiliates have an equity or participation interest. The 
purchase, holding and sale of such investments by the Issuer mtQ' enhance the profitability of the Initial Purchaser’s 
and/or any of its affiliates' own investments in such companies. In addition, it is expected that one or more affiliates 
of the Initial Purchaser will also act as counte^arty with respect to all of the CDS Transactions. The Issuer may 
Invest in money market funds that are managed by the Initial Purchaser or Its affiliates; provided that such money 
market funds otherwise qualify as Eligible Investments. GS&Co. and/or a consolidated entity controlled by 
GS&Co. or an affiliate thereof is providing “warehouse" financing to the Issuer prior to the Qosing Date and 
GS&Co. selected toe warehoused Credit Default Swap and Collateral Securities which will be sold to the Issu* on 
the Closing Date punuant to the terms of toe Forward Purchase Agreement. No collateral manager or other person 
acting on behalf of the Issuer has reviewed toe prices estaUished pursuant to such Forward Purchase agreement (nor 
has there been any third party verification of such prices). See “-—Notes — Collateral Accumulation.” 

There is no limitation or restriction on toe Initial Purchaser or any of its affiliales with regard to acting as 
investment advisor, initial purchaser or placement agent (or in a similar role) to other parties or persons. This and 
other ftiture ttotivities of the Initial Purchaser and/or its affiliates may give rise to additional conflicts of interest. 

Anti-Money Laundering Provisions. ’Hie Uniting- and Strengthening America By Providing Appropriate 
Tttois Required to Intercept and Obstruct Terrorism Act of 2001 (tiw “USA PATRIOT Act”), signed into law on and 
effective as of October 26, 2001, imposes anti money laundering obligations on different types of financial 
institutions, including banks, broker dealers and investment companies. The USA PATRIOT Act requires the 
Secretary of the United'States-Departmenr of'toe''Trea5uiy (the "Treasury”) to prescribe regulations to defme toe 
types of investment companies subject to the USA PATRIOT Act and toe related anti money laundering obligations, 
ft is not clear whether toe Treasury will require entities such as the issuer to enact anti money laundering policies. It 
is possible that the Treasury will promulgate reguitiions requiring toe issuers or the initial Purchaser or otoer service 
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providers to the Issuers, In connection with the est^lishment of anti money laundering prcx»dures, to share 
information with goveromtmtai authorities with respect to investors in the Secured Notes Md/or the Income Notes. 
Such legislation and/or regulations could require the issuers to implement additional restrictions on the transfer of 
the Secured Notes and/or the Inconw Notes. As may be required, tite Issuer reserves the right to request such 
information and take such actions as are necessary to enable ft to comply with the USA PATRIOT Act 

The Issuer. The Issuer is a recently incoipor^ed Cayman Islands exempted company and has no 
substantial prior operating history. The Issuer >^1! have no significant assets other than the CDS Trans«:t{ons, the 
Colltaeral Securities, Eligible InvestmenB, rights under the Credit Default Swap, rights undar the Collateral Put 
A^eemott, ri^ts under the Swiior Swap, rights under the Senior Swap Agreement, and certain oAer accounts and 
Bgrewnents entered into as described herein, and proceeds tiiercof, all of which have been pledged to the Trustee to 
swure the Issuer’s obligations to the Senior Swap Counterparty, the Holders of the Secured Notes and the Credit 
Protection Buyer. The Issuer will not engage in any business attivity other than the issuan«! and sale of the Secured 
Notes, and the Income Notes as described herein, the issuance of the Ordinary Shares, the acquisition and 
disposition of tiie CDS Transactions, the Collateral Securities and Eligible Investiwnts as described herein, the 
entering into of, and the performance of its obligations und», the Indenture, the Senior Sw^, the Account Con^I 
Apeement, tite Liquidation Agency Agreement, the Collateral Put Agreement, the CoHaterai Adminislralion 
Agreement, any other applicable Transaction Document, the pledge of the Pledged Assets as security for its 
(^iig^ions in respect oftiie Senior Sw(q> and the Secured Notes and otherwise for the benefit of the Secured Parties, 
certain activities conducted in connection with the payment of amounts in respect of die Secured Notes and the 
Income Notes and the management of the Pledged Assets and other activities incidental to the foregoing. Income 
derived from the Pledged Assets will be the Issuer’s only source of cash. 

The Co-Issuer. The Co-issuer Is a newly incorporated Delaware corporation and has no prior operating 
histwy. The Co-Issuer d<»s not have and will not have any significant assets. The Co-Issuer will not engage in any 
business activity other than the co-issuance of the Class A Notes, the Class B Notes, the Class C Notes and the 
Class D Notes. 

Tax. See “income Tax Considerations.” 

ERISA. See “ERISA Considerations.” 

Listing. Application may be made to the Irish Stock Exdtange for the Notes to be admitted to the official 
list of the Irish Stock Exchange and to trading on its isolated market. There can be no assurance that any 
application will be made, that any such listing will be obtwned or that, if it is obtained, that it will be maintained by 
the Issuer. If any Class or'ciasses ofNotes are admitted to the official list of the Irish Stock Exchange, the Issuer 
may at any time terminate the listing of such Notes. If the Issuer terminates the listing, it may, but is under no 
obligatitm to, seek a replacement listing on another stock exchuigc. 

DESCRIPTION OF THE NOTES 

The Secured Notes will be issued by the Issuen pursuant to the Indenture. The Income Notes will be 
issued by the Issuer pursuant to the Fiscal Agency Agreement. The following summary describes certain provisions 
of the Notes, the Indenture and the Fiscal Agency Agreement. This summary does not purport to be complete and is 
subject to, and qualified in its entirety by reference to, the provisions of the Notes, the Indenture and the Fiscal 
Agency Agreement. Copies of the Indenture may be obtained by prospective purchasers of the Secured Notes upon 
request in writing to the Trustee at The Bank of New Yoric Trust Company, National Associatiwi, 601 Travis Street, 
16lh Floor. Houston, Texas 77002, Attention: Global Corporate Trust — Hudson Mezzanine Funding 2006-1, Ltd. 
{telephwie number pi 3) 483-6000). Copies of the Fiscal Agency Agreement may be obttined by prospective 
purdiasers of Income Notes upon request in writing to the Fiscal Agent at The Bank of New Yoric Trust Company, 
National Association, 601 Travis Street, I6th Floor, Houston, Texas 77002, Attention: Global Corporate Trust — 
Hudson Mezzanine Funding 2006-1, Ltd. (telephone number (713)483-6000). 
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Status and Security 

The Co-issued Notes wil! be limited recourse obligations of the Issuers and the Senior Swap and the 
Class E Notes will be limited recourse obligsdions of the Issuct, secured as described below. The Income Notes will 
be limited recourse {^ligations of the Issuer, wilt not be secured obligations of the issuer and will only be entitled to 
receive amounts available for payment to the Holders of the Income Notes after payment of all amounts paytdrle 
prior thereto under the Priority of Payment. The Class S Notes Mill be senior in right of payment on each Payment 
Dide to the Senior Sw^), fte Class A Notes, the Class B Notes, dte Class C Notes, the Class D Notes, the Class E 
Notes and the Income Notes to the extent provided in the Priority of Payments. The Class A Ncdes will be sotior in 
ri^t of {»yment on each P^moit Date the Class B Ncdes, the Class C Notes, the Class D Notes, the Class E 
Notes and the Income Notes. Interest the Class A-f Notes will be pro rata with interest on the Class A-b Notes 
and with payments of tiie Seniw Svmp Premium. The Outstanding Notion^ Amount of the Senior Swap will be 
reduced either s«)ior to or pro rata with principal on the Class A Notes as more fully described in the Priority of 
P^mtents. Principal on the Class A-f Notes and the Class A-b will be paid either pro rata or flnt to the Class A-f 
Notes and second te> die Class A-b Notes depending on die circuimtances as more fully described in the Privity of 
Paymoits. The Class B Notes will be senior in right of payment on each Payment Date to the Class C Notes, the 
Class D Notes, the Class E Notes and the Income Notes. The Class C Notes will be senior in right of payment on 
each Payment Date to the Class D Notes, the Class E Notes and the Income Notes. The Class D Notes will be senior 
in right of payment <»i each Payment Date to the Class E Notes and the income Notes. The Class E Notes will be 
stsiior in right of payment on each Payment Date to (he Income Notes. See — PrioriQi' of Payments.” 

Under the terms of the Indenture, the Issuer will ^anl to the Trustee, for the benefit and securiQ' of the 
Trustee on behalf of die Senior Sw^ Counterparty, the Secured Notes, the Fiscal Agent, the Liquidation Agent, the 
Coliiueral Put Provider and (he Credit Protection Buyer (but only to the extent of (a) (he Coilatera! Securities »id 
Eligible Investments in the Collateral Account and (b) the Delivered Obligations in the Delivered Obligations 
Account) (collectively, die "Secured Parties”), a first-priority security interest in (i) the Credit Default Swap; (ii) the 
Intnest Collection Account; (hi) the Payment Account; (iv) the Exftense Reserve Account; (v) the Delivered 
Obligations Account; (vi) the Amortization Shortfall Account, (vit) the CDS Counterparty Collateral Account, (vili) 
the Colltuend Account (including die Cash Collateral Account) and (ix) the Collateral Put Provider Account (subject 
to die rights of the Collateral Put Provider) (items (ii) throu^ (ix), the “Accounts”); (x) Eligible Investments; (xi) 
the Issuer's rigjite under the Senior Swap, (xii) the Issuer's rights under the Credit Default Swap; (xiii) the Issuer's 
rights under the Collateral Put Agreement, (xiv) the Issuer's ri^ts under the Collateral Administration Agreement, 
(xv) the Issuer's rights under the Liquidation Agency Agreement and (xvl) certain other property (collectively, the 
“Pledged Assets"), 

Payments of interest on and principal of the Secured Notes, payments on the Senior Swap and payments to 
the Holders of the Income Notes, will be made solely from the proceeds of the Pledged Assets in accordance with 
the Priority of Payments. 

The aggregate amount that will be available for payments required or permitted to be made on the Notes, 
the Senior Swap and of certain expenses of the Issuers, the Trustee and the Agents on any Payment Date will be the 
total amount of Proceeds received during the period (a “Due Period”) ending on (and including) the fifth Business 
Day prior to such Payment Date (or, in the case of a Due Period that is applicable to the Payment Date relating to the 
Staled MaturiQ' of any Note, ending <m (and including) the day preceding such Payment Dale), and commencing 
immediately following the fifth Business Day prior to the preceding Payment Date (or. in the case of the Due Period 
relating to me ftrsi Payment Date, on the Closing Date). 

interest on the Secured Notes 

The Class S Notes will bear interest during «id> Interest Accrual Period at the Class S Note interest Rate 
for such interest Accrual Period. The Class A-f Notes will bear interest during each Interest Accrual Period at the 
Class A-f Note interest Rate for such Interest Accrual Period. TTie Class A-b Notes wil! bear interest during each 
Interest Accrual Period at the Class A-b Note Interest Rate for such Interest Accrual Period. The Class B Notes will 
bear interest during each Interest Accrual Period at the Class B Note interest Rate for such Interest Accrual Period. 
The Class C Notes will beiu interest during each Interest Accrual Period at the Class C Note interest Rate for such 
Interest Accrual Period. The Class D Notes will bear interest during each Interest Accrual Period at the Class 0 
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Note Interest Rate for such Interest Accrual Period. Tite Class £ Notes will bear interest during each interest 
Accrual Period at the Class E Note Interest Rate for such interest Accrual Period. Interest with rtt^jcct to the Class 
S Notes, die ClaK A Notes, the Qass B Notes, the Class C Notes, Class D Notra and die Class E Notes will be 
payable monthly in arrears on each Payment Dale, commencing on the April 2007 Payment Date. LIBOR for the 
first Interest Accrual Period wldi resp^ to the Secured Notes will be determined as of die second Business Day 
preceding the Closing Date. Calculations of interest on the Secured Notes will be made based ot a 360-day yew and 
the actual number of days in each Interest Accrual Period. The Holders of the Income Notes will receive on each 
Paymmt Date any amount of Proceeds that are available for distribution thereon in accordance with the Priority of 
Payments on such Payment Date. The “Interest Accrual Pwlod,” is with respect to the Class S Notes, the Class A-f 
Notes, the Class A-b Notes, the Class B Notes, the Class C Notes, the Class D Notes and the Class E Notes and any 
Payment Date, the period commencing on and including the imrnedialely preceding Payment Date (or die Closing 
Date in the case of die first Interest Accrual Period) and ending on and including the day immediately preceding 
aich Payment Date. The lnter«t Accrual Period shall also be the “Senior Swap Premium Calculation Period" under 
die Suiior Swap. 

if funds are not avail^leon any Payment Date to pay the full amount of interest on the Class CNores, or to 
the extent iniere« that is due on saidi Notes is not paid in-^er to satisfy certain Coverage Tests, the interest not 
paid (die "Class C Deferred interest"), will not be due and pay^le on such Payment Date, but will be added to die 
principal amount of the Class C Notes and, to the extent lawful arid enforceable, thereafter shall acoue interest at the 
Class C Note Intere^ Rate. If funds are not available on any Payment Date to pay the full amount of interest on the 
Class D Notes, or to the extent interest that is due on such Notes is not paid in order to satisfy certain Coverage 
Tests, the interest not paid (the “Class D Deferred Interest”), will not be due and payable on such Paymait Date, but 
will be added to die principal amount of the Class D Notes and, to the extent lawful and enforceable, thereafter shall 
accrue interest at the Class D Note Interest Rate, If ftinds are not available on any Payment Date to the full 
amount of interest on the Class E Notes, or to the extent interest that is due on such Notes i$ not paid in order to 
satisfy certain Coverage .Tests, the interest not paid (the “Gass E Deferred Intcresf ')> ^ (Itie and payable on 

such l^yment Dwe, but will be added to the principal amount of such Class E Notes, and, to the extent lawful and 
enforceable, thereafter will accrue interest at (he Class E Note Interest Rate. So long as the Senior Sw^ or any 
Class S Notes, Class A Notes or Class B Ntnes are outstanding, the failure to pay interest to the Holders of the 
Class C Notes will not be an Event of Default under the Indenture, so long as the Senior Swap or any Class S Notes, 
Class A Notes, Class B Notes or Class C Notes are outstandiiig, the failure to pay interest to the Holders of the 
Class D Notes will not be an Event of Default under the Indenture. So long as the Senior Swap or any Class S Note, 
Class A Notes, Class B Notes, Class C Notes or Class D Notes are outstanding, the failure to pay interest to the 
Holders of the Class E Notes will not be an Event of Default under the Indenture. See " — Priority of Payments" and 
“ — The Indenture — Events of Default." 

Interest will cease to accrue on each Secured Note from the date of repayment in full or Slated Maturity, or 
in the case of partial repayment, on such part, unless payment of principal is improperly withheld or unless deftult is 
otherwise made with respect to such payments of jmneipaJ. Sec “ — Principal." To the extent lawful and 
oiforceable, interest on any Defaulted Interest on each Gass of Secured Notes entitled thereto will accrue at the 
interest rate applicable to such Class of Notes, until paid as provided hwtin. “Defaulted Interest" means any interest 
due and payable in respect of any Class S Note, Class A Note or Class B Note or if the Senior Swap is not 
outstanding and there are no Class S Notes, Class A Notes or Class B Notes outstanding, any Class C Note or if the 
Senior Swap is not outstanding and (here are no Class S Notes, Class A Notes, Class B Notes or Gass C Notes 
outstanding, any Class 0 Note or if the Senior Swap b not outstanding and there are no Class S Notes, Class A 
Notes, Class B Notes, Class C or Class D Notes outstanding, any Gass E Note which, in any such case, is not 
punctually paid or duly’ provided for on the applicable Payment Date or at Stated Maturity, as the case may be. 

Detcnnination of LIBOR 

For purposes of calculating each of the Note Interest Rates, the Issuers will appoint as agent The Bank of 
New York Trust Company, National Association (in such capacity, the "Note Calculation Agent"). LIBOR shall be 
determined by the Note Calculation Agent in accordance with the following provisions: 

(i) On the second Business Day prior to the commencement of an Interest Accrual Period (each such 
day, a “LIBOR Determination Dale”), LIBOR (1-lBOR”) shall equal the rate, as obtained by the Note Calculation 
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Agent, for Eurodollar dqjosits for, wiUt respect to the Class S Notes, tfie Class A Notes, tfie Class 8 Notes, the Class 
C Notes, the Class D Notes »id the Class E Notes, a one-month period (or, in dte case of a designated initial 
pigment period of less than 25 days or, in the case of the Hrst interest Awrual Period, the linear interpolation 
thueof, calculated in accordance with generajly acceptable methodology, which ^^Kars on Bridge Telerate Page 
3750 <as Telerate is defined in the International Swaps and D^vatives AssociaUon, Inc. Annex to die 2000 ISDA 
Definitions (June 2000 version}), or such page as may replace Bridge Telerate Page 3750, as of ! 1 ;00 a.m. (London 
time) on such LIBOR Determination Date. 

(ii) If, on any LIBOR Determination Dale, such rate does not appear on Bridge Telerate Page 3750, or 
such page as may replace Bridge Telerate Page 3750, the Note Calcuiation Agent shall determine the ^thmetic 
mean of the oHered quotations of the Reference BanScs to leading banks in the London interbaidc market for 
Eurodollar deposits for, with respect to tfie Class S Notes, the Class A Notes, the Class B Notes, die Class C Notes, 
the Class D Notes and the Class E Nt^es, a one month period (or, in the case of a designattnl initial p^ment period 
of less than 25 days or, in the case of the first Interest Ac^al Period, the linear interpolation thereof, calculated in 
accordance with generally acceptable methodology, in an amount determined by the Note Calculation Agent by 
reference to requests for quotations as of approximately 1 1:00 a.m. (London time) on die LIBOR Determination 
pate m»ie by die Note Caltmlation Agent to the Reference Banks. If, on any LIBOR Determination Date, at least 
two of the Refenmce Banks provide such quotations, LIBOR shall equal such arithmetic mean of such quotations, 
if, on any LIBOR Determination Date, only one or none of the Reference Banks provide such quotadons, LIBOR 
tiali be deemed to be the arithmetic mean of the offered quotations that leading banks in the City of New York 
steeled by Ok Note Calculation Agent (after consultation with the Issuer or the LiquidiUion Agent on behalf of the 
Issuo') are quoting on the relevant LIBOR Determination Dale fix' Eurodollar deposits for the ^plicabte p^od in 
an amount detennined by the Note Calculation Agwit (after consultmiori with the Issuer or the Liquidation Agent on 
behalf of the Issuer) by reference to the principal Lemdon offices of leading banks in the London interbank market; 
provided, however, that If the Note Calculation Agent is required but is unable to determine a rate in accordance 
wiUi at least one of the procedures provided above, LIBOR shall be LIBOR as determined on the most recent date 
LIBOR was available, As used herein, “Reference Banks” means four major banks in the London interbank ma^et 
sdected by the Note Calculation Agent (after consultation with the Issuer or the Liquidation Agent on behalf of the 
issuer). 


As soon as possible after 1 1 :00 a.m. (New York time) on each LIBOR Determination Date, but in no event 
later than ) 1:00 am. (New York time) on the Business Day immediately following each LIBOR Determination 
Date, the Note Calculation Agent will cause notice of each of the Note Interest Rates for the next Interest Accrual 
Period and the amount of interest for such Interest Accrual Period payable in respect of each U.S.$1,000 principal 
amount of the Class S Notes (the "Class S Note Interest Amount”), of the Class A*f Notes (the “Class A-f Note 
Interest Amount”), of the Class A-b Notes (the “Class A-b Note Interest Amount”), of the Class B Notes {the 
“Class B Note Interest Amount”), of the Class C Notes (the “Class C Note Interest Amount”), of the Class D Notes 
(the “Class D Note Interest Amount") and of the Class E Notes (the "Class E Note Interest Amount”) {collectively, 
the “Note Interest Amounts”) (each rounded to the nearest cent, with half a cent being rounded upward) on the 
related Payment Date, to be communicated to the Issuers, DTC, Euroclear, Clearstream, the Note Paying Agents, the 
Trustee, the Liquidation Agent, the Securities Intermediary and die Irish Paying Agent (if any) for fonhu^ delivery to 
the Irish Stock Exchange (so long as any Class of Notes is listed on su^ exchange). In the last case, the Note 
Calculation Agent will furnish such infomiatlon as soon as possible after its determination to the Irish Paying Agent 
(if any) as long as any Notes are listed on the Irish Stock Exchange. The Note Interest Amount on any Payment 
Dale of any Class of Notes shall be calculated based mi the Outstanding principal balance of such Class prior to the 
payment of any Amortization Shortfall Amounts. The Note Calculation Agent will also specify to the issuers and 
the Liquidation Agent the quotations upon which each of the Note Interest Rates are based. The Note Calculatibn 
Agent shall notify the Issuers and the Liquidation Agent before 12:00 p.m. (New York time) on any LIBOR 
D^rmination Dale if it has not determined and is not in the (xocess of determining the applicable Note lnt«est 
Rates and Note Interest Amounts (collectively, the “Intoest Calculations”), together with its reasons therefor. 
“Business Day” means any day other than (x) Saturd^ or Sunday or (y) a day on whidi commercial banking 
institutions are authorized or obligated by law, regulation or executive order to close in New York, New York, the 
city of the Corporate Trust Office or, for the purposes of the Credit Default Swap and the (bilateral Put- Agrcenient 
only, London; provided, however, that for the sole purpose of determining LIBOR, “Business Day" shall be defined 
as any day on which dealings in deposits in U.S. Dollars are transacted in the London interbank market and provided 
Juriher, that to the extent action is required of the Irish Paying Agent (if any), the location of such Irish Paying 
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Agent dtall be considered In detcnnming the "Business D^" for purposes of determining whw ach Irish P^ing 
Agent action is required. 

The Note Calculation Agent may not be removed by the Issuers unless Uie entity that is serving as Tru^ee 
is removed as Truaee. If the Nwe Calculation Agent is unable or unwilling to a« as sut* or, in accordmee wdth the 
preceding.scntence, is removed by the Issuers, ot if the Note Calculation Agent fails to determine the applicable 
Interest Calculations for any Inlwcst Accrual Period, the Issuers will promptly appoint as a replairement Note 
Calculation Agent a leading bank which is engaged in trartsactions in Eur^oHar deposits in the intanational 
Eurodollar market and which does not control or is not eofttroHed by or under common control with the Issuws or 
their affiliates. The Note Calculation Ago>i may not resign hs duties without a sucsessor having been duly 
appointed. In addition, if tmd for so long as any Notes are listed on the Irish Stock Exdtange and the rules of swh 
exdiange so require, notice of die appointment of any Note Cateulation Agent will be furnished to such stock 
exchange. For so long as any of the Notes remain outstanding, there will at all times be a Note Caloilation Agwit 
for the purpose of calculating die applicable Interest Calculations. The determination of die ai^iicable Interest 
Calculations by the Note CalculWion Agent shall (in the absence of manifest error) be final aid binding upon all 
parties. 

Payments on the Income Notes 

The Income Notes will not bear interest based upon any fixed or floating rate. 

The Fiscal Agent will receive Proceeds (and make payments to the Holders of the Income Notes) to the 
extent provided in the Indenture, if any, such Proceeds are available pursuant to clause (xxiii) (or pursuant to clause 
(viii) in the use of the Final Payment Dale) under " — Priority of Payments.” Such payments will be made on the 
Income Not« only after all interest and other payments due on the Secured Notes have been made and all expenses 
of the Issuers have been paid (with such remaining Proceeds referred to as "Excess Amounts”). Sec “Risk Factors — 
Notes Subordination of the Income Notes; Unsecured Obligations." 

Except as permitted pursuant to clause (xxiii) of die Priori^ of Payments, no principal payments will be 
made on the Income Notes until principal of, and accrued and unpaid interest on, the Secured Notes, and all other 
payments, certain fees and expenses, have be« paid in full in accordance with the Priority of Payments. 

Priocipal 

The Notes (other than the Class S Notes) will mature on (he Payment Date in April 2042 (each such date 
the "Stated Maturity” with respect to such Notes) and the Class S Notes will mature on the Payment Date in August 
2012 (the “Stated Maturity" with respect to the Class S Notes). The average life of each Class of Notes (other than 
(he Class S Notes) is expected to be substantially shorter than the number of years from issuance until the Stated 
Maturity for such Class of Notes. See "Risk Factors— Notes — Average Lives, Duration and Prepayment 
Considerations.” 

Principal will be payable on the Class S Notes in accordance with the Priority of Payments on each 
Payment Date commencing on the Payment Date occurring in May 2007 in an amount equal to the Class S Notes 
Amortiung Principal Amount with respect to such Foment Date and, if an Event of Default or Tax Event has 
twcurred and is continuing or an Optional Redemption or Auctitm has occurred and the Pledged Assets are being 
liquidated pursuant to the tmns of the Indenture, the Class S Nptes will be paid in full prior to any distributions to 
any other Notes. Principal will be payable on certain of the Notes and the Outstanding Notional Amount of the 
Senior Swap will be reduced on each Payment Date, in accordance with the Priority of Payments. On any Payment 
Date, on which certain conditions are satisfied, (I) die Outstanding Notional Amount of the Senior Swap will be 
reduced by the Senior Swap Reduction Amount and (ii) principal will be paid to the Holders of the Class A Notes 
pursuant to the Senior Principal Allocation, only in an amount required to increase (or maintain) the Class A 
Adjusted Overcollateralization Ratio to a specified target of 143.8%. After achieving and maintaining such target 
and minimum, the payment of remaining principal will shift to the Holders of the Class B Notes until such Holders 
have been paid an amount required to increase (or maintain) the Class B Adjusted Overcollateralization Ratio to die 
specified target of 122.5%. After achieving and maintaining such target level, the payment of remaining principal 
shifts to the Holders of the Class C Notes which will receive principal only in an amount required to increase (or 
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maintain) the Class C Adjustoi Overcoliateralization Ratio to a specified target of i 10.2%. After achieving and 
maintaining sudi target level, the payment of remaining principal shifts to the Holders of ftie Class D Notes >dikh 
will receive principal only in an amount requM to increase (or maintain) the Clas D Adjusted 
Ot^ncoliateraiization Ratio to a specified target of 105.8%. However, if the Aggregate Outstanding Portfolio 
Amount is les than U.S.S 1,050,000,000 on the E>etenninalion Date with respect to the related Payment Date, Uien 
only the amount desaibed above to be allocated to reduce the Outstanding Notional Amount of the Senior Swap w 
to be paid to die Class A Notes will be sdlocated or paid, such amount to be allocated, first, to reduce the 
Outstanding Noticmal Amount of die Smiior Swap, secotid. to the payment of principal of Class A Notes until the 
Class A Notes have been paid in full, provided that, if dw Senior Overcoilate^izasion Test has be«t satisfied on 
eadi Determindion Date, including the Determination Date relating, to the cuirent Payment Date, the amount 
allocated to the Class A Notes will be pdd fust to the Qass A-fNotes until the Dass A-f Notes are paid In full, and 
then to the Class A<b Notes until the Class A-h Notes are f»id in full, third, to the payment of principal of all 
outstending Class B Notes, fourth, to the payment of principal of ail outstanding Class C Notes and fifth, to the 
payment of all outstanding Class D Notes. The fore^ing “shifting principal” method pennits Holders of the 
Clus B Notes, the Class C Notes and the Class D Nota to receive payments of principal in aosjrdance widi the 
Priority of Payments white more senior Classes of Notes remain outstanding and pennits distributions of Proems to 
the Holdm of the Income Notes, to die extent funds are available in accordance with the Priority of Paym«its, while 
more senior Notes are outstanding. Holders of the Class E Notes may receive payments of principal in accordance 
with (a) clause {xvi) of the Priority of Payments in an amount necessary to increase or maintain the Class E Adjusted 
Overcoiideraiization Ratio te a specifi^ target of 104.2%; provided however, that if the Aggregate Outst^ing 
Portfolio Amount is less than U.S.$ 1,050,000,000 on the Detennination Date with respect to the related Payment 
Date or If the Senior Overeolleteralization Test was not satisfied on any Determindion Date with respect to any 
preceding Payment Date, then all remaining Amortizatiim Proceeds will be applied to the payment of ail outstuiding 
Cli»s E Notes until the Class E Notes are paid in full and (b) clause (xvii) of the Priority of Payments if the Class E 
Interest Diversion Test is not satisfied. Amounts properly paid pursuant to the Priority of Payments to a junior Class 
of Secured Notes or to the Income Notes will not be recoverable in the event of a subsequent short&ll in the amount 
required to pay a more senior Class of Secured Notes. 

Subject to the availability of funds therefor in accordance with the Priority of Payments, if any of die 
Coverage Tests are not satisfied on any applicable Determination Date, the Outstanding Notional Amount of the 
SenitM* Swap will be reduced and certain of the Secured Notes (other than the Class S Notes) will be subject to 
mandatory redemption on the related Payment Date until paid in &!l. See “ — Mandalory Redemption” and the “ — 
Priority orPeyments" for a description of the order in which such Notes are paid in connection with the failure of a 
Coverage Test The Class E Notts are also subject to mandatory redemption in accordance with the Priority of 
Payments on any Payment Date if the Class E Interest Diversion Test is not satisfied. 

Scheduled Redemption of Income Notes 

On or prior to the date that is one (1) Busiitess Day prior to the end of the Due Period applicable to the 
Maturity Date, the Liquidation Agent will sell, assign, terminate otherwise dispose of all remaining Pledged 
Assets. The settlement dates for any such sales or other dispositions shall be no later than one (1) Business Day 
prior to the end of such Due Period. The proceeds ofsuch sales or other dispositions will be paid to the Fiscal Agent 
after the payment of amounts senior to the Holders of the Income Notes in the Priority of Payments for deposit into 
the account maintained therefore by the Fiscal Agent (tiie “Income Note Payment Account”) and payment to the 
Holders of the income Notes as the redemption price for the Income Notes upon such payment. Upon such 
payment, the Issuer shall redeem the income Notes. 

AOCtlOD 

Sixty (60) days prior to the Payment Date occurring in April of each year (each, an “Auction Date”) 
cfflnmencing on tiie April 2015 Payment Date, tiie Liquidation Agent, on behalf of the Issuer, will take steps to 
conduct auction (tite “Auction”) of the Credit Default Swap, the Eligible Investments (other than cash), the 
Delivered Obligations and the Colialeral Securities in accordance with procedures specified in the indenture, if the 
Liquidation Agent receives one or more bids ftom Eligible Bidders not later than ten (10) Business Days prior to the 
Auction Dale, which, when added to the cash on deposit in the Collateral Account, equab or exceeds the Minimum 
Bid Amount, it will sell, assign, terminate or othMwise dispose of the Credit Default Swap, Eligible investmenb 
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(other than cash), die Delivered Obligations and the Coilaterai Secu|ities for settlement on or before the fifth 
Business Day prior to such Auction Ctate utd the Notes and the Inconte NtHes will be redeemed in whole on such 
Auction Date (any such an “Auction Payment Date”). The Liquidation Agent and its affiliates shall be 
considered Eligible Bidd^s. If Uie highest single bid on the entire portfolio, or the amount of multiple 

bids with respect to individual Collateral Securities, Eligible Investmoits (other than cash) and Delivered 
Obligations, when added to the other Liquidation Proceeds and cash on deposit in the Collateral Account, does not 
equal or exceed die Minimum Bid Amount (which includes the income Note Face Amoimi or such lesser amount as 
is agreed to by the Kold^ of 100% of the Income Notes) or if there is a failure at settlement, die Credit Default 
Sw;iq} and die SeniOT Swap will not be termin^ed or assigned, the Eligible Investments (other than cash), Collati^al 
Securities and die Delivered Obligations will not be sold and the redemption of the Notes on the related Auction 
Date will not occur. 

The Outstanding Notional Amount of the Senior Swap will be reduced to :uid the Securul Notes will 
be redMmed in whole at die applicate Secured Note Redemption Price following a sucussftii Auction In 
accordance with the Priority of Payments. The amount distribut^le as the final payment on die Income Notes 
following any such redemption will equal the Income Note Redemption Price, which may be less than the then 
current Ag^gate Outstanding Amount of the Income Notes). 

Tax Redemption 

Subject to certain conditions described herein, the Secured Notes may be redeemed by die Issuers at uiy 
time, in whole but not in part, 90 days following the l»uers becoming aware of the occurrence of a Tax Event 
(provided thtd such 90-day period shall be extended another 90 days if, during the initial 90-day period, the 
issuers have notified the Holders of the Notes diat the relied Issuer expects that it shall have changed its place of 
residence by the end of the later 9l><lay period) at their Secured Note Redemption Prices or the Income Note 
Redemption Price, as applicable, at the written direction of, or with the written consent of, (i) die Holders of at least 
66-2^% of die Income Notes or (ii) the Holders of a Majority of any Class of Secured Notes which, as a result of 
die occurren«i of a Tax Event, has not received 100% of the aggregate amount of principal and interest or other 
amounts dien due and payable on such Notes on any Paymmt Date (such redemption, a “Tax Redemption”); 
provided th^ no such redemption shall be effected unless the expected Liquidation Proceeds equal or exceed the 
Total Redemption Amount (which includes the income Note Face Amount or such lesser amount as is agreed to by 
the Holders of 100% of the Income Notes). If a Tax Redemption occurs, the Income Notes will be redeemed 
simultaneously. No such Tax Redemption will occur unless all amounts payable to the Senior Swap Counterparty, 
the Credit Protection Buyer and any assignee of the Credit Default Swap (including all Credit Default Swap 
Termination Payments) will have been paid in full, in each case, on the related redemption date. 

In connection with a Tax Redemption, the Issuers (in the case of the Co-lssued Notes) and the issuer (in the 
case of the Class E Notes and the Income Ntties) shall notlly the Trustee and the Fiscal Agent, of such Tax 
Redemption and the Payment Date which is the date for redemption (the “Tax Redemption Date") and direct the 
Trustee, in writing, to assign, terminate or otherwise dispose of. in the manner determined by the Liquidation Agent, 
and in accordance with the Indenture, any CDS Transaction, (bilateral Security, Eligible Investment and Delivered 
Obligation and upon any such assignment, tennination or other disposition, the Trustee shall release the lien upon 
such CDS Transaction, Coll^erai Security, Eligible Investmoit and Delivered Obligation pursuant to the Indenture; 
provided, however, that the Issuer may not direct the' Trustee U) assign, terminate or otherwise dispose of (and the 
Trustee shall not be obligated to release the lien upon) any CDS Transaction, Collateral Security, Eligible 
Investment or Delivered Obligation exc^t In accordance with the procedures set forth in the Indenture including, 
without limitation, the requirement that the Liquidation Agent shall have forwarded to the Trustee binding 
agreements or certificates evidencing that the Liquidation hoceeds anticipated from the disposition of the Pledged 
Assets will equal or exceed the Total Redemption Amount. The proceeds available for distribution in connection 
witii a Tax Redemption will be reduced by the amount of expected Credit Default Swap Termination Payments due 
to the Credit Protection Buyer. 

The amount payable to the Holders of the Secured Notes in connection with any Tax Redemption of the 
Secured Notes will equal the Secured Note Redemption Prices thereof. The amount distributable as a final 
redemption payment on the Income Notes following any redemption of the Secured Notes will equal the Income 
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Note Redemption Price (v^ich may be less than the then currmt Ag^egate Outstanding Amount of the Income 
Notes). 

Optional Rcdemptitm 

Subject to certain conditions d^ribed herein, the Secured Notes may be redeemed by the issuers ud the 
Income Notes may be redeemed by the Issuer, in whole but not in part at their Secured Note Redonption Prices or 
the income Note Reden^tion Price, as appIioAle, on any Paymott Date on or after die April 2010 P^onent Date, at 
the written direction of, or with (he written consult of, die Holders of at least a Majority of die Income Notes 
(including Inccmie Notes held by die Lii|ui<lation Agent or any afTiliate dieitioi) (such ralemption, an "Optional 
Redemption"); provided that no Optional Redemption dial! be effected unless Ae expected Liquidation Proceeds 
will equal or exceed the Total Redemption AmouiU (which includes die income Note Face Amount or such lesser 
amount as is a^eed to by the Holders of l(K)5iofthe Income Notes). Ijfthe Holders of the Income Notes so elect to 
cause an Optional Redemption, the Income Notes will be redeemed simultaneously. 

in connection with an Of^nal Redemption, the issuers (in the case of the Co-Issued Notes) and the Is»ier 
(in the case of the Class E Notes and the Income Notes) shall notify the Trustee and the Fiscal Agent, as applicable, 
of such C^tJonal Redemiption and the ^tirmal Redemption Date and direct the Trustee, in writing, to sell, assign, 
laminate or othowise dispose of, in the manner determined by the Liquidation Agent, and in a«»rdance widi die 
indoiture, the Credit Default Swap, Collateral Securities, Eligible Investments and Delivered Obligations and upon 
any sudi sale, alignment, termination or odier disposition, the Trustee shall release the lien upon the Credit Default 
Swap, Collateral Securities, Eligible Investments and Delivered Obligations pursuant to die Indenture; provided, 
however, that the issuer may not direct the Trustee to assi^, Icrminale or otherwise dispose of (and the Tnistee shall 
not be obligated to release the lien upon) the Credit Deftult Sw^, Collateral Security, Eligible Investmoit or 
Delivered Obligation except in accordance with die procedures set forth in the Indenture including, without 
limitation, the requirement that the Liquidation Agent shall have forwarded to the Trustee binding agreonents or 
certificates evidencing that the Liquidation Proceeds anticipated from the assignment, termination or other 
disposition of the Credit Default Swap, Collateral Securities, Eligible Investments and Delivered Obligations and 
other assets of the Issuer wilt equal or exceed the Total Redemption Amount. 

The amount payable to the Holders of the Secured Notes in connection with any Optional Redemption of 
the Secured Notes will equal the Secured Note Redemption Prices thereof. The amount distributable as a final 
redemption payment on the Income Notes following any redemption of the Secured Notes will equal the Income 
Note Redemption Price (which shall at least be equal to the Income Note Face Amount or such lesser amount as is 
agreed to by die Holders of 100% of the Income Notes). 

Optional Redemplion/Tax Redemption Procedures. To conduct an Optional Redemption or a Tax 
Redemption, the procedures set forth in the Indenture must be followed and any conditions precedent thereto must 
be satisfied. 

If in the case of a Tax Redemption or an Optional Redemption of the Secured Notes and the Income Notes, 
any Holder of an income Note or, in the case of a Tax Redemption, any Holder of a Secured Note affected by a Tax 
Event, desires to direct the Issuers with respect to the Secured Notes and the Issuer with respect to the Income Notes 
to redeem the Secured Notes and the income Notes, such person shall notify the Principai Note Paying Agent, in the 
case of a Holder of Secured Notes or the Fiscal Agent, in the case of a Holder of Income Notes, which in each case 
will in turn notify the Trustee (with a copy to the Issuer, the Liquidation Agent, the Credit Protection Buyer, the 
Coli^eral Pul Provider and the Senior Swap Counterparty) of such desire in writing no less than thirty (30) Business 
Days prior to such Payment Date. Such notice shall be urevocable. 

The Trustee will provide notice of any Optional Redemption or Tax Redemption by first-class mail, 
postage prepaid, mailed not less than ten (10) Business Days in^ior to the scheduled Tax Redemption Date or 
Optional Redemption Date, as applicable, to the Principal Note Paying Agent, to the Fiscal Agent, to the Credit 
Protectiem Buyer, to the Collateral Put Provider, to the Senior Swap Counterparty and to each Holder of a Secured 
Note at such Holder’s address in the register maintained by the Note Registrar under the indoiture. The Fiscal 
Agent will provide the same notice to each Holder of an Income Note at such Holder's address in the Income Notes 
Register maintained by the Income Notes Transfer Agent pursuant to the Fiscal Agency Agreement. In addition, the 
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Trustee or the Fiscal Agent will, if and for so tong as any Class of Secured Notes or the Income Notes to be 
redeemed is listni on the Irish Stock Exchange, direct the Irish Paying Agent to (i) cause notice of such Optional 
Redemption or Tax Redemption to be delivered to the Company Annouipnnents OffiM of the Irish Stock Exchange 
not less than ten (10) Business Days prior to the Redemption Date and (ji) promptly notify the iririi Stock Exchange 
of such Optional Redemption or Tax Redemption. 

The initial paying agents for the Notes are The Bank of New York Trust Company, National Association, 
as Princi|al Note Paying Agent, and, if and so tong as any Notes are listed on the Irish Stock Exchange, the Irish 
Ptying Agent 

Soured Notes or Income Notes called for redemption (other than in the case of Auction) must be 
surrendered at the office of any paying agent appointed undw *e Indenture or the Fiscal Agency A^cemenl, 
respectively, in order to receive any final payments tm the Notes. The initial paying agent for the Secured Notes and 
Incmtic Notes is The Bank of New York Trust Cwnpany, National Association and if and for so long as any Notes 
. are listed on the Irish Stock Exdtange, the Irish Paying Agent 

Any such notice of redemption will be deemed to be withdrawn in its entirety by the Issuers (with respect 
to the Co-Issued Notes) and the Issuer (with respect to the Class E Notes and the Income Notes) on the seventh 
Business Day prior to the scheduled redemption date if the Liquidation Agent shall not have delivered the sale 
agreement or agrewnents or certifications, required by the Indenture by such date. In such event, die Trustee shall 
notify the Fiscal Agent Oiai the notice of r^emption has be«i withdrawn by overnight courier guaranteeing next day 
deiivoy sent not later than the sixth Business Day prior to st^h scheduled redemption date with a copy by facsimile 
transmission. The Senior Swap and die Collaterd Put Agreement will not terminate upon notice to the respective 
counterparties of redemption until the time for withdrawal of notice has expired. The Liquidation Agent shall be 
liable only for the failure to effect an Optional Redemption or Tax Redemption due to the Liquidation Agent's gros 
negiigenM or willful misconduct. Notice of any such withdrawal shall be given at the issua''s expense by the 
Tmaee or the Fiscal Agent, as ^pllc^le, to each Holder of a Note, at the address appearing in die applicable 
register mwntained by the Note Transfer Agent under the lodorture or ‘the Income Notes Transfer Agent undw the 
Fiscal Agency Agreement, as applicable, by overnight courier guaranteeing next day delivery sent not later than the 
third Business Day prior to the sdieduied redemption date, with a copy by facsimile transmission to the Collaterai 
Put Provider, die Credit Protection Buyer, the Senior Swap Counterparty, the Liquidation Agent and the Rating 
Agencies (so long as any of die Notes are rated). The Trastee or tilt Fiscal Agent will also give notice to the Irish 
Paying Agent if any Notes are Uien listed on the Irish Stock Exchange. 

Mandatory Redemption 

On any Payment Date on which the Senior Overcoittfcralizaiion Test was not satisfied on the last Business 
Day of the immediately preceding Due Period (such Business Day, the "Determination Date”), the Class A Notes 
and die Class B Notes will be redeemed at par p/us accrued interest as follows; 

If the Senior Overcollateralization Test is not satisfied on any {Determination Date related to a Payment 
Date after giving effect to all payments of principal and reduction of the Outstanding Notional Amount of the Senior 
Swap on such Payment Date (without giving effea to any payments or notional reduction pursuant to clause (viii) or 
clauses (x), (xii) and (xiii) of the Priority of Payments), Amortization Proceeds net of amounts payable under clauses 
(i) through (vii) of the Priority of Payments mil be used,.^rs/, lo reduce the Outstanding Notional Amount of the 
Senior Swtqi until amortized in full, second, to the payment of i^incipal of the Class A Notes until the Class A Notes 
are paid in full, and third, to the payment of principal of the Class B Notes until the Class B Notes are paid in full; 
provided that, as long as the Senior Swap is outstanding on such date, any remaining interest Proceeds will be 
dep(»i(cd in the Collateral Account for investment in Collateral Securities and Eligible investments, and the 
Outstanding Notional Amount of the Senior Swap shall be reduced by the same amount. The Qass S Notes, the 
Class C Notes, the Class D Notes, the Class E Notes and the Income Notes will not be subject to mandatory 
redemption as a result of the failure of the Senior Overcollaleralizalion Test. 

If the Class C Overcollateralization Test is not satisfied on any Determination Date rtdated to a Payment 
Date after giving effect to ail pa)nncnts of principal and the reduction of the Outstanding Notional Amount of die 
Senior Sw^ on such Payment Date (without giving effect lo any payments or notional reduction pursuant to clause 
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(x) or clauses (xii) and (xiii) of the Priori^ of Paymoits). Principal Proceeds net of amounts payable under cltutses 
(i) throu^ (ix) of Ae Priority of Payments will be applied as firilws: If the Senior Overcollalcralizarion Test was 
satisfied on each Determination Date with respect to each preceding Payment Date susd the Aggregate Outstemding 
PtHtfolio Amount is greuer than or equal to U.S4I,0S0, 000.000 on die D^ermination Date with r^>ect to the 
related Pt^ment Date, Amortization Proceeds will be a^ied, pro rata (i) to reduce the Outaanding Notional 
Amount of the Senior Swap by the Senior Sw^ Reduction Amount for such Payment Date and to Ujc faymait of 
principal of the Class A Notts pursuant to the Senior Principal Allocation, (ii) to the payment of principal of die 
Qass B Notes and (iii) to the payment of principal of the Class C Notes, until the Outstanding Notiwal Amount of 
die Senior Swap is reduced to zno and the Class A Notes, the Class B Notes and the Class C Not^ a^e paid in ftill 
and, any remaining Proceeds to the payment of principal of all outstanding Class C Notts until the Class C Notes are 
paid in full; provided diat, if the Aggregate Outstanding Pmtfolio Amount is less than U-S.S1, 050,000,000 on the 
Determination Date with respect to the related Payment Date or if the Senior Ovemolimeraltzation Test was not 
satisfied on any Determination Date with respect to any preceding P^rment Date, Arowtization Proceeds will be 
applied first (i) to reduce the Outstanding Notional Antomt of the Senior Swap by the Senior Redurtion 
Amount for such Paymrat Date, second <ii) to the payment of principal of the Class A Notes until the Class A Notes 
are paid in full; provided that, if the Senior Overcollater^ization Tcq{ has been satisfied on eadi Determination 
Date, including the Dettrmin^ion Date related to the current Payment. Date, the amount allocated to the Class A 
Notes will be paid first to the Class A>f Notes until the Qass A*f Notes are paid in full and then to the Class A-b 
Notes until die Class A'b Notes are paid in full, third (Hi) to the payment of principal of the Class B Notts until die 
Class B Notes tue paid in full and fourth (iv) to the payment of principal of the Class C Notes until the Class C 
Notes arc paid in fbll, and any remaining Proceeds to the payment of f^ncipal of all outstanding Class C Notes until 
the Class C Notes are paid in full. The Class S Notes, the Class O Notes, the Class E Notes and the Income Notes 
will not be subject to mandatory redemption as a result of the failure of the Class C Overcoli^ralization Test 

If the Class D Overcollateralization Test is not satisfied on any Detennination Dale related to a Payment 
Date (together with the Senior Overcollateralization Test, the Class C Overcollateralization Test and die Class E 
Interest Diversion Test, the “Coverage Tests") after giving effect to all payments of principal and the reduction of 
the Outstanding Notional Amount of the Senior Swap on such Payment Date (without giving effect to any payments 
or notional reduction pursuant to clause (xii) or clause (xtii) of the Priority of Payments, Principal Process net of 
ammints payable under clauses (i) through (xi) of the Priority of Payments will be used as foliowsi If the Senior 
Ovenollaieralization Test was satisfied on each DetOTnination Date with respect to each preceding Payment Date 
and the Aggregate Outstanding Portfolio Amount is greater than ot equal to U.S. 1 ,050,000,000 on the Determination 
Date with respect to the related Payment Date, Amortization Proceeds will be applied pro rota (1) to reduce die 
Outstanding Notional Amount of the Seni«’ Swap by the Seniw Swap Reduction Amount for such Payment Date 
and to the payment of principal of the Class A Notes pursuant to the Senior Principal Allocation, (ii) to the payment 
of principal of the Class B Notes, (iii) to the paymeru of principal of the Class C Notes and (iv) to the payment of 
principal of the Class DNotea, until the Outstanding Notions) Amount of the Senior Swap is reduced to zero and the 
Class A Notes, the Class B Notes, the Class C Notes and the Class D Notes are paid in full and any remaining 
Proceeds to the payment of principal of all outstanding Class D Notes until the Class D Notes are paid in full; 
pravided^ex, ifthe Aggregate Outstanding Portfolio ^ount is less than U.S.S 1,050, 000, 000 on the Determination 
Date with respect to the related Payment Date or if die Senior Overccdlateralization Test was not satisfied on any 
Determination Date with respect to any preceding Payrnent Dale. Amortization Proceeds will be applied, /irr( (i) to 
reduce the Outstanding Notional Amount of the Senior Swap by the Senior Swap Reduction Amount for such 
Payment Date, second (it) to the payment of principal of the Class A Notes until the Class A Notes are paid in full; 
provided that, if the Senior Overcollateralization Test has been satisfied on each Determination Date, including the 
Detmnination Date related to the current Payment Date, the amount allocated to the Class A Notes will be paid first 
to the Class A-f Notes until the Class A-f Notes are paid in full and second to the Class A-b Notes until the Class A- 
b Notes are paid in full, third (iii) to the payment of principal of the Class B Notes until the Class B Notes are paid 
in M\, fourth (iv) to the payment of principal of the Class C Notes until the Qass C Notes ait paid in full, zai fifth 
(v) to the payment of principal of the Class D Notes until the Class O Notes arc paid in full. The Class S Notes, the 
Class E Notes and the Income Notts will not be subject to mandatory redemption as a result of die failure of the 
Class D Overcollateralization Test. 

The Coverage Tests will be used primarily to determine whether interest may be paid on the Class C Notts, 
the Class D Notes and the Class E Notes and whether Proceeds will be distributed to the Holders of the Income 
Notes, and whether Proceeds must be used to reduce the Outstanding Notional Amount of the Senior Swap and to 
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make mandatory redemptions of the Class A-f Notes, the Qass A4> Notes, the Class B Notes, the ClaM C Notes, the 
Class D Notes and the Class E Notts. See “Dcscriptiort of the Notes — Principal” and -Wori^ of Payments.” 
The CovCTage Tests will insist of the Senior Overcollateralization Test, the Cla^ C Oveicoiiateraiization Test, the 
Class D Overcollateralization Test and dte Class E Interest Diversion Test For purposes of the Coverage Tests, (i) 
uniess odrerwise specified, a CDS Transaction shall be included as a Pledged Asset having the characteristits of the 
Reference Obligation and not of the CDS Transaction; provided, that if such Credit Protection Buyer is in de&ult 
undo* the related COS TransactNm, such CDS Transaction shall not be included as a Collateral Asset for purpose of 
tile Covera^ Tests or such CDS Transaction will be treated in such :a way that will satisfy the Rating Agency 
Condition and (ii) the calculation of the Senior Overcollateralization Ratio, the Class C OvereoliateraUzalion I^io, 
the Class D Overcollateralization Ratio and the Class E Inteest Diversion Test on any Oetomination Date that such 
Coverage Tet is applicable sb^l be made by giving eHect to all payments sdieduled or e^qiected to be made 
pursuant bo the Priority of Payments on the Payment Date following such Determination Date. Fc^ purposes of each 
of the Senior Ovmotiaterdization T^, the Class C Overcollateralization Test, the Class D OvercoilateralizatitHi 
Test and the Class E Interest Diversion Test, notwithstanding the definition of Principal Balance contained herein, 
the Principal Balance of any security that is not currently paying cash interest (excluding any s«;urity that is, in 
accordance with its terms, making payments due thereon ’'in kind”) shall be the accreted value of sudi security as of 
the date on which it was purchas^ by the Issuer, provided, tiiat sudi acaeted value shall not exceed the par amount 
of such security. 

The Senior OvercoUateraluation Test 

Thc ‘‘SenkM' Overcollateralization Ratio” as of any Determination Dale will equal the ratio (expressed as a 
percentage) obtained by dividing (i) the Net Outstanding Portfolio Collateral Balance on such Determination Date 
by (ii) tiie sum of (a) the Outstanding Notional Amount of the Senior Swap, (b) the Unreimbursed Seniw Svrap 
Funding Amount and (c) the Aggregate Outstanding Amount of the Class A Notes and the Class B Notes, minus tiie 
Amortization Proueds expected to be available prior to clause (xiii) of the Priority of Payments on the related 
Payment Dtie assuming that the Coverage Tests are satisfied. 

The “Senior Overcollateralization Test” will be salisFied on any Determination Date on which any Class A 
Notes or Class B Notes remain outstanding if the Senior Overcollateralization Ratio on such Determination Date is 
equal to or greater than 1 As of the Closing Date, the Senior Overcollateralization Ratio is expected to be 

equal to 120.5%. 

The Class C Overcollaieratisalion Test 

The "Class C Overcollateralization Ratio” as of any Oaermination Date will equal the ratio (expressed as a 
percentage) obtained by dividing (i) the Net Outstanding Portfolio Collateral Balance on such Determination Date 
by (ii) the sum of (a) the Outstanding Notional Amount of the Senior Swap, (b) the Unreimbursed Senior Swt^i 
Funding Amount and (c) the Aggregate Outstanding Amount of the Notes (other than the Class S Notes, the Class D 
Notes, the Class E Notes and the Income Notes and including Cla^ C Deferred Interest), minus the Amortization 
Proceeds expected to be available prior to clause (xiii) of the Priority of Payments on the related Payment DtUe 
assuming that the Coverage Tests are satisfied. 

The "Class C Overcollateralization Test" will be satisfied on any Determination Date on which any Class C 
Notes remain outstanding if the Class C Overcollateralization Ratio on such Determination Date is equal to or 
greater than 105.5%. As of the Closing Date, the Class C Overcollateralizatiort Ratio is expected to be equal to 
109.3%. 

The Class D Overcollaleralizaiion Test 

The "Class D Ovo-collateralizaiion Ratio” as of any Determination Date will equal the ratio (expressed as a 
per^ntage) obrained by dividing (i) the Net Outstanding Portfolio Collateral Balance on such Determination Date 
by-(ii) tire sum of the (a) the Outstanding Notional Amount of the Senior Swap, (b) the Unreimbursed Senior Swap 
Funding Amount and (c) Aggregate Outstanding Amount of the Notes (other than the Class S Notes, the Class E 
Nt^es and Income Notes and including ClassC Deferred interest and Class D Deferred Interest), minus the 
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Amortization Proceeds expected to be available prior «> clause (xiH) of the Priority of Payments on the related 
Paym«it Date assuming that the Coverage Tests are suisfied. 

The “Class D Overcollateralization Test" will be satisfied on any Determination Date on whidt any 
Class D Notu remain outstanding if the Class D Overcollateralization Ratio on such Determination Date is equal to 
(ff ^eater dian 102.4%. As of the Closing Date, the Class D Overcollateralization Ratio is expected to be equal to 
104.5%. 

The Class E Interest Diversion Test. 

The Class E Interest DIvwsion Test will be used primarily whenever certain Proewsds will be used to make 
mandatory redemptions of the Class E Notes. See “Dcscriptitm of the Notes - Priority of Payments." The “Class E 
Interest Diversion Test” will be satisfied on any Determinafion Date if the Class E Overcollateralization Ratio is 
equal to greater than 101.4%. As of the Closing Date, the Class E Overcoilateralizafion Ratio is expected to be 
equal to 103.1%. 

The “Class E Overcoilatr^alization Ratio” as of any Determination Date will equal a ratio (ex{»essed as a 
percentage) obtained by dividing (i) the Net Outstanding Portfolio Collateral Balance on such Determin^ion Date 
by (ii) the sum of (a) Ore Outstanding Notional Amount of the SotiiH Swap, (b) the Unreimbursed Senior Swap 
Funding Amount and (c) the Aggregate Outstanding Amount of the Notes (o^er than die Class S Note vid the 
income Notes and including Clt^ C Deferred Interest, Class D Deferred Interest and Class E Deferred Interest), 
Bimiu the Amortization Proceeds expected to be available prior to clause {*iii) of the Priority of Payments aswming 
that the Coverage Teste ore satisfied. 

Cancellation 

All Notes that are redeemed or paid and surroidered for cancellation as described herein will forthwith be 
canceled and may not be reissued or resold. 

Payments 

Payments on any Payment Date in respect of principal of and interest on the Notes issued as Global Notes 
will be made to the person in whose name the relevant Global Note is registered at the close of business on the 
Business Day prior to such Payment Date. For the Notes issued in definitive form, payments on any Paymimt Date 
in respect of principal, interest and other dbtributions will be made to the person in whose name the relevant 
Security is register^ as of the close of business 10 Business Days prior to such Payment Date. Payments on the 
Global Notes will be payable by wire transfer in immediately available fijnds to a U.S. Dollar account maintairted by 
DTC or its nominee (in the case of the Global Notes) or eadi Holder (in the case of individual Definitive Notes) to 
the extent practicable or otherwise by U.S. Dollar check drawn on a bank in the United States sent by mail either to 
DTC or its nominee (in the case of the Global Notes), or to each Holder at its address appearing in the a;^iiceble 
register. Final payments in respect of principal on the Notes will be made only against surrender of the Notes at the 
office of tmy paying agent. None of the Issuers, the Securities Intermediary, the Trustee, the Liquidation Agent, the 
Credit Prmection Buyer, the Senior Sw^ Counterparty, the Collateral Put Provider or any paying agent will have 
any responsibility or liability for any aspects of the records maintained by DTC or its nominee or any of its 
paxticipvrts relating to, or for payments made thereby on account ofbeneficial interests in, a Global Note. 

The issuers expect that DTC or its nominee, upon receipt of any payment of principal or interest in respect 
of a Global Note held by DTC or its nominee, will immediately credit participants' accounts with payments in 
amounts proportionzue to their respective beneficial interests in such Global Notes as shown on the records of DTC 
or its nominee. The Issuers also expect that payments by participants to owners of beneficial interests in such 
Global Notes held through such participants will be govern^ by standing instructions and customary practices, as is 
now the case with securities held for the accounts of customers registered in the names of nominees for such 
customers. Such payments will be the responsibility of such participants. 
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If any payment on a Note b doe on a day that is not a Business Day, tfien payment will not be made until 
the next succeeding Business Day. 

If and for so long as the Notes are listed on die Irish Stock Exchange and the rules of such exchange so 
require, the Issuers wilt ha>% a paying agent and a transfer agent in accordance with the requirements of the rules of 
such exchai^e for such Notes and payments on and transfcR or exchanges of interest in such Notes may be effected 
through die Iri^ Paying AgeiU. In the event that the Irish Paying Agent (if any) is replaced at any time during such 
period, notice of the appointment of any replacement will be given to the Irish Stock Exchange if and as long as any 
Notes are listed thereon. 

Senior Swap Notional Redut^loo 

On each Payment Date, the Outstanding Notional Amount of the Senior Swap will be reduced by the 
Senior Swap Reduction Amount as oilculued in accordance widi the provisions hereof. 

Two Business Days prior to each Payment Date, to the extent there is a positive Ag^gate AmortlztUion 
Amount for such Payment D^ and the Trustee has determined that amounts on deposit or expected to be on de^wsit 
in the l^ymcnt Account on the related Payment Date will not be sufficient to pay in full unounts due pursuant to 
clauses (i) through (vii) of the Priority of Payments for sudi Payment Dale, the Liquidation Agent, on behalf of the 
Issuer, will apply the Amortization Collateral Liquidation Prot^ure and will deposit in the Payment Account the 
lesser of (a) the amount of such deficiency and (b) the Ag^egate Amortization Amount for such Payment Date 
(such amount, the “Senior Waterfall Shortfall Amount"). 

Two Business Days prior to each Payment O^e (only to the extent the Maximum Principal Amount 
exceeds the Aggregate Reference Obligation Notional Amount following the calculation and withdrawal of any 
Senior Shortfall Amount), in accordance with the procedures set forth in this paragraph, the Trustee shall determine 
the amount, if any, that the Outstanding Notional Amount of the Senior Swap will be reduced on the related 
Payment Date in accordance with the procedures below: 

(a) If the Senior Overcollateralization Test as applied in clause (viii) of the Priority of Payments was not 
satisfied on any Determination Dale, including the Determination Date related to the current Payment Date, or, if the 
Aggregate Outstanding Portfolio Amount is less than U.S. $1,050,000,000 on the Determination Date with respect 
to the current Payment Date, then the Senior Sw^t Reduction Amount shall be equal to the lesser of (I) the 
Aggregate Net Amortization Amount and (2) the Outstanding Notional Amount of the Senior Swap; 

(b) if the Class C Overcollateralization Test as applied in clause (x) of the Priority of Payments was not 
satisfied on the current Determination Date, then (1) the Aggregate Net Amortization Amount will be allocated pro 
rata among the Senior Swap, the Class A Notes, the Class B Notes and the Class C Notes and (2) the Senior Swap 
Reduction Amount shall be the amount allocated to the Senior Sw^ pursuant to subclause (1) of this paragraph (b); 

(c) if the Class D Overcollateralization Test as applied in clause (xii) of the Priority of Payments was not 
satisfied on the current Determination Date, then (I) the Ag^gate Net Amortization Amount will be allocated pro 
r^ among the Senior Swap, the Class A Notes, the Class B Notes, the Class C Notes and the Class 0 Notes and (2) 
the Senior Swap Reduction Amount shall be the amount allocated to the Senior Swap pursuant to subclause (i) of 
this paragraph (c); 

(d) If Proceeds are being applied pursuant to clause (xiii).of the Priority of Payments, then (I) the 
Aggregate Net Amortization Amount shall be allocated pro among the Senior Swap and the Class A Notes up to 
the amount necessary to increase the Class A Adjusted Overcollateralization Ratio to 143.6% and (2) the Senior 
Swiq> Reduction Amount shall be the amount allocated to the Sntior Swap pursuant to subclause (1) of this 
paragraph (d); 

(e) The “Senior Swap Reduction Amount" witii respect to any Payment Date will be the amount 
determined pursuant to clause (a), (b), (c) or (d), as applicable, with respect to such Payment Date. 
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If on any Payment Date there exists an Amortization ShortfUl Amount, the Coll^eral Account Amount 
shall be deemed to be reduced by the full Amortization Payment Amount and the Trustee shall calculate, and 
maintain a record of, how such Amortization Shortfall Amount would have been paid out on a pro forma basis on 
such Payment Date in accordance widi the Priority of Payments had the amount available pursuant to the 
Amortization Collateral Litjuidatiwi Procedure from die Collateral Account on such Payment Date been equal to die 
full Amortization Payment Amount. In each Due Period relating to the Foment Dale or Payment Dales 
inunediately following tuiy Payment Dale on which an Ameuttzation Shortfall Amount otxurred, ^1 principal 
paymenu received by the Issuer on the Collateral Seewities and the Eligible Investments in the Collatwal Account 
up to an amount equal to such Amortization Shortfall Arrount shall be deposit^ by the Trustee in the Amortization 
Shortfall Account Amounts on deposit in the Amortization Shortfall Account shall be applied by the Trustee on the 
immediately following Payment D»e for the purposes and to the Persons that would have otherwise received sudi 
amounts in accordwee widi the calculations (and records) of the Trustee maintained pursuant to the first sentence of 
diis pairagr^h. To the extent diere remains any unsatisfied Amortization Shortfall Amount on the next Payment 
Date, for purposes of calculating the Amortization Payment Amount on such Payment EHte the PrincifMil Balwce of 
the Collateral Securities and Eligible Investments on deposit in the Collateral Account shall be rnluced by the 
amount of any un^sfted Amcatization Shortfall Amount from any prior Payment Date. 

Priority of Payments 

With respect to any Payment Date, all Proceeds received on the Pledged Assets during the related Due 
Period in the Interest Collection Account will be aj^tied by the Trustee in the priority set forth below (die "Priority 
of Payments”). For purposes of the Priority of Payments, amounts paid as interest, fees or distributions on the Notes 
and the Senior Swap on a “pro ratet' basis shall be pro rata based on the amount due on such Class or subclaK of 
Notes or Senior Swiq), amounts paid as principal and redu^ions of the Outstanding Notional Amount of the Senior 
Sw^ shall be made pro rata based on the amount of principal then outstanding on such Class or subclass of Notes 
and on the Outetanding Notional Amount of the Senior Swap and unless stated otherwise. Proceeds not constituting 
Princif^ Proceeds will be assumed to be applied prior to any Principal Proceeds. 

Amounts due In respect of Defaulted Credit Default Swap Termination Payments shall be deposited into 
the Payment Account and paid in accordance with the Priority of Payments on each Payment Date. Credit Protection 
Amounts due to the Credit Protection Buyer will be paid vdien due pursuant to the terms of the Credit Default Swap. 
Any reitnbursemeBt of Senior Swap Funding Payments to the Senior Swap Counterparty will be paid when received 
by (he Issuer under the Credit Default Swap. 

On the Business Day prior to each Payment Date (other than a Final Payment Date), the Trustee will 
transfer all funds then on deposit in the Interest Collection Account (other than amounts received after the end of the 
related Due Period) into the Payment Account On eadi Payment Date (other than a Final Payment Date), amounts 
in the Payment Account will be applied by the Trustee pursuant to the Note Valuation Report in the manner and 
order of priority set forth below. 

1. to the payment of taxes and filing and rt^istration fees (including, without limitatiOT, annual 
return fees) owed by the Issuers, if any; 

ii. to the payment of accrued and unpaid fees of the Trustee up to a maximum amount on any 
Payment Date equal to the greater of U.S.$4,167 and 0.0004167% of the Monthly Asset Amount 
for the related Due Period (or, in the case of the first Due Period, as such amounts are adjusted 
based on the number of days in such Due Period); 

til. (a) first, to the payment of any ronaining accrued and unpaid Administrative Expenses of the 
issuers, excluding any indemnities (and legal expenses related thereto) payable by the Issuersyirsr, 
to the Trustee, the Collateral Administrator, the Fiscal Agent and the Income Notes TransfR* 
Agent and second, pro rata, to any other parties entitled thereto; (b) second, to the payment of any 
indemnities (and legal expenses related thereto) payable by the Issuers first, to ^e Trustee, the 
Collateral Administrator and the Fiscal Agent and second, pro rata, to any other parties entitled 
thereto; and (c) third, to the Expense Reserve Account the lesser of U.S.SSO,000 and the amount 
necessary to bring the balance of such account to U.S.$200,ODO; provided, however, that the 
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{^^egate payments pursuant to subclauses (a) through (c) of this clause (iii) on any Payment E>ate 
shall not exceed U.S.S2S0,000 and the aggregaU; payments pursuant to subclauses (a) and of 
this clause (iii) and the prior 1 1 Payment Dates shall not exce^ U.S^OO.OOO; 

tv. to the payment of, {t) firsts pro rata (based on amounts due) and port' passu (i) accrued and unpaid 
Collateral Put Provider Fees, (IQ accrued and unpaid interest on the Class S Notes (including 
Defaulted Interest and intoest thereon) and Oil) beginning with the Payment Date oc^rring in 
May 2007, principal of the Class S Notes in an amount equai to tite Class S Notes Amortizing 
Principal Amount until the Class S Notes are paid in ftill, and (b) second, if an Event of Default or . 
Tax Event shell have Mcurred and is continuing or an Optional Redemption or Aunion has 
occurred and the Pledged Assets are being liquidated pursuant to die terms of the indenture, to the 
payment of principal to the Class S Notes uitlil the Class S Notes are paid in hill prior to any 
distributions to any oOier Notes; 

V. to the payment to the Liquidation Agent of the accrued and unpaid Liquidation Agent Fee; 

vi. to the payment of, pro rata (based on the amounts due) (i) the Senior Swap Premium and (ii) 

accrued and unpaid interest on the Class A Notes (including any Defaulted Interest tmd interest 
thereon); 

vit. to the payment of accrued and unpaid interest on the Class B Notes (including any Defaulted 
Intnest and any interest thereon); 

viii. if the Senior Overcoliateralization Test is not satisfied on the Determination Date with respect to 
the related Payment Date after giving effect to all payments of principal and reduction of the 
Outstanding Notional Amount of die Senior Swap on such Payment Date (without giving effect to 
any payments or notional reduction pursuant to this clause (viii) or clauses (x), (xii) and (xiii) 
below), then first, to reduce (he Outstanding Notional Amount of the Senior Sw^ untjl ammlized 
in ftill, second, to the payment of principal of the Class A Notes until the Class A Notes are paid 
in full, and third, to the payment of principal of the Class B Notes until the Class B Notes are paid 
in ftiil; provi^d that, as long as die Senior Swap remains outstanding on such date, any remaining 
Interest Proceeds will be deposited in die Collateral Account for investment in Collateral 
Securities and Eligible investments, and the Outstanding Notional Amount of the Senior Swap 
shail be reduced by the same amount; 

ix. to the payment of accrued and unpaid interest on the Class C Notes (including Defaulted Interest 
end any interest (hereon but not including Class C Deferred Interest}; 

X. If the Class C Overcollateralization Te» is not satisfied on the Determination Date with respect to 
the related Payment Date after ^ving effect to all payments of principal and the reduction of the 
Outstanding Notional Amount of the Senior Swap on such Payment Date (without giving effect to 
any payments or notional reduction pursuant to this clause (x) or clauses (xii) and (xii!) below), 
then if the Senior Overcollateralization Test was satisfied on each Deiermination Date with respect 
U> eadt preceding Payment Date wd the Aggregate Outstanding Portfolio Amount is greater than 
or equal to U.S4I,050,000,000 on the Determination Date with respect to the related Payment 
Date, Amortization Proceeds will be ai^lied, pro rata (i) to reduce the Outstanding Notional 
Amount of the Senior Swap by the Senior Sw«p Reduction Amount for such Payment Date and to 
the payment of principal of the Class A Notes pursuant to the Senior Principal Aliocuion, (ii) to 
the paymeni of principal of the Class B Not« and (iii) to the payment of.principal of the Class C 
Notes, until the Outstanding Notional Amount of the Senior Swap is reduced to zero and the Class 
A Notes, the Class B Notes and (he Class C Notes are paid in full and, any remaining Proceeds to 
die payment of principal of all outstanding Class C Notes until the Class C Notes are paid in full; 
provided ihau if the Aggregate Outstanding Portfolio Amount is less than U.S.S 1,050,000,000 on 
the Determination Date with respect to the related Payment Date or if the Senior 
Overcollateralization Test was not stiisfied on any Determination Date with respect to any 
preceding Paymeni Dale, Amortization Proceeds will be applied first (i) to reduce the Outstanding 
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Notional Amount of the Seniw Swap by the Senior Swap Reduction Amount for such Payment 
DBte,recon(/(ii)toti}epaymentof|Mincipa]of the Class A Notes until the Class A Notes are paid 
in full, provided that, if the Senior Overcollater^ization Test has be«) satisfied on each 
Determination Date, including the Determination Date related to the current Payment Date, the 
vnoun! allocated to the Class A Notes will be paid first to tite Class A-f Notes until the Class A-f 
Notes are paid in full and then to the Class Notes until die Class A-b Notes m paid in &li, 
third (iii) to the pa)mient of jmneipai of die Class B Notes until the Class B Notes are paid in full 
wd fottrih (iv) to the payment of principal of the Class C Notes until die Class C Notes are paid in 
full, and any remaining Proceeds to the p^ent of principal of all outstanding Class C Not« until 
the Class C Nc^es are paid in hill; 

xi. to the payment of accrued and unpaid interest on the Class D Notes (including Defaulted Interest 
and wy interest thereon but not including Class D peferred Interest); 

xii. if the Class D Overcollateraliaation Test is not satisfied on the Determination Date with respei^ to 
die related Payment Date after giving effect to all payments of principal and die redu^ion of the 
Outstanding Notional Amount of the Senior Swap on such Payment Date (widtout giving effect to 
any payments or notional reduction pursuant to this clause (xii) or clause (xiii) below), then if the 
Senior Overcollateralization Test was satisfied on each Determination Date with respect to eadi 
preceding Payment Date and the Aggregate Outstanding Portfolio Amount is greder than or equal 
to U.S. 1, 050,000, 000 on the Determination Date with respect to the related Payment Date, 
Amortization Proceeds will be at^lied pro rata (i) to reduce the Outstanding Notional Amount of 
the Senior Swap by the Senior Swap Reduction Amount for such Payment Dale and to the 
payment of principal of the Class A Notes jnirsurmt to the Senior Principal Ailocatiem, (ii) to the 
payment of principal of the Class B Notes, (iii) to the payment of principal of the Class C Notes 
and (iv) to the payment of principal of the Class D Notes, until the Outstanding Notional Amount 
of the Senior Swap is reduced to zero anddie Class A Notes, the Class B Notes, the Class C Notes 
and the Class D Notes are paid in full and, any remaining Proceeds to the payment of principal of 
all outstanding Class D Notes until the Class O Notes are paid in full; provided that, if the 
Aggregate Outstanding Portfolio Amount is less than U.S.$1,050,000,000 on the Determination 
Date with respect to the related Payment Date or if the Senior Overcoiiateralization Test was not 
satisfied on any Determination Date with respect to any preceding Payment Date, Amortization 
Proceeds will be applied, /Irs; (i) to reduce the Outstanding Notional Amount of the Senior Swap 
by the Senior Swap Reduction Antount for sud) Payment Date, second (ii) to the payment of 
principal of the Class A Notes until the Class A Notes are paid in full, provided that, if the Senior 
Overcollateralizatton Test has been satisfied on each Determination Date, including the 
Determination Date related to the current Payment Date, the amount allocated to the Class A 
Notes will be paid first to the Class A>f Notes until the Class A-f Notes are paid In full and second 
to the Class A-b Notes until the Class A-b Notes are paid in full, third (iii) to the payment of 
principal of the Class B Notes until the Class B Notes are paid in fvW, fourth (iv) to the payment of 
principal of the Class C Notes until the Class C Notes are paid in full, and fflh (v) to the payment 
of principal of the Class 0 Notes until (he Class D Notes are paid in ^11; and any remaining 
Proceeds to the payment of principal of all outstanding Class D Notes until the Class D Notes are 
paid in full; 

xiii. first, (i) to reduce the Outstanding Notional Amount of the Senior Swap by the Senior Swap 
Reduction Amount for such Payment Date and (ii) to the payment of principal of the Class A 
Notes pursuant to the Senior Principal Allocation, up to the amount specified in clause (bKI) 
below, second, to the payment of principal of the Class B Notes up to the amount specified in 
clause (bX2) below, third, to the payment of principal of the Class C Notes up to the amount 
specified in clause (bK3) below, and fourth, to the payment of principal of the Class 0 Notes up to 
the amount specified in clause (bX^) below, in an aggregate amount equal to the lesser of (a) the 
Amortization Proceeds for the related Due Period, and (b) the sum of (1) the amount necessary to 
increase the Class A Adjusted Overcollateralization Ratio to or maintain it at 143.8%, plus (2) the 
amount necessary to increase the Class B Adjusted Overcollateralization Ratio to or maintain it at 
122.5%, plus (3) the amount necessary to increase the Class C Adjusted Overcollateralization 
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Ratio to or roaintuh it at 1 pius (4) the amount necessary to increase the Class D Adjusted 
OvercollateraJization Ratio to or maiatain h at 105.8%; provided (ivst, if the Aggregate 
Outstanding Portfolio Amount is less than U5.$l ,050,000,000 on the Determination Date with 
resi»ct to fte related Payment Dae, or if the Senior OvoeollaterHlizatlon Test was not satisfied on 
any Detwmination Date widt respect to any preceding Payment Date, then only the amount 
described in sulw:lausc (a) of this clause (rdll) will be applied, ^wr, to reduce the Ouetanding 
Notional Amount of fte Seniw Swap, second, to the payment of principal of the ClaK A Notes 
until the Class A Notes are paid in full, p-wided that, if the Senior Overcoilatoaiizatlon Test has 
been satisfied oa tact* Determination Date. Including the Determination Date relied to the current 
Payment Date, the amount allocated to the Class A Notes will be paid first to flic Class A-f Notes 
until the Class A-f Notes are paid in full and then to the Class A-b Notes until fte Class A-b Notes 
arc paid in full, third, to tiie payment of principal of the Ciass B Notes until Oic Class B Notes are 
paid in futl,_/&MrtA, to the payment of prindpal of the Class C Notes until the Class C Notes are 
paid in fiill and fijih, to the payment offwincipe] of the Class D Notes until the Qass D Notes are 
paid in full; 

xiv. first, to the payment of principal of the Class C Notes in an amount equal to that portion of die 
principd of the Class C Notes comprised of Class C Deferred Interest unpaid after giving effwt to 
paymwits under the clauses above (amounts will be;^ considered unpaid for this purpose if die 
principal balance of the Class C Notes after giving effect to the clauses abow: exceeds any 
previous lowest amount outstanding) and second, to the payment of principal of the Class D Notes 
in an amount equal to that portion of the principal of the Class D Notes comprised of the Class D 
Deferred Interest unpaid after giving effect to payments under the clauses above (amounts wilt be 
considered unpaid for this purpose if the principal balance of the Class D Notes after giving effect 
to the clauses above exceed any previous lowest amount outstanding); 

XV. to the payment of accrued and unpaid interest wi the Class E Notes (including Defaulted Interest 
and any interest thereon but not including Qass £ Deferred Interest); 

xvi. te the payment of principal of the Class E Notes, in an amount necessary to increase the Ciass E 
Adjusted Overcollateralization Ratio to or maintain it at 104.2%; provided that, If the Aggregate 
Outstanding Portfolio Amount is less than l).S.Sl,050,000,000 on the Determination Date with 
respect to the related Payment Date or if the Senior Overcollateralization Test was not satisfied on 
any Determination Date with respect to any f»eceding Payment Date, all remaining AmortiMlion 
Proceeds wilt be applied to the payment of principal of all outstanding Class E Notes until the 
Class E Notes are paid in full; 

xvii. if the Class E interest Diversion Test is not satisfied on the Determination Date with respect to the 
related Payment Date after giving effect to all payments of principal on such Payment D^e, then 
to the payment of principal of alt outstanding Ciass E Notes until the Class E Notes arc paid in 
ftili; 

xviii. after the Payment Date occurring in April 2015, yjw, to the payment of principal of all 
outstanding Class C Notes until the Class C Notes are paid in full, second, to the payment of 
principal of all outstanding Ciass D Notes until the Class D Notes are paid in full and, rhircf,to the 
payment of principal of all outstanding Class E Not^ until the Class E Notes are paid in full; 

xix. to the payment of principal of the Ciass E Notes in an amount equal to that portion of the principal 
of the Class E Notes comprised of Class EDefcircd Interest unpaid after giving effect to payments 
under the clauses above (amounts will be considered unpaid for this purpose if the principal 
balance of the Class E Notes after giving effect to the clauses above exc^s any previous lowest 
mount outstanding); 

XX io the payment of any unpaid Defaulted Swap Ttmination Payments; 
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xxi first (a) to the p^menl of say remajnmg accnied and unpad Administrative Expenses of the 
issuers not paid pursuant to clauses (U) and <iii) above (as the rtsuit of the limitations on Eunounts 
set fottit therein) in the same onto of priority set fwth above in clause (iii*) excluding any 
indemnities (and i^al expenses related thereto) payable by the Issuers; second, (b) to die payment 
of BiQ' indemnities (uid legal expenses related thereto) payable by the Issucmts not paid pursuant to 
clause (iii) above (as Uie result of the iimiuition on amounts set forth thi^in) in the same order of 
priority set forth ^x>ve in clause (ii% and third, (c) to die Expense Reserve Account until die 
balance of such account reaches U.S.$200,000 (after giving effect to any deposits made dierein on 
such Payment Date under clause (iii) above); provided, however, that the aggregate payments 
pursuant to subctause.(c)oflhis clause (xxi) and subciause(c) ofcluise (iii) on any Payment Date 
shall not exceed U.S.S30,000; 

xxii to the payment ofthe Class D Notes Amortizing Principal Amount; and 

xxiii any remaining amount to the Fiscal Agent for deposit into die Income Note Foment Account for 
payment to the Holders of the Income Notes. 

On die Business Day prior to the Finai Paymoit Date, the Trustee will transfer all funds then on deposit In 
the Interest Collection Account into the Payment Account and, after the liquidation of (i) the Credit Default Swap, 
(ii) the Collateral Securities and Eligible Investments in the Collateral Account, (iii) die Amortization Proceecb 
drawn from the Collatwal Account to the Payment Account and (iv) the Deliver^ Obligations and Eligible 
Investments in the Delivered Oblig^ion Account, the Trustee will deposit all proceeds therefrom, into the Payment 
Account. On the Final Payment Date, amounts in the Payment Account will be applied by the Trustee pursuant to 
the Note Valuation Report in the mimner and order of priori^ set forth below: 

i. to the payment of the amounts referred to in clauses (i) through (vi) of the Priority of Payments for 
Payment Dates which are not Final Payment Dates, in that order (without regard to the limitations 
In clause (iii)); provided that no deposit riiall be made to the Expense Reserve Account pursuant to 
subclause (iii); 

ii. first, to the payment io the Class A-f Notes and second, to the payment to the Class A-b Notes, in 
each case, the amount necessary to pay the outstanding principal amounts of such Notes, in full; 

iii. to the payment to the Class B Notes, the amount necessaiy to pay accrued and unpaid interest on 
and the outstanding principal amount of such Notes (including any Defaulted Interest and any 
interest thereon) in full; 

iv. to the payment to the Class C Notes, the amount necessaiy to pay accrued and unpaid interest on 
and the outstanding principal amount of such Notes (including any Defend Interest and 
Defaulted Interest and any interest thereon) in full; 

V. to the payment to the Class D Notes, the amount necessary to pay accrued and unpaid interest on 
and the outstanding principal amount of such Notes (including any Deferr^ Interest and 
Defaulted interest and any interest thereon) in full; 

vi. . to the payment to the Class E Notes, the amount necessary to pay accrued and unpaid interest on 

and the outstanding principal amount of sudi Notes (including any Deferred interest and 
Defaulted Interest and any interest thereon) in full; 

vii. to die payment of the amounts referred to in clause (xx) of the Priority of Payments for Payment 
Dates that are not Pinal Payment Dates; and 

viii. to the payment of the amounts referred to in clause (xxiii) of the Priority of Payments for Payment 
Dates which are not Final Payment Dates. 
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Upon paymoit in fall of the last oatstanding Secured Note, the Issuw {or Ac Liquidation Agent acting 
pursuant to fae Liquidation Agency Agrewnent on befadf of the Issuer) will liquidate any remaining Pledged A&wts, 
inciuding the Credit Default Svrap, the Eligible InvesUnento, the Collateral Securities, the Delivered Obligations and 
any other Items comprising the Pledged Assm and deposit the proceeds thereof in the Interest Collretion Acewm. 
The net procrads of such Uquidatitm and all available cadi (othw than the U.S.$2S0 of coital contributed the 
ownera of the Issuer Oidinary Shares in accwdance with the Issu^-’s Memorandum and Articles of Associatiwi and 
U.S.$250 represaiting a transaction fee to the Issuer and any interest income earned on such amounts) will be 
distritnited in accotduice with the Priority of Paymenu for Final Payment D«es and all amounts remaining 
thereafter will be distributed to die Holders of the Income Notes as a redemption payment whereupon all of the 
Nertes and die Income Notes will be canceled. 

Income Notes 

The final payment on the Income Notes will be made by the Issuer on the Maturity Dttte, unless redeemed 
or retired prior thereto in accwdance with the Priority of Payments. 

Hie Indenture 

The following summary describes certain provisions of the Indenture. The summary does not purport to be 
complete and is subject to, and qualified in its entirety reference to, tlje provisions of the Indenture. 

Events ofDefavU. An “Event of Default" under the Indenture includes: 

i. a default in the payment, when due and payable, of any Senior Swap Premium, any Coilatetti Put 
Provider Fee or any interest on any Class S Note, Class A Note or Class B Note or, if the Senior 
Swap is not outstanding and there arc no Class S Notes, Class A Notes or Class B Notes 
outstanding, any Class C Note or, if the Senior Swap is not outstanding and there are no Class S 
Notes, Class A Nows, Class B Notes or C\asi C Notes outstanding, any Class D Note or if the 
Senior Swap is not outstanding and thcie are no Class S Notes, Class A Notes, Class B Notes, 
Class C Notes or Class D Notes outstancBng, any Class E Note and a continuation of such default, 
in each case, for a period of 7 days (or. In (he case of a default in payment resulting solely fWwn an 
administrative error or omission by fae Trustee, any Note Paying Agent or the Note Re^strar, 
such default continues for a period of 7 days after the Trustee is made aware of such 
administrative error or omission); 

il. a default in the payment of principal due on any Secured Note at its Slated Maturity or on any 
Redemption Date {or, in the case of a default in payment resulting solely from an administrative 
error or omission by the Trustee, any Note Paying Agent or the Note Registrar, such default 
continues for a period of 7 days after the Trustee is made aware of such administrative error or 
omission); 

iil, the failure on any Payment Date to disburse amounu (other than in payment of interest on any 
Secured Note or principal of any Secured Note at its Stated Maturity or' any date set for 
redemption as described in (i) and (ii) above) available in the Payment Account in excess of $500 
in accordance widi the Priority of Payments and a continuation of such failure for a period of 7 
days after such failure has been recognized; 

jv. a circumstance in which either of the Issum becomes an investment company required to be 
regist^ed or the Pledged Assets or any portion thereof becomes subject to regulation under the 
Investment Company Act; 

V. a default, wliidi has a material adverse effect on the Holders of the Secured Notes or die Senior 
Swap Counterparty (as determined by at least a Majority, by interest, of the Controlling Class), in 
the performance, or breach, of any covenant, representation, warranty or other a^cement of the 
Issuers in the Indenture (it being understood that a failure to satisfy a Coverage Test is not a 
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default or breach) or in any certificate or writing delivered pursuant to die Indenture, or if any 
representation or warranty of the Issuers made in the !ndcn&tre or in any cerllficale or writing 
delivered pursuant thereto i^ves to be incorrect in any material respect >Ndten made, and the 
continuation of such defeult or breach for a period of 30 days afto’ notice thereof shall have been 
given to the Issuers and the Liquidation Agent the Trustee or to the Issuers, the Liquidatii^ 
A^nt and the Trustee by at least a Majority, by interest, of the Controlling Class or the Senior 
Swap Counterparty, as applicable; 

vi the Credit Default Swap is terminated; and 

vii. certain events of bankruptcy, insolvency, receivership .or reorganization of either of the Issuers. 

If an Event of Default siKiuld occur and be continuing, the Trustee may and will (i) if the Credit Protection 
Buyer is in default under the Credit Defauh Swap, at the direction of not less than a Majority of the Class S Notes, 
the Senior Swap, die Class A Notes (the Class A-f Notes «id the Class A-b Notes voting togethw as a single class) 
and die Class B Notes, for so long as any Class S N<»es, the Senior Swap, the Class A Notes or the Class B Notes 
are Outstanding; If no Class S Notes, the Senior Swap, the Class A Notes or the Class B Notes are Outstanding, then 
the Class C NotK, for so long as any Class C Notes am Outstanding; If no Class S Notes, the Senior Swap, the Class 
A Notes, the Class B Notes w the Class G Notes are OuWanding, the Class D Notes, for so long as any Class D 
Notes are Outstanding; and if no Class S Notes, the Senior Swi^, the Class A Notes, the Class B Notes, the Oass C 
Notes or the Class O Notes are OuUtanding, then (he aass E Notes, for so long as any Class E Notes an 
Outstanding and odierwise (ii) at the direction of the Holdm of at least a Majority of the Controlling Class declare 
the principal of and accrued and unpaid interest on all Secured Notes to be immediately due and payable (except that 
in the of an Event of Default described in clause (vi) ot (idt) above, such an acceleration will occur 
automatically and shall not require any action by the Trustee or any Secured Noteholder). 

If an Event of Default should occur and be continuing, the Trustee is required to retain the Pledged Assets 
intact and collect all payments in respect of the Pledged Assets and continue making payments in the manner 
described under Priority of Payments unless (a) the Trustee determines (which determination will be based upon a 
certificate from the Liquidation Agent) that the anticipated proceeds of a sale or liquidation of the Pledged Assets 
based on an estimate obtained from a nationally recognized investment banking firm (which estimate takes into 
account the time elapsed between such estimate and the anticipated sale of the Pledged Assets) would equal the 
amount necessary to pay in full (after deducting the reasonable expenses of such sale or liquidation) the sum of (i) 
the principal (including any Class C Deferred Interest, Class D Deferred Interest and Class E Deferred Interest) and 
accrued Interest (including all Defaulted Interest, and interest thereon) and any other vnounts due with respect to all 
the outstanding Secured Notes; (ii) all Administrative Expenses; (iii) any unpaid amounts due the Credit Protection 
Buyer, the Collateral Put Provider and the Senior Swap Coun^paity and any unpaid amounts due any assignee of a 
CDS Transaction net of amounts payable to the Issuer by the Credit Protection Buyer, the Collateral Put Provider, 
Senior Swap Counterparty or assignee of a CDS Transaction;. and (iv)8ll other items in the Priority of Payments 
ranking prior lo payments on the Secured Notes, and, in any case, Che Holders of a Majority of the Controlling Class 
B^ee with such detennination or (b) the Senior Swap Counterparty and/or the requisite Holders of Notes as 
determined pursuant to the Indenture or the Holders of a Majority of Controlling Class (whichever directed the 
acceleration of the Secured Notes pursuant to the preceding paragraph) direct, subject to the provisions of the 
indenture, the sale and liquidation of the Pledged Assets. 

The Holders of 8 Majority of the Controlling Class will have the right to direct the Trustee in writing in the 
conduct of any proceedings or in the sale of any or all of the Pledged Assets, but only if (i) such direction will not 
conflict with any rule of law or the Indenture (including the limitations described in the paragraph above), (ii) the 
Trustee determines that such action will not involve it in liability (unless the Trustee has received an indemnity 
which is reasonably acceptable to the Trustee against any such liability) and (iii) any direction to the Trustee to 
undertake a sale of die Pigged Assets shall be by at least a Majority of the Controlling Class. 

Subject to the provisions of the Indenture relating lo the duties of the Trustee, in case an Event of Default 
with respect to the Secured Notes occurs and is continuing, the Trustee is under no obligation to exercise any of (he 
rights or powers under the Indenture at the request of any Holders of Secured Notes, unless such Holders have 
offered to the Trustee reasonable security or an indemnity which is reasonably acceptable to the Trustee. The 
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Holden of a Meyority of dte Controlling Class may waive any default vnth respect to the Secnired Notts, ex<^ (a) a 
dehiuit in the payment of principal or interest on any Secured Note; (b) failure on any Payment Date to disburse 
amounts available in the Payment Account in aecor^ce with the Priority of Pt^ents and continuaticm of such 
failure f<^ a ptsiod of seven (7) days; (c) ^rtain events ofbankruptcy or insolvency with respect to the issuen; ot 
( d) a default in respect of a provision of the Indenture that cannot be modified or amended without the waiver or 
consent of the Holder of each outstanding Note adversely affected therein. 

Fui^ermore, any declaration of acceleration of maturity of the Secured Notes may be revok«l and annulled 
by the Senior Swap Counterparty and/or the requisite Holders of Notes as determined pursuit to the indenture or 
the Holdm of a Majcmty of the Controlling Class, as applicable, before a judgment or decree for the payment of 
money has been obtained by the Trusts or the Pledged Assets have been sold or foreclosed in whole or In part, by 
notice to the Issuers, the Trusts and the Senior Swap Cotmterparty, if (a) the Issuer has paid or deposited with the 
Trustee a sum sufficient to pay, in accordance with the Priori^ of Payments, the principal and Kwued interest 
(including ail Defaulted Interest and the interest thereon), discrnint or other unpaid amounts widi respect to the 
outstanding Secured Notes and any other administrative eiqicnses, fees or other amounts that, under the Transaction 
Documents and pursuant to the Priority of Payments, are p^^ic ftfior to the payment of the princi|»l of and interest 
on the outstanding Secured Notes, and (b) the Trustee has determined that all Events of Default, other than the non- 
payment of die interest on w princij»l of the outstanding Secured Notes that have become due solely by such 
acceleration, have been cured and the Holders of a Majewity of the Controlling Class by notice to the Tnistre have 
agreed with such determination (which agreement sh^l not be unreasonably withheld) or waived such Event of 
Default in accordance widi the provisions set forth in die Indenture. 

Only the Trustee may pursue the remedies available under the Indenture or the Secured Notes and no 
Holder of a Secured Note wilt have the right to institute any proceeding with respect to the Indenture, its Note, or 
otherwise unless (1) such Holder previously has given to the Trustee written notice of a continuing Event of Defalt; 
(ii) except in the case of a default in die payment of priiicipa] or interest, the Holders of at least 2S%, by Aggregate 
Outstanding Amount, of the Controiling Class have made a written request upon (he Trustee to institute such 
proceedings in its own name as Trustee and such Holdm have offered the Trustee an indemnity which is reason^ly 
accqjtable to the Trustee; (tii) the Trustee has for 30 d^s failed to institute any such proceeding; and (iv) no 
dlrecticH) inconsistent with such written request has been given to die Trustee during such 30‘dBy period by the 
Holders of a Majority of the Controlling Class. 

In determining whether the Holders of the requisite percentage of Secured Notes have given any direction, 
notice or consent, Secured Notes owned by the Issuer, the Co>Issuer or any affiliate thereof shall be disregarded and 
deemed not to be outstanding. In addition, Holders of Income Notes will not be considered to be affiliates of the 
Issuer or Co-Issuer by virtue of such ownership of Inccmie Noi^. 

Notices. Notices to the Holders of the Secured Notu and the Senior Swap Counterparty shall be given by 
first-class mail, postage prepaid, to each Noteholder at the address appearing in the applicable note register. In 
addition, if and for so long as any of the Secured Notes are listed on Uie Irish Stock Exchange and so long as the 
rules of such exchange so require, notices to the Holders of such Secured Notes shall also be published by the Irish 
Listing Agent in the official list thereof of as otherwise required by the rules of such exchange. 

Modification of the Indenture. Without obtaining the consent of Holders of the Notes, the Issuers and the 
Trustee may enter into one or more supplemental indentures for any of the following purposes: 

(i) to evidence the succession of any person to either the Issuer or Co-Issuer and the 
assumption by any such successor of the covenants of die Issuer or Co-Issuer in the Notes, the Fiscal 
Agaicy Agreement and under the Indenture; 

(ii) to add to the covenants of the Issuers or the Trustee for the benefit of the Holders of the 
Notes or to surrender any right or power conferred upon the Issuers; 

(iii) to convey, transfer, assign, mortgage or pledge any property to the Trustee, or add to the 
conditions, limitaliwis or restrictions on the authorized amount, terms and purposes of the issue, 
authentication and delivery of (he Notes; 
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(iv) to evidence and provide for the acceptance of appointment by a successor trustee and to 
add to or change any of the provisions of the Indenture as shall be necessary to facilitate the administration 
of the mists under the Indenture by more than one Trti^ee; 

(v) to correct or amplify the description of any property at any time subject to the securify 
interest created by die Indenture, or to better assure, convey, wid «>nfum unto the Trustee any ptop^ 
subject or required to be subject to ftc security interest created by the Indenture (including, without 
limitation, any and dl actions necessary or desirable as a result of changes in law or regulations) or object 
to the security interest created by the Indenture any additional property; 

(vi) to otherwise correct any inconsistency « cure any ambiguity or manifest error or correct 
or supplement any provirions contained in the Indenture which may be defective or inconsistent with any 
provision contained in the Indenture or make any modification that is of a formal, minor or techni<a! nature 
or which U made to cwrect a manifest error, 

(vii) to take any action necessary or' advisable to prevent the Issuer, the Trustee, any Note 
Paying Agwjts or die Fiscal Agent from becoming subject to widiholding or odrer taxes, fees or 
assesanents or to prevent die Issuw from being treated as engaged in a United States trade or business ot 
odrerwise being subject to United States federal, state or tocal income tax on a net income basis; 

(viii) to conform the Indenture to the descrij^ions contained in this Offering Circular, 

(ix) to comply with any reasonable requests made by the Irish Stock Exchange in order to list 
or maintrin the listing of any Notes on such stock exchange; or 

(x) to make any other change for the purpose of adding any provisions to, or changing in any 
manner or eliminating any of the provisions of, the Indenture or any other Transaction Document; provided 
however that such changes would have no material adverse effect on any of the Notes (which may be 
evidenced by an opinion of counsel or a Noiehoidu' Poll (as hereinafter defined)). 

With the written consent of the Holders of (a) at least a Majority, by Aggregate Outstanding Amount, of the 
Secured Notes materially adversely affected thereby (voting together as a single class) and (b) at least a Majorify of 
the Income Notes materially adversely affected thereby, the Trustee and the Issuers may execute a supplemental 
indenture to add provisions to, or change in any manner or eliminate any provisions of, the Indenture or modify u) 
any manner the rights of the Holders of the Notes. 

Notwithstanding anything in the indenture to (he contrary, without the written consent of each Noteholder 
of each Class adversely affected thereby no supplementel indenture may: 

(i) change the Stated Maturity of the principal of or the due date of any installmoit of 
interest or discount on a Note; reduce the principal amount thereof or the rate of interest thereon, or the 
applicable Secured Note Redemption Price or the income Note Face Amount with respect thereto; change 
the earliest date on which a Note may be redeemed; change the provisions of the Indenture relating to the 
^plication of proceeds of any Pledg^ Asset to the payment of principal of or interest on Notes or change 
any place where, or the coin or currency in which. Notes or die principal thereof or interest theretm are 
payable; or impair the right to institute suit for the enforcement of any such payment on or after the Stated 
Maturity diereof or other due date thereof (or, in the case of redemption, on or after the Redemption Date); 

(if) reduce the percentage in ag^egate principal amount, notional amount or Outstanding 
Notional Amount, as applicable, of Holders of the Notes of each Class and the Senior Swap Counterparty 
whose consoit Is required fw the authorization of any supplemental indenture or for any waiver of 
compliance with certain provisions of the indenture or certain defaults under the indenture or their 
consequences; 
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{iii} impair or adversely affect the Pledged Assets except as otherwise pmrtitted by the 
Indenture; 

(iv) permit the oeation of any security interest ranking prior to or on a parity with die security 
interest created by the Indmture with respect to part of the Pledged Assets or termini such security 
interest on any pn^rty any time subject thereto w deprive the Holder of any Note, the Trustee or any 
otho’ Secured Party of the security afforded by the Ken of the Indenture; 

(v) reduce the percentage of Holders of the NoU» of each Class or S<mior Swap whose 
consent is required to request the Trustee to preserve the Collateral Assets or rescind the Tru^ee’s election 
to preserve the Coiiateiai Assets or to sell or liquidate the Collateral Assets pursuant to the !nd«iture; 

(vi) modify any of the provisions of the indenture with respect to supplemental indentures, 
except to increase die percentage of Outstandiog Nom or Outstanding Notional Amount whose Holders’ 
consent is required for any such action or to provide that other provisions of the indenture cannot be 
modified or waived without the consent of the Hoider of each outstanding Note uid Senior Sw^ 
Countenaarty adversely affected thereby; - 

(vii) modift' the definition of the term “OutstMding," or the Priority of Payment set forth in 
the indenture; 

(viii) modify any of the provisions of the Indenture in such a manner as to affect the caicul^ion 
of the amount of any payment of interest on or principal of any Secured Note or modify any amount 
distributable to die Fiscal Agent for payment to the Holdm of the Income Notes on any Payment Date or to 
affect the ri^t of the Holders of the Notes or die Trustee to (he benefit of any provisions for the 
redemption of such Notes contained therein; 

(ix) amend any provision of the indenture or any other agreement entered into by the Issuer 
with respect to the transactions contemplated by die Indenture relating to the institution of proceedings for 
the Issuer or the Co-Issuer to be adjudicated as bankrupt or insolvent, or the consent of the Issuer or the Co- 
Issuer to the institution of bankruptcy or insolvency proceedings against it, or the filing with respect to the 
Issuer or (he Co-Issuer of a petition or answer or consent seeking reorganization, arrangement, moratorium 
or liquidation fM-oceedings, or other proceedings under the United States Bankruptcy Code or any similar 
laws, or the consent of the Issuer or the C>lssuer to the filing of any such petition or the appointment of a 
receiver, liquidator, assignee, trustee or sequestrator (or odier similar official) of the Issuer or the Co-Issuer 
IK any substantial part of its property, respectively; 

(x) increase the amount of the Liquidation Agent Fees payable to the Liquidation Agent 
beyond die amount provided for in the original Liquidation Agency Agreement; 

(xi) amend any provision of the Indenture or any other agreement entered into by the Issuer 
With respect to the transactions contemplated thereby that provides that the obligations of the Issuers or the 
Issuer, as the case may be, are limited recourse obligations of the Issuers or (he Issuer, respectively, payable 
solely fiom the Pledged Assets in accordance with die terms of (he Indenture; 

(xii) at the time of execution of such supplemental indenture, cause payments made by or to 
the Issuer, the Credit Protection Buyer, the Senior Sw^ Counterparty, the Liquidation Agent or any Paying 
Agents to become subject to withholding or other taxes, fees or assessments or cause the issuer to be 
treated as engaged In a United Stales trade or business or otherwise be subject to United States federal, state 
or local income tax on a net income basis; or 

(xiii) at the lime of the execution of sudi supplemental indenture, result in a deemed sale or 
exchange of any of the Notes under Section 1001 of the Code (items (i) throu^ (xiii) above coiiectiveiy, 
the "Reserved Matters”). - 
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Notwithstanding Mtything to the contrary herein, no supplement or amwidment to the Indenture will be 
effective undl die consent of each of the Credit Protection Buyer (which sh^i not be unreastmably withheld), the 
Collateral Put Provide' (which consent ^ali not be umeasonably withheld), the Liquidatkm Agent (which consent 
shaii not be unreasonably widiheld) mtd dte Senior Swap Counterparty (which shall not be unreasoiiably widrheld) 
has been obtained. 

Und«' the Indenture, in making dte determination of whether a proposed amendment has or would have no 
m^erial adverse effect on any of the Notes, which Notes are materially adversely affected by a proposed 
amendment or which CiassK of Notes are adversely affected by any Reserved Matter (each sudt determination, an 
“Amendment Det«mination”), the Trustee may rely on an opinion of counsel. If no c^iniem of coanrel is provided 
with respect to a pro|K}sed arhendment, a Noteholder Poll shall be conclusively determinative of such Amendment 
Dttermination and the Trustee shall be entitled to conclusively rely . on such Noteholder Poll, The results of such 
Noteholder Poll shall be conclusive and binding on die Issuer and all present and future Noteholders. 

“Noteholder Poll” with respect to a proposed supplemental indenture mearts the following: 

The Trustoe will (at the expense of the Issuer) give wriao) notice of such proposed suppi^ent^ indenture 
to the Holders of the Secured Notes and to the Fiscal Agent.for notification by the Fiscal Agent to the Holders of the 
Income Notes. If any. Holder of a Note of a Class delivers a wriiten objection to any portion of such su|^l«nenia! 
indenture to the Trustee, in the case of the Secured Notes, and the Fiscal Agent, in the case of die Income Nr^es, 
within 20 Business Days after the date on which such notice was given by the Trustee or the Fiscal Agent, as 
applicable, each Note of such Class will be deemed to be both adversely affected and matnially and adversely 
affer^ed. If no Holder of a Note of a Class detivm a written (Ejection to the Trustee or the Fiscal Agent, as 
applicable, within such period, all Notes of such Class shidl be deemed not to be materially and adversely affet^ed 
and not to be adversely affected by such supplemental indenture. The Fiscal Agent will promptly communicate to 
the Trustee the receipt of any such written objectiort fttmt a Holda* of an Income Note or if no such written objection 
is received within the prescribed time period, that no written objections were received horn any Income Noteholder. 

Under the Indenture, the Trustee will deliver a copy of any proposed supplemental indenture to the Holders 
of the Secured Notes, the Fiscal Agent, the Rating Agencies (for so long as any of the Notes are outstanding and 
rated by the Rating Agencies), the Credit Protection Buy«, the Senior Swap Counterparty, the Collateral Put 
Provider and the Liquidation Agent not later than 20 Business Days prior to execution of a proposed suppiementid 
indenture. The Fiscal Agent wilt deliver a copy of the same to the Holders of the Income Notes. For so long as any 
of the Notes are outstanding and rated by the Rating Agencies, no supplemental indenture shall be entered into 
unless the Rating Agency Condition is met; provided that the Trustee shall, with the consent of the Holders of 1 00% 
of the Aggregate Outstanding Amount of Secured Notes of each Class and the income Notes, whose consent, in the 
case of the Income Notes, will be communicated to the Fiscal Agent for notice to the Trustee, the Liquidation Agent, 
the Credit Protection Buyer, the Collateral Put Provider and the Senior Swap Counterpa^, enter into any such 
supplemental indenture notwithstanding any potential reductim or withdrawal of the ratings of any outstanding 
Class of Notes. The Trustee must provide notice of any amendment or modincation of the indenture (whether or not 
required to be approved by such parties) to the Holders of (he Secured Notes, the Fiscal Agent, the Liquidation 
Agent, the Collateral Put Provider, the Senior Swap Counterparty, the Credit Protection Buyer and if aitd for so long 
as any Secured Notes are listed on the Irish Stock Exchange, the Irish Paying Agent promptly upon the execution of 
such supplemental indenture. The Fiscal Agent will provide notice of any such amendment or modification of the 
Indenture to the Holders of the Income Notes and if and for so long as any Income Notes are listed on the Irish Stotd: 
Exchange, the Irish Paying Agent promptly upon the execution of such supplemenul indenture. 

In connection with any amendment, the Trustee may require the delivery of an opinion of counsel 
satisfactory to it (Miich opinion of counsel may rely on an officer’s certificate from the Liquidation Agent), at the 
expense of the Issuer, that such amendment is permitted under the terms of the Indenture. 

In addition, the Issuers and the Trustee may enter into any additional agreements not expressly prohibited 
by the indenture or any other Transaction Document. 

Jurisdictions of Incorporation and Formation. Undo* the Indenture, the Issuer and the Co-Issuer will be 
required to maintain their rights and franchises as a company incorporated under the laws of the Cayman Islands and 
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a corporation formed under laws of the State of Delaware, respectively, to comply with ti»e provisions of their 
respec^ve organization^ document and to obtain and preserve their qualification u> do business as foreign 
corpc^ions in each Jurisdii^ion in which such qualifications are or shall be necessary to protect the validation and 
enforce^illty of the Indatturc, the Secured Notes, or arty of the Pledged Assrts; provided, however, ftat the Issuers 
shall be entitled to change their Jurisdictions of incorporation from the Cayman islands or Delaware, as applicable, 
to any other jurisdioion reasonably seleaed by such Issuer or O-lssuer. as ^plicable, and approved by its common 
^areholders, so long as (i) the Issuer or Co-Issuer, as ^piicabie, does npt believe such change is disadvantageous in 
any mamriaJ respect to such entity or the Holders of any Class of Secured Notes or the Senior Sw^p Dtunterpai^; 
(ii) written notice of such change shall have been ^v«i'by the Issuer or Co-Issuer, as applicable to the other of the 
Issuer or Co-Issuer, as aRjlicablc, die Trustee, the Note Paying Agent, the Liquidation Agent, the Credit Protection 
Buyer, the Holders of e^ Class of Notes, the Senior Swap Counterparty, the Collateral Put Provider, and eadi of 
the Rding Agencies at least thirty (30) Business Days {M^iorto such change of jurisdiction; and (ill) on or prior to the 
2Sth Business Day following such notice the Trustee shall not have received written notice Holders of a 
Majority of the Contrelling Cla», the Liquidation Agent, the Senior Swap Counterparty, the Collateral Put Provid<? 
or the Credit Protection Buyer or, if and so long as any Notes are listed thereon, the Irish Stock Exchange objecting 
to such diange. 

Petitions for Bankruptcy. The Indenture will provide that neither (i) the Senior Swap Counterparty, Uic 
P^ing Agents, the Liquid^ion Agent, the Note Registrar, or the Trustee, in its own capacity, or on behalf of any 
Secured Noteholder, nor (II) the Secured Noteholders may, prior to the date which is one year and one day (or, if 
longer, the applicable preference period then in effect) after the payment in full of all Notes, institute against, or join 
any other person in instituting against, the Issuer or Co-tssuer any bankruptcy, reorganization, arrangmoit, 
moratorium, iiquidatitm or similar proceedings under the laws of any jurisdiction. 

Satisfaction and Discharge of the Indenture. The Indenture will be discharged with respect to the Pledged 
Assets securing the Secured Notes upon delivery to the Note Paying Agent for cancellation all of the Secured Notes 
and the payment in full of the Secured Notes, or, within certain limitations (including (he obligation to pay principal 
and intere^), upon deposit with the Trustee of funds sufficient for (he payment or redemption thereof and the 
payment by toe Issuers of all otoer amounts due under the Indenture. 

Trustee. The Bank of New York Trust Company, Nadonal Association will be the Trustee under the 
Indenture. The Issuers and their affiliates may maintain other banking relationships in the ordinary course of 
business with the Trustee. The payment of the fees and expenses of the Trustee relating to the Secured Notes is 
SfHely toe obligation of the Issuers. The Trustee and/or its affiliates may receive compensation in connection with 
toe Trustee's investment of trust assets in certain Eligible Investments as provided in the Indenture and in 
connection with the Trustee's administration of any securities lending activities of the Issuer. 

The Indenture conuins provisions for the indemnificatiw of the Trustee for any loss, liability or expense 
incurred without negligence, willful misconduct or bad faith on its part, arising out of or in connection with the 
acceptance or administration of the Indenture. The Trustee will not be bound to t^e any action unless indemnified 
for such action. The Secured Noteholders shall together have the power, exercisable by the Controlling Class, to 
remove the Trustee as set forth in the Indenture. The removal of toe Trustee shall not become effective urttii the 
later of the effective date of the appointment of a successor trustee and the acceptance of appointment by a successor 
trustee. If the Trustee is removed without cause, costs and exposes of toe Trustee incurred in connection wito the 
Mnsfer to the successor Trustee shall be paid by the successor Trustee or the Issuer. 

Agents. The Bank of New York Trust Company, National Association will be the Note Paying Agent, the 
Note Registrar, toe Note Calculation Agent and toe Note Transfer Agent under the Indenture. The issuers and their 
affiliates may maintain other banking relationships in the ordinary course of business wito The Bank of New York 
Ttu« Company, Nsuional Association. The payment of the fees and expenses of The Bank of New Yoric Tru« 
Company, National Association, as toe Paying Agent, the Note Registrar, the Note Calculation Agent and the Note 
Transfer Agent relating to the Notes is solely the obligation of the issuers. The Indenture contains provisions for toe 
indemnification ofThe Bank of New York Trust Company, National Association for any loss, liability or exp«tse 
incurred without gross negligence, willful misconduct, default or bad faith on its pail arising out of or in connection 
with the acceptance or adminisuation of toe Indenture. 
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Irish Paying Agent. If and for so long as any of the Secured Notes or the Incwne Notes are listed on the 
Irish Stock Exchange, and the rules of such exchange shall so require, the Issum will have an Irish Paying Ag^t in 
accoidance widi dte requirements of the rules of such exchange for the Notes. The Issuers and their afiiiiates may 
maintain other relationships in die ordin»y course of business with dte Irish Paying Agent. The payment of the fees 
and expenses of the Irish Paying Agent relating to the Notes is solely the obligation of the Issuers. 

Status of the income Notes. The Holders of the Income N«cs will have certain rights to vote with respect to 
limited matters arising undv the lnd«iture and (he Liquidation Agency Agreement including, without limitation, in 
cmuiection with certain modifications to the Indenture. However, die Holders of the Income Notes wilt have no 
right to vote in connection with die realization of the Pledged Assets or certain other matters under die Indenture. 

Fiscal Agency Agix«Beot 

The Income Notes will be issued (he Issuer and administered in accordance with a Fiscal Agency 
Agreement {the “Fi^l Agency Agreement") between The Bank of New York Trust Comply, Nation^ 
A^ociation as fiscal agent (in sudi capacity, the "Fiscal Agent”). The following summa^’ describes certain 
provisions of the Income Notes and the Fiscal Agency Agreement This summary does not purport to be complete 
and is subject to, and qualified in its entirety by reference to, the provisions of the Fiscal Agency A^eement After 
the closings copies of the Fiscal Agency Agreement may be obtained by prospective investors upon request in 
writing to Fiscal Agent at Travis Street, 16th Floor, Houston, Texas 77002, Attention: Ciobal Corporate 
Tnist — Hudson Mezzanine Funding 2006* 1 , Ltd. (tel^hone number (713) 483-6000). 

Pursuant to the Fiscal Agency Agreement, the Fiscal Agent and the Income Notes Transfer Agent will 
perform wious fis^ services on behalf of the Hdders of die Income Notes. The payment of the fees and expenses 
of the Fiscal Agent and Income Notes Transfer Agent is solely the obligation of the Issuer. The Fiscal Agency 
Agreemoit cemtains provisions for the indemnification of the Ftscai Agent and income Notes Transfer Agent for any 
loss, liabiliQ' or expense incurred without poss negligence, willful misconduct or bad faith on its part, arising out of 
or in connection with (he acceptance or administration of (he Fiscal Agency Agreement. 

Status. The Income Notes are not secured by the Pledged Assets securing the Secured Notes. There can be 
no assurance that, after payment of principal and interest on the Secured Notes and other fees and expenses of the 
Issuers in accordance with the Priority of Payments, the Issuer will have funds remaining to make payments in 
respect of the Income Notes. As a result, the ri^U of the Income Note holders to receive payments will rank 
(i) behind the rights of all secured creditors of the Issuer, whether known or unknown, including the Holders of the 
Secured Notes, the Liquidation Agent, the Credit fYotection Buyer, the Collateral Put Provider and the Senior Swap 
Count^arty and (ii) pari passu with all unsecured creditors of the issuer, whether known or unknown. The Issuer, 
pursuant to the Indenture, has pledged substantially all of its assets to secure the Secured Notes and certain other 
obligations of the Issuer. The proceeds of such assets will only be available to make payments in respect of the 
Income Notes as and when such proceeds are released from the Itoi of the Indsiture in accordance with the Priority 
of Payments. See “—Priority of Payments." 

Payment. On each Payment Date, to the extent funds are available therefor, and after the Secured Notes 
and certain other amounts due and payable on such Payment Date that rank senior to payments on the Income Notes 
have beoi paid in full, Proceeds will be released from the lien of (he Indenture in accordance with the Priority of 
Paymwits and paid to the Fiscal Agent on such Payment Dale for payment to the Holders of the Income Notes. See 
'* — Status tuid Security", " — interest on the Secured Notes" and “-Principal." 

Payments on any Income Note will be made to the poson in whose name such Income Note is registered 10 
Business Days’ prior to the applicable Paymoit Date. Payments will be made by wire transfer in immediately 
available funds to a U.S. Dollar account maintained by (he Holder thereof appearing in the Income Notes Register in 
accordance with wire transfer instructions received from such Holder by the Fiscal Agent on or before the Record 
Date or, if no wire transfer insfructions are received by the Fiscal Agent, by a U.S. Dollar check drawn on a bank in 
the United States. Final distributions or payments made in die course of a winding up of the issuer will be made 
only against surrender of the certificate representing such Income Notes at die office of the Income Notes Transfe 
Agent. The Incmie Notes Transfer Agent will communicate or cause communications of such distributions and 
payments and the related Payment Date to the Issuer, the Fiscal Agent, Eurbelear and Clearstream. 
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Modification of the Fiscal Agency Agreement. Tte FiscaS Agency Agreement may be amended by the 
Issuer and dte Fiscal Agent without the conswt of any of the Income Noteholders for any of the following purposes: 

(i) to evidence the succession of any pwson to either the Issuer or Co-Issuer and the assumption by any such 
successor of the covenants of the Issuer or Co-Issuer in the Notes, the Fiscal Agents Agreement and die indenture; 

(ii) to add to the covenants of the Issuers or the Fiscal Agent for the benefit of the Holders of the Notes or to 
surrender any rigjit or poww conferred upon the Issuers; (iii) to cure any ambiguity or manifest wror wr coitect or 
supplwnent any provisions contained hwein which may be defertive or inconsistent with any provisicMi contained 
herein or m^e any modification dial is of a formal, minw or technical nature or which is made to correct a manifest 
error, (iv) to t^e any action necessay or whrisable to prevojt the Issuer, the Trustee, any Note Paying Agents ot the 
Fiscal Agent from becoming subject to withholding or otbor taxes, fees or assessments or to prevent the Issuer from 
being treated as engaged in a United States trade oi business or otherwise being subject to United States federal, 
state or local income lax on a income basis; (v) to confoim the Fiscal Agency Agreement to the descriptions 
contmned in dtis Offering Cirotlar, (vi) to comply wids any reasonable requests made by the Irish Stedc Exchange 
in wder to list or maintain die listing of uiy Notes on such slock exchange; or (vii) to maice any other diange for the 
puipose of adding any provisions to, or changing ui any manner or eliminating any of the provisions of, the Fiscal 
Agency A^ecment; provided, however that such changes vrould have no material adverse effect on any of the 
Notes. 


The Fi^al Agency Agreement may also be emended from time to lime by the Issuer and the Fiscal Agent 
with the consent of a Majority of Income Noteholders for the purpose of adding any provisions to or changing in any 
-mann«' or eliminating any of the provisions of the Fiscal Agency Agreement, or of modifying in any manner the 
rights of die Income Noteholders; provided, that no such amendment shall (i) reduce in any manner the amount of, 
or delay die timing of, or change the allocation of, the payments on the Income Notes or (it) reduce die voting 
percentage of the Income Noteholders required to consent to any amendment to the Fiscal Agency Agreement, in 
each case without the consent of the Income Noteholders of all of the Income Notes. 

Income Notes Register, The Fiscal Agem will initially be appointed as Income Notes Transfer Agent (in 
such capacity, the “Income Notes Transfer Agent”) for the purpwe of registering and administrating the transfer of 
Income Notes. The Income Notes Transfer Agent shall maintain at its offices, a register (the “Income Notes 
Register”) in which it shall provide for the registration of Income Notes and the registration of transfers of Income 
Notes in accordance with the Fiscal Agency Agreement 

Noilces. Notices to the Income Note holders will be given by first class mail, postage prepaid, to the 
registered holders of the Income Notes at their addresses appearing in the Income Notes Register. In addition, if and 
for so long as any of the Income Notes are listed on the Irish Stock Exchange and so long as the rules of such 
exchange so require, notices to the Holders of such Incrune Notes shall also be published by the Irish Listing Agent 
in the official list thereof as otherwise required by the rules of such exchange. 

Governing Law otthe Transaction Documents 

The Indenture, the Fiscal Agency Agreement, (he Notes, the Credit Default Swap, the Senior Swap, the 
Collateral Put Agreement and the Liquidation Agency Agreement will be governed by, and construed in accordance 
with, foe laws of the State of New York applicable to agreements made and to be performed therein without regard 
to the conflict of laws principles thereof. Under foe Indenture, foe Fiscal Agency Agreement, foe Senior Swap 
Agreement, the Collateral Put A^eement and foe Liquidation Agency Agreement, the issuers have submitted 
irrevoc^ly to the non-exclusive Jurisdiction of the courts of foe Slate of New York and foe courts of foe United 
States of America in foe Suie of New York (in each case sitting in foe County of New York) for the purposes of 
.hearing and deteimining any suit, action or proceedings or settling any disputes arising out of or in connection with 
the Indenture, the Notes, the Fiscal Agency Agreement, the Senior Swap Agreement, the Collateral Put Agreement 
and foe Liquidation Agency Agreement. 

Form of the Notes 

The Notes. Each Class of Notes ((Hher than foe Class E Notes and foe Income Notes) sold in reliance on 
Rule I44A under the Securities Act will be represented by one or more Rule I44A Global Notes and will be 
deposited with The Bank of New York Trust Company, National Association as custodian for DTCand registered in 
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the nane of Cede & Co., a nominee of DTC. Each of the Class E Notes and the Income Not« which are sold eithw 
to (1) a qualified institutional buyer as defined in Rule i44A under die Securities Act fKirchasing for its own account 
or for the account of a Qualified Instihition Buyer or (2) in the case of die Income Notes only, an Accredited 
lnv»tor who has a net worth of not less Uian U.S. $10 million will be issued in deftnitive, fully registered form, 
registered in the name of the owner thereof ("Definitive Notes”). The Rule 144A Global Notes and the Definitive 
Ntrtes (and any Notes issued in exchange therefor) will be subject to certain restrictions on transfer as set forth under 
"Notice to Investors ” 

Each Class of Notes sold in offshore transactions in reliance on Regulation S will initially be represented 
by a Temporary Reguiuion S Global Note deposited on the Closing Date with The Bank of New York Trust 
Company, National Association as custodian for DTC and roistered in the name of Cede &. Co., a nominee of DTC, 
for die respective accounts of Euroclear and Clearstream. Beneficial interests in a Temponuy Regulation S Global 
Note may be held only through Euroclear or Clearstream. Beneficial interests in a Temporary Regulation S Globa) 
Note will be exchang^ for buteficial interests in a permanent Regulation S Global Note (die "Reflation S Global 
Note”) fiv the related Class of Notes in definitive, fully registered form upon the later of (i) the expir^on of the 
Disuibution Compliance P«iod and (ii) the first date on which the requisite certifications (in die fonn |HX>vided in 
the Indenture) are provided to the Trustee. The Regulation S Global Note will be registered in the name of Cede & 
Co., a nominee of DTC, and deposited with The Bank of New York Trust Company, Nation^ Association as 
custodian for DTC for to the accounts of Euroclear vid Cleaistream for the respective accounts of the Hold»s 
of such Notes. Beneficial interests in a Reguitfion S OIrdial Note may be held only throu^ Euroclear or 
Clearstream. 

A beneficial interest in a Regulation S Global Note or a Temporary Regulation S Glcdial Note may be 
tnmsferred, i^etha* before or after the expiration of the Distribution Compliance Period, to a U.S. person oniy, with 
respect to the Class S Notes, Che Class A Notes, the Class B Notes, the Class C Notes or the Class D Notes, in die 
form of a beneficial interest in a Rule 144A Global Note, and, with respect to any Regulation S Class E Notes or 
R^laticm S income Notes, in the form of a definitive Class E Note or Income Note, as applicable, and only upon 
receipt by the Note Transfer Agent or Income Notes Transfer Agent, as applicable, of a wrinen certification fiom the 
transferor (in die form provided in the Indenture or the Fiscal Agency Agreement, as applicable) (o the effect that 
die transfer Is being made to a person die transferor reason^iy believes is (a) a Qualified Institutional Buyer or, 
solely in the case of the Income Notes, an Accredited InvestM^ v^o has a net worth of not less than U.S. SIO million 
^d (b) a Qualified Purchaser. In addition, transfers of a beneficial interest in a Regulation 5 Globa! Note or 
Temporary Regulation S Global Note to a person who tsdees delivery in the form of an interest in a Rule 144A 
Glc^ai Note or, a Definitive Note in the case of the Class E Notes or the Income Notes, may occur only In 
denominations greater than or equal to the minimum denominations applicable to the Rule 144A Global Notes or itt 
a principal amount of not less than $250,000. 

A beneficial interest in a Rule 144A Global Note may be transferred to a person who takes delivery in the 
form of an interest in a Temporary Regulation S Global Note or a. Regulation S Global Note, as (he case may be, 
whether during or after the expiration of the Distribution Compliance Period, only upon receipt by the Note 
Registrar or Income Notes Transfer Agent, as applicable, of a written certification from the transferor (In the form 
provided in the indenture) to the effect that such transfer is being made to a non U.S. Person in accordance with 
Rule 903 «■ 904 of Regulation S. 

Any beneficial interest in one of the Global Notes that is transferred to the person who takes delivery in (he 
form of iui interest in another Global Note will, upon transfer, cease to be an interest in such Global Note and 
become an interest in the other Global Note and, accordingly, will thereafier be subject to all transfer restrictions and 
other procedures applicable to beneficial interests in such other Global Note for as long as it remains such interest. 

Except in the limited circumstances described below, owners of beneficial interests in any Global Note will 
not be entitled to receive a Definitive Note. The Notes are not issuable in bearer form. 

Each Note will be issued in minimum denominations of U.S.$250,000 (in the case of Rule I44A Notes tmd 
in the case of Income Notes sold to Accredited Investors) and U.S.SI00,000 (in die case of Regulation S Notes) and 
integral multiples of U.S.S I in excess thereof. 
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Global Notes. Upon the issuance of the Global Notes, DTC or its custodian vdl! credit, on its internal 
system, the respective a^egate original principal amount of the individual beneficial interests represented by such 
Global Notes to the accounts of persons who have accounts witii DTC. Such accounts initially will be designated by 
or on behalf of the Initial Purchaser. Ownership of beneficiai interests in Global Notes wilt be limited to persons 
who have accounts with DTC ("participants”) or persons who bold interests through participants. Owrrership of 
beneftcia! interests in a Global l^te will be shown tHi, and the transfer of that ownership will be effected only 
through, records maintained by DTC or its nominee (with respect to interests of participants) and the rnrords of 
participants (with respect to inioests of persons other than participwts). 

So long as DTC, or its nominee, is the registered owner w Holder of the Global Notes, DTC or such 
nominee, as the case may be, will be considerol the sole owner w Holder of each Ciass of the Notes represented by 
such Global Notes for all purposes under the Indenture uid such NcMes. Unless DTC notifies tfie Issuers that it is 
unwilling or unable to continue as depositary for a glob^ note or ceases to be a “Clearing Agency” registered under 
the Exchange Act, owners of the beneficial interests in the Glot»! Notes will not be mtitled to have any portion of 
such Global Notes registered in their names, will not receive or be entitled to receive physical delivery of Notes in 
certiflcat«i form and will not be considered to be the owners or Holders of any Notes under the Indenture. In 
addition, no beneficial owner of an interest in the Global Notes will be able to transfer that interest except in 
accordance with DTC’s applicable procedures (in addition to those under the Indenture referred to herein and, if 
applicable, those of Euroclear and Clearstream). 

Investors may hold dieir interests in a Regulation S Global Note or a Temporary Regulation S Global Note 
directly through Clearstream or Euroclear, if they are participants in these systems, or indirectly through 
organizations which are participants in these systems. Cleaniream and Euroclear wli bold interests in the 
Regulation S Global Notes on b^atf of their participants throu^ their respective depositaries, which in turn will 
hold the interests in the Regulation S Global Notes and Temporary Regulation S Globa! Notes in customers' 
securities accounts in the depositories' names on the books of DTC. Investors may hold their interests in a Rule 
I44A Global Note directly through DTC if they are participants in the system, or indirectly through organizations 
which are participants in the system. 

Payments of die principal of and interest on the Global Notes will be made to DTC or its nominee, as the 
registered owner thereof. Neither the Issuers, the Trustee nor any paying agent will have any responsibility or 
liability for any aspect of the records relating to or payments made on account of beneficial ownership interests in 
the Global Notes or for any notice permitted or required to be given to Holders of Notes or any consent given or 
actions taken by DTC as Holder of Notes. The Issuers expect that DTC or its nominee, upon receipt of any payment 
of principal or interest in respect ofa Global Note representing any Notes held by it or its nominee, will immediately 
credit participants' accounts with payments in amounts proportionate to their respective interests in the principal 
amount of such Global Notes as shown on the records of DTC or its nominee. The Issuers also expect that payments 
by participants to owners of interests in such Global Notes held through such participants will be governed by 
standing instructions and customary practices, as is now the case with securities held for the accounts of customers 
registered in the names of nominees for such customers. Such payments will be the responsibility of such 
participants. 

Tiwisfers between participants will be cffecied in the ordinary way in accordance with DTC rules and will 
be settled in same*day funds. The laws of some jurisdictions require that certain persons take physical delivery of 
securities in definitive form. Consequently, the ability to transfer beneficial interests in Global Notes to these 
persons may be limited. Because DTC can only act cm behalf of participants, who in turn act on.behalf of indirect 
participants end certain banks, the ability of a person having a beneficial interest in Global Notes to pledge its 
interest to persons or entities that do not participate in the DTC systmt, or otherwise take actions in respect of its 
interest, may be afTected by the lack of a physical ceniricate of the interest. Transfers between account holders in 
Euroclear and Clearstream will be effected in the ordinary vray in accordance with their respective rules and 
operating procedures. 

Subject to compliance with the transfer restrictions applicable to the Notes described above, cross'market 
transfers between DTC participanb, on the one hand, and, directly or indirectly through Euroclear or Clearstream 
account holders, on the other, will be. effected in DTC in accordance with DTC rules on behalf of Euroclear or 
Clearstream, as the case may be, by its respective depositary; however, these cross-market transactions will require 
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deiivety of instnictions to Euroclear or Ciearstitan), as the case may be, by the coiinter^»rty in the system in 
accordance with its rules and procedures and within its established deadlines (Brussels time). Euroclear or 
Ciearstream, as the case may be. wilt, if the transaction meets its settlement requirements, deliver instructions to its 
respective depositary to t^e action to efTwt final settlement cm its behalf by delivering or receiving interests in a 
Temporary Reguladon S Global Note or a Regulation S Globd N«e In DTC, and making or receiving payment in 
accordance with normal procedures for a same*day funds settlement applicable to DTC. Ciearstream and Euroclear 
account holdere may not deliver insBuctions directly to the depositaries for Ciearstream or Euroclear. 

Because of time zone differences, the securities account of a Eurocie^ or Ciearstream participant 
purchasing an interest in a Giob^ Note from a D’TC participant will be credited during the securities settlement 
processing day (which must be a Business Day for Euroclear or Ciearstream, as the case may be) immediately 
following the DTC settlement date and the credit of any transactiwis in interests In a Global Note settled during the 
prcKessing day will be reported to the relevant Euroclear or Ciearstream participant on that day. Cash received in 
Euroclear or Cleantream as a result of sales of interests in a Note by or through a Euroclear or Ciearstream 
(»rticipant to a DTC participant will be received with value on the DTC settlement date but will be available in the 
relevaint Euroclear or Ciearstream cash account only as of the Business Day following settlement in DTC. 

DTC has advised the Issuers that it will take any action pennitted to be taken by a Holder of the Notes 
(including the presentation of ttic applicable Notes for exchutge as described below) only at the direction of one or 
more {»irticipants to whose account with DTC interests in a Glc^al Note are credited and only in respect of that 
portion of the aggregate principal amount of the Notes as to which the participant or participants has or have given 
direction. 

The giving of notices and other communications by DTC to participants, by participants to persons who 
hold accounts with them and by such persons to Holders of bimeficial interests in a Global Note will be governed by 
arrangements between them, subject to any statutory or regulatory requirements as may exist from time to lime. 

DTC has advised the Issuers as follows: DTC is a limited purpose trust company organized under the laws 
of the State of New York, a member of the Federal Reserve System, a "clearing corporation” within the meaning of 
the Uniform Commercial Code and a “Clearing Agency” registered pursuant to the provisions of Section I7A of the 
Exchange Act. DTC was created to hold securities for its participants and facilitate the clearance and settlement of 
securities transactions between psticipants through electronic book-entry changes in accounts of its participants, 
thereby eliminating the need for physical movement of certificates. Participants include securities brokers and 
dealers, banks, trust companies and clearing corporations and may include certain other organizations. Indirect 
aaess to the DTC system is available to others such as banks, brokers, dealers and trust companies that clear 
through or maintain a custodial relationship with a participant, either directly or indirectly (“indirect participants”). 

Ciearstream. Ciearstream Banking, sociAd anonyme, was incorporated as a limited liability company 
under Luxembourg law. Ciearstream is owned by Cedel International, socidtd anonyme, and Deutsche Bbrsc AO. 
The shareholders of these two entities are banks, securities dealers and financial institutions. 

Ciearstream holds securities for its customers and facilitates the clearance and settlement of securities 
transactions between Ciearstream customers through electronic book-entry changes in accounts of Ciearstream 
customers, thus eliminating the need for physical movement of certificates. Ciearstream provides to its customers, 
among other things, services for safekeeping, administration, clearance and settlement of intemationaliy traded 
Securities, securities lending and borrowing and collateral management. Ciearstream interfaces with domestic 
markets in a number of countries. Ciearstream has established an electronic bridge with Euroclear Bank S.ATN.V., 
the operator of the Euroclear System, to facilitate settlement of trades between Ciearstream and Euroclear. 

As a registered bank in Luxembourg, Ciearstream is subject to regulation by the Luxembourg Commission 
for the Supervision of the Financial Sector. Ciearstream customers are recognized financial institutions around the 
world, including underwriters, securities brokers and dealers, banks, (rust companies and clearing corporations. In 
the United States, Clevstream customers are limited to securities brokers and dealers and banks and may include the 
initial Purchaser. Other institutions that maintain a custodial relationship with a Ciearstream customer may obtain 
indirect access to Ciearstream. Ciearstream is an indirect participant in DTC. 
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Distributions with respect to the Notes held beneficially through Clearslre^ will be credited to cash 
accounts of CtMrslrcwn customers in accordance widi its rules and procedures, to the extent received by 
Ciearstream. 

The Euroclear System. The Euroclcar System was created in 1968 to hold securities for participants of the 
Euroclear System and to clear and settle transattions between Euroclear participanu throu^ simultaneous elecfronic 
b«jk-«ntry detivwy against payment, thus eliminating the need for physical movement of certificates and risk from 
lack of simultaneous transfers of securities and cash. Transactions may now be settled in maiy currencies, including 
U.S, Dollars and J^wnese Yen. The Euroclwr System provides various other services, including securifies lending 
and borrowing and interfaces widi domestic markets in several countries generally similar to the arrangements for 
cross-market trwtsfers with DTC described above. 

The Euroclcar System is operated by Euroclear Bank S.AyN.V. (the “Euroclear Operator”), under contact 
with Euroclear Clearance System pic, a U.K. corporation (the “Euroclear Clearance System"). The Euroclear 
Operator conduce ail operations, and all Euroclear securities clearance accounts and Euroclear cash accounts art 
accounts with the Euroclear Operator, not the Euroclcar Clearance System. The Euroclcar Clearance System 
establishes policy for the Euroclear System on bdialf of Euroclear participating organiaations. Euroclear 
participants include banks (including central banks), securities brokers and dealers and other professional financial 
intermediaries and may include the Initial Purchaser. Indirect access to the Euroclear System is also avatl^ie to 
other firnis that clear through or maintain a custodial relationship with a Euroclear participant, cither dire^ly or 
indirectly. Euroclcar is an indirect participant in DTC. 

The Euroclear Operator is a Belgian bank. The Belgian Banking Commission regulates and examines the 
Euroclear Operator. 

The Terms and Conditions Governing Use of Euroclear and the related Operating Procedures of the 
Euroclear System and applicable Belgian law govern securities clearance accounts and cash accounts with the 
Euroclear 0(»:rator. Specifically, these terms and conditions govern; 

(a) transfers of securities and cash within the Euroclear System; 

(b) withdrawal of securities and cash from the Euroclear System; and 

(c) receipts of payments with respect to securities in the Euroclear System. 

All securities in the Euroclear System are held on a fringibie basis without attribution of specific certificates 
to specific securities clearance accounts. The Euroclear Operator acts under the terms and conditions only on behalf 
of Euroclw participants and has no record of or relationship with persons holding securities through Euroclear 
participants. 

Distributions with respect to Notes held beneficially through Euroclear wilt be credited to the cash accounts 
of Euroclear participating organizations in accordance widi the Euroclear Terms and Conditions, to the extent 
received by the Euroclear Operator and by Euroclear. 

AltJiou^ DTC, Ciearstream and Euroclear have agreed to the foregoing procedures in order to facilitate 
transfers of inlerests in Uie Regulation S Global Notes and in the Rule 144A Global Notes among participants of 
DTC, Ciearstream utd Euroclear, they are under no (^ligation to perform or continue to perform these procedures, 
and the procedures may be discontinued at any time. Neither the Issuers nor the Trustee will have any responsibility 
for the performance by DTC, Ciearstream, Euroclear or their respective participants or indirect participants of their 
respective obii^tions under die rules and procedures governing their operations. 

Paymtnis; Certifications by Holders of Temporary Regulations Global Notes. A Holder of a beneficial 
interest in a Temporary Regulation S Global Note must provide Ciearstream or Euroclear, as the case may be, with a 
certificate in the form required by the Indenture certifying that the beneficial owner of the interest in such Global 
Note is not a U.S. Person (as defined rn Regulatitm S), and Ciearstream or Euroclear, as the case may be, must 
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provide to the Trustee a certificate in the form required the Indenture prior to (i) the payment of mtcrest or 
principal with respect to such Holder’s beneficial interest in the Temporary Rqgulation S Glt^al Note and (ii) any 
exchange of sud) beneficial interest for a Iwneficial intnest in a Regulation S Global Note. 

Individual Definitive Notes. The Class S Notes, the Class A Notes, the Class B Notes, the Class C Notes, 
die Class D Notes, the Regulation S Cius E Notes ukI the Regularion S Income Notes will be initially issued in 
global form. The Class E Notes (other than the Regulation S Class E Notes) and the Income Notes (other than the 
Regulation S Incwne Notes) will not be globd and will be represented fay one or more Definitive Notes. IfDTCor 
any successor u> DTG advises Ute issuer in writing that it is at any time unwilling or unable to continue as a 
depositary for the reasons described in “—Global Notes” and a successor depositary is not appointed by die Issuers 
within 90 days <»r as a result of any amendment to or change in, the laws or regulations of the Cayman Islartds or the 
State of Delaware, as applicable, or of any uithority therein or thereof having power to tax or in the interpretatirm or 
ffiJministration.of such laws or regulations which become effective on or after the Closing Date, die Issuers, the Note 
Paying Agent or the Fiscal Agent is or wilt be required to make any deduction or withholding from any payment In 
respect of the Notes which would not be requir^ if the Notes were in deftnitive form and the Issum wilt issue 
Definitive Notes in registered form in exchange for the Regulation S Global Notes and the Rule I44A Global Notes, 
as the c^e may be. Upon receipt of such notice from OTC, the Issuers will use their best efforts to make 
arrangements with DTC for die exchange of interests in the Global Notes for individual Definitive Notes and cause 
the requested individual Definitive Notes to be executed and delivered to the Note Registrar or Income Notes 
Transfer Agent, as appiic^le, in sufTicient quantities and authenticated by or on behalf of the Note Transfer Agent 
or income Notes Transfer Agent, as applicable, for delivery to Holders of the Notes. Persons exchanging interests in 
a Cic^al Note tor individual Definitive Notes will be required to provide to the Note Transfer Agent or the Income 
Notes Transfer Agent, as applicable, through DTC, Clearstream or Euroclear, (i) written instructions and odier 
information required ^ the Issuers, the Note Transfer Agent and the Income Notes Transfer Agent to complete, 
execute and deliver such individual Definitive Notes, (ii) in the case of an exchange of an interest in a Rule I44A 
Global Note, such certification as to (a) Qualified insliturional Buyer status or, solely in the case of the Income 
Notes, as to Accredited investor status and (b) that such Holder is a Qualified Purchaser, as the issuers shall require 
and (tii) in the case of an exchange of an interest in a Regulation S Clobai Note, such certification as the Issuers 
shall require as to non-U.S. Person status, in ^1 cases, individual Definitive Notes delivered in exchan^ for any 
Global Note or beneficial interests therein will be registered in the names, and issued in denominations in 
compliance with the minimum denominations specified for the ^pUcable Global Notes, requested by DTC. 

Individual Definitive Notes will bear, and be subject to, such legend as the Issuers require In order to assure 
ccHupIiance with any applicable law. Individual Definitive Notts will be transferable subject to the minimum 
denomination applicable to the Rule 144A Globa! Notes and Regulation S Globa! Notes, in whole or in part, and 
exchangeable for individual Definitive Notes of the same Class at the office of the Note Paying Ageni, Note 
Transfer Agent, Income Notes Transfer Agent or the office of any transfer agent, upon compliance with the 
requirements set forth in the Indenture or the Fiscal Agen^r Agreement, as applicable, individual Definitive Notes 
may be transferred duough any transfer agent upon dte delivery and duly completed assignment of such Notes. 
Upon transfer of any individual Definitive Note in part, the Note Transfer Agent or Income Notes Transfer Agent, as 
^plicable, will issue in exchange therefor to the transferee one or more individual Definitive Notes in the amount 
iwing so transferred and will issue to die transferor one more individual Definitive Notes in the remaining amount 
not being transferred. No service charge will be imposed for any registration of transfer or exchange, but payment 
of a sum sufficient to cover any lax or other governmental charge may be required. The Holder of a restricted 
individual Definitive Note may transfer such Note, subject to compliance with the provisions of the legend thereon. 
Upon the transfer, exchange or replacement of Notes b^ng the legend, or upon specific request for removal of the 
legend on a Note, the Issuer will deliver only Notes that bear such legend, or will refuse to remove such legend, as 
the case may be, unless there is delivered to the Issuer such satisfactory evidence, which may include an opinion of 
counsel, as may reasonably be required by the Issuer that neither the legend nor the restrictions on transfer set forth 
therein ^e required to ensure compliance with the provisions of the Securities Act and the 'lnvestment Company 
Act. Payments of principal and interest on individual Definitive Notes shall be payable by the Note Paying Ag^ls 
or the Fiscal Agent, as applicable, by U.S. Dollar check drawn tm a bank in the United States of America and sent 
by mail to the registered Holder thereof, by wire transfer in immediately available funds. In addition, if and for so 
long as any Notes are listed on the Irish Stock Exchange and the rules of such exchange shall so require, in the case 
of a transfer or exchange of individual Definitive Notes, a Holder thereof may effect such transfer or exchange by 
presenting such Notes at, and obtaining a new individual Definitive Note from the office of the Irish Paying Agent, 
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in the case of a trmfer of only a part of an individual DeSniiive Note, a new individual De^nitive Note in respect 
of the balance of the principal amount of the individual DeRnittve Note not transferred will be delivered at the office 
of the Irish Stock Exdtange 'wd In the case of a replacement of any lost, stolen, mutilated or desOoyed individual 
Definitive Notes, a Koldo' thereof may obtain a new indivkhiai Definitive Note from the Irish Paying Agent 

The Class E Notes. The Regulation S Class E Notes willinittally be in global form. The Class E Notes 
(other than Regulation S Class E Notes) will not be global and be represeirted by one or more notes in defrnitive 
form. All Class E Notes will be subject to certain restrictions on transfer as set forth under "Notice to investors.” 

The Class E Notes may be transferred only (i) upon receipt by the Issuer and Note Transfer Agent of a 
Class E Notes Purchase and Transfer Letter to the effect tiiat (he transfer is being made to a Qualified Institutional 
Buyer that has acquired an inter^t in the Class E Notes in a transaction meeting tire requirements of Rule I44A who 
is also a Qualified Purchaser or (ii) to a non-U.S. Perstm in an offshore transaction complying with Rule 903 or Rule 
904 of Regulation S. The transferee of a Class E Note (otiier tiran a Regulation S Class E Note) must also make 
certain other representations iqrpSi^ble to such transferee, as set forth in the Class E Notes Purchase and Transfer 
Letter. 


Each Purchaser of a Regulation S Class E Note will be deemed by its purchase to have represented and 
warranted as set forth under "Notice to Investors." 

Payments on the Class E Notes on any Payment Date will be made to the person in whose name the 
relevant Note is registered as of the close of business 10 Business Days prior to such Payment Date. 

The Income Notes. The Regulation S Income Notes will initially be in global form. The Income Notes 
(other than Regulation S income Notes) will not be glotal and will be represented by one or more Income Note 
Certificates in definitive form. All income Notes will be subject to certain restrictions on transfer as set forth under 
"Notice to Investors.” 

Income Notes may be transferred only (i) upon receipt by the Issuer and Income Notes Transfer Agent of 
an Income Notes Purchase and Transfer Letter to the effect that the transfer is being made (a) to a Qualified 
Institutional Buyer that has acquired an interest in the Income Notes in a transaction meeting the requirements of 
Rule I44A or (b) to an Accredited Investor having a net worth of not less that) U.S.SIO million in a transaction 
exempt from registration under the Securities Act, who is a Qualified Purchaser or (ii) to a non>U.5. Person in an 
offshore transaction complying with Rule 903 or Rule 904 of Regulations. The transferee of an Income Note (other 
than a Regulation S Income Note) must also make certain other representations applieabie to such transferee, as set 
forth in the Income Notes Purchase and Transfer Letter. 

Each Purchaser of a Regulation S Income Note will be deemed by its purchase to have represented and 
warranted as set forth under "Notice to Investors.” 

Paymenu on the Income Notes on any Payment Date will be made to the person in whose name the 
relevant income Note is registered in the Income Notes Register as of the close of business 10 Business Days prior 
to such Payment Date. 


USE OF PROCEEDS 

The ^oss proceeds associated with the offering of the Notes are expected to equal approximately 
U.S.S837,0(K),000. Approximately U.S.S3],800,000 of such gross proceeds will be applied by the Issuer to pay 
upfront fees and expenses associated with the offering of the Notes. On the Closing Dale or promptly thereafter as 
is consistent with customary settlement procedures, pursuant to agreements to purchase ento-ed into on or before the 
Closing Date, the Issuer will apply the net proceeds to purchase the Collateral Securities and Eligible Investments 
described herein having an aggregate Principal Balance of approximately U.S.SS00, 000.000 and will have entered 
into the Credit Default Swap, the Collateral Put Agreement and the Senior Swap. In addition, on the Closing Date, 
approximately U.S.$200,000 of the net proceeds from the issuance of the Notes will be deposited into the Expense 
Reserve Account. 


92 


Confidential Treatment Requested by Goldman Sachs , GS MBS-E-021821287 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00841 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



838 


Footnote Exhibits - Page 3096 


RATINGS OF THE NOTES 

It is 8 condition to the is^ance of the Notes that the Class S Notes, the Class A-f Notes and the Cla» A-b 
Notes be rated “Aaa” by Moody's and "AAA" by S&P, that the Class 8 Notes be rated at least “Aa2” by Mtxtdy’s 
and at least "AA" by S&P, that the Class C Notes be rated at least “A2” by Moody’s and at least "A” by S&P, that 
the Class O Notes Ik rated at least by Moody’s and at least "BBS" by S&P and that the Class £ Notes be 
issued with a rating of at least “Bal" by Moody's and at least '‘BB+" by S&P. The Income Notes will not be ra»J 
by eidier Rating Agency. It is also a condition to the issuance of Ute Notes that the Senior Swap be assigned a rating 
of “Aaa” Moody’s and "AAA" by S&P. A rating b not a recommendation to buy. sell or hold securities and may 
be subject to revision or withdrawal at any time. 

If and for so long as any Class of Notes is listed on the Iri^ Stock Exchange, the Trustee will inform the 
Irish Paying Agent if any rating assigned to any Class of Notes is reduced or withdrawn. 

Moody’s Ratings 

The ratings assigned to the Secured Notes and the Senior Swap by Moody’s are based upon its assessment 
of the probability that the Cradit Default Swap and the Collateral Assets will provide suffici^rt funds to pay such 
Secured Notes and Senior Swap, based largely upon Moody’s statistical analysis of historical default rates on debt 
obligations with various ratings, expected recovery rates on the Reference Obligations and the Collateral Assets, the 
asset and interest coverage required for such Swured Notes and Senior Swap (which is achieved dirou^ the 
suboitiination of more Junior Notes), and the diversification requirements that the Pledged Assets must satisfy. 

Moody’s rating of (i) the Senior Swap, the Class S Notes, the Class A Notes and the Class B Notes 
addresses the ultimate cash receipt of all required principal payments or complete reduction of the Outstanding 
Notional Amount of the Senor Swap and the timely cash receipt of all interest or premium payments as provided in 
the governing d(Kum«its and (ii) the Class C Notes, the Class 0 Notes and the Class E Notes addresses the ultimate 
cash receipt of all required interest and principal payments as provided in the governing docum«rts. Moody's ' 
ratings ve based on the expected loss posed to the Holders of the Notes relative to the promise of receiving the 
present value, calculated using a discounted rate equal to the promised interest rate of such payments. Moody’s 
analyus the likelihood that each debt obligation included in die portfolio will default, based on historical default 
rates for similar debt obligations, the historical volatility of such default rates (which increases as securities with 
lower ratings are added to the p^folio) and an additional default assumption to account for future fluctuations in 
defaults. Moody’s then determines the level of credit protection necessary to achieve the expected loss associated 
with the rating of the structured securities, taking into account the potential recovery value of the Pledged Assets and 
the expected volatility of the default rate of the poRfolio based on the level of diversification by issuer and industry. 

in addition to these quantitative tests, Moody’s ratings take into account qualitative features of a 
transaction, including the experience of the Liquidation Agent, the legal structure and the risks associated with such 
structure, its view as to the quality of the paRicipants in the transaction and other factors that it deems relevant. 

S&P Ratings 

S&P will rate the Senior Swap and the Secured Notes in a manner similar to the manner in which it rates 
other structured issues. The ratings assigned to the Senior Swap, the Class S Notes, the Class A Notes and Ute 
Class B Notes by S&P address the likelihood of the timely payment of interest or premium and the ultimate payment 
of principal on such Secured Notes or complete reduction of the Outstanding Notional Amount of the Senior Swap. 
The ratings assigned to the Class C Notes and the Class D Notes by S&P address the likelihood of the ultimate 
payment of interest and principal on such Secured Notes. This requires an analysis of the following: (i) credit 
quality of the Pledged Assets securing the Secured Notes; (ii) cash flow used to pay liabilities and the priorities of 
these payments; and (iii) legal considerations. Based on these analyses, S&P determines the necessary level of 
cradit enhancement needed to achieve a desired rating. 

S&P’s analysis includes the application of its proprietary default expectation computer model, the Standard 
& Poor's COO Monitor (which will be provided to (he Issuer), which is used to estimate the default rate the 
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portfolio is likely to exp^ence. The Standard &. Poor's CDO Monitor calculates the projected cumulative defoult 
rale of a pool of collateral consistent with a specified bendimark rating level based upon S&P's proprietary 
corporate debt default studies. The Standard & Poor’s CDO Mwiitor takes into ctmsideraiion the rating of each 
issuer or obligor, die numb«' of issum or t^iigors, the issuer m obligor industry concentration and the remaining 
weighted average maturity of each of the Refnence Obligations included in the Reference Portfolio. The risks 
posed by these variables art aixounted for by effectively adjusting the necessary default level needed to achieve a 
desired rating. The hi^er the desired rating, the higher the level of defaults the portfolio must wittmand. 

Credit enhancement to support a particutv rating is then provided based, in part, on the results of the 
Standard & Poor’s CDO Monitor, as well as other more quaiitstive considerations such as legal issues and 
management c^abiiltles. Credit enhancement is typically provided a combination of 

overcollateralizaticm/subordmation, cash coliateral/reserve account, excess spread/interest and amortization. A 
transaction-spedfic cash flow model (the “T>ansactkm*Speciflc Cash Flow Model") is used to evaluate the portfolio 
and determine whether it can withstand an estimated le^ of default while Rilly repaying the class of debt under 
consideration. 

Thm can be no aiKurance that actual loss on the Pledged Assets will not exceed thoK assumed in the 
as^licaiion of the Standard & Poor's CDO Monitor or that recovery rates and the timing of recovery with respea 
thereto will not differ from those assumed in the Transaetion*Speciftc Cash Flow Model. The Issuers make no 
representation as to the expected rate of defaults on the portfolio or as to the expected timing of any defaults that 
may occur. 

S&P's rating of the Notes will be established under various assumptions and scenario analyses. There can 
be no assurance, and no representation is made, that actual defaults on the Pledged Assets will not exceed those in 
S&P's analysis, or that recovery rates with respect thereto (and, consequently, loss rates) will not differ from those 
in S&P's analysis. 


THE CREDIT DEFAULT SWAP 


General 

The following description of the Credit Default Swap is a summary of certain provisions of the Credit 
Default Swap but does not purport to be complete and prospective investors must refer to the Credit Default Swap 
for more detailed information regarding the Credit Default Sw^. Copies of the Master Agreement and Che Master 
Confirmation wilt be available to investors from the Trustee. Capitalized terms not otherwise defined in this section 
wilt have the meanings set forth in the Master Agreement and Master COTiHrmation. 

The Credit Default Swap will be structured as a “pay*8S-you'go” credit default swap and will be 
documented pursuant to a 1992 iSDA Master Agreement (Mullkurrency-Cross Border), including the Schedule 
thereto (the "Master Agreefflent"), between the Issuer and the Credit Protection Buyer ^ong with a confirmation 
(the “Master Confirmation") evidencing a transaction with re^ci to each Reference Obligation in the Reference 
Portfolio thereunder (each such transaction, a “CDS Transaction”). 

Each CDS Transaction is expected to have a specified Reference Obligation Notional Amount which 
represents the dollar amount of the credit exposure which the Issuer is assuming thereunder with respect to the 
Reference CHrtigation related to such CDS Transaction. The “Aggregate Reference Obligation Notional Amount” is 
the sum of the Reference Obligation Notional Amounts of all CDS Transactions. On the Closing Date, (he Issuer 
expects to enter into a Credit Default Svrap with an Aggregate Reference Obligation Notional Amount of 
approximately U.S.$2, 000,000, 000. In accordance with the terms of the CDS Transactions, the Reference 
Obligation Notional Amount of each CDS Transaction is expected after the Closing Date to be: (i) decreased on 
each day on which a Reference Obligation Principal Payment is made by the relevant Reference Obligation 
Principal .Amortization Amount; (ii) decreased on each day on w1)ich a Failure to Pay Principal occurs by the 
relevant Principal Shortfall Amount; (iii) decreased on each day on which a Writedown occurs by the relevant 
Writedown Amount; (iv) increased on each day on which a Writedown Reimbursement occurs by any Writedown 
Reimbursement Amount in respect of a Writedown Reimbursement within paragraphs (ii) or (iii) of the definition of 
“Writedown Reimbursement"; and (v) decreased on each Delivery Date by an amount equal to the relevant Exercise 
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Amount minus the relevant amount detennined pursuant to pangTaph (b) under the heading, “Physical Settlement 
Amount” in die Muter Confirmation; provided that, in accordance with the MasKr ConftrmaiioR. if any Relevant 
Amount is applicable, the Exercise Amount will also be deemed to be deoeased by such Reievuit Amewnt (or 
iiK^eased by ^e absolute value of such Relevant Amount if such Relevant Amount is negative) with effect from 
such Ddivery Date. 

The effective date of the Credit Default Swap will be the Closing Date and die Credit Default Sw^> will 
terminate by iU terms on April 12, 2042 (the “Scheduled Tenninalion Date") unless a Credit Event occurs with 
respect to the Oedit De&ult Swi^; and the physied settlement date is scheduled to occur aRer such dtUe, 

Credit Protection Buyer Payments 

Pursuant to the Credit Default Swap, on each Determination Date, the Credit Protection Buy^ will make a 
fixed rate payment (minus any related Interest Shortfall Amounts as described below and in the Mast<^ 
Confirmation) (the "Fixed Amount”) to the Issuer, representing the aggregate Fixed Amounts vdiich became due 
wid) respect to the Reference Obligation Payment Oates during the related Due Period. The Crnfit Protection Buyer 
will midee c»tain other payments under the Credit Default Swap to the Issuer at the times and in the unounts 
described herein, including any Interest Shortfall Reimbursemmit Payment Amounts, Writedown Reimintrsemeni 
Payment Amounts and any Principal Shortfall Reimbursement Payment Amounts (together “Additional Fixed 
Amounts”). In connection with any terminatimi or assi^meni of a CDS Transaction, proceeds from such 
termination or assignment, if any, will be deposited Into die interest Collection Account. 

Upon the occurrence of any Interest Shortfall with respect to any Reference Obligation, the Fixed Amount 
payable under a CDS Transaction by the Credit Protection Buyer to the Issuer will be reduced by an amount equal to 
the related Intovst Shortfall Payment Amount, such reduction amount not to exceed the Fixed Amount. Interest will 
accrue on any Interest Shortfall Payment Amount at a rate equal to LIBOR plus the fixed rate as specified in the 
^jpHcable COS Transaction. Interest Shortfall Payment Amounts are subject to the Interest Shortfall Cap as 
described in the Credit Default Swap, if any amount in sttisfaction of the interest Shotlfall which gave rise to any 
interest Shortfall Payment Amount, including interest accrued thereon, is later paid with respect to a Reference 
Obligation, the Credit Protection Buyer will pay such amount, or in certain circumstances a portion of such amount 
to the Issuer as an Interest Shortfall Reimbursement Payment. Interest Shortfall Reimbursement Payment Amounts 
will not exceed die cumulative Interest Shortfall Payment Amounts (including any interest thereon) previously 
withheld from die Issuer relating to such Reference Obligation. 

So long as the long-term ratings (or, in the case of clause (iiKb) of this paragraph only, the short-term 
rating) of the Credit Protection Buyer or any guarantor of the Credit Protection Buyer’s obligalion under the Credit 
^faiiit Swap are equal to or higher than (I) “AaJ” by Moody’s (and, if rated “Aa3” by Moody’s, is not on watdi for 
possible downgrade) and (ii)(a) "AA-" S&P (and, if rated "AA-” by S&P. is not on watch for possible 
downgrade) or (b), if Ooldmwt Sachs International is not the Credit Protection Buyer, “A* I+” by S&P (and, if rated 
“A- 1 +” by S&P, is not on watch for possible downgrade), the fixed payment due by the Credit Protection Buyer will 
be payable in airears. However, If the long-term ratings (or the short-term rating, as applicable) of the Credit 
Protection Buyer or any guarantor fall below any such levels, the Oedit Protection Buyer will be required to pay the 
fixed payment due under the Credit Default Swap in advance. The failure of the Credit Protection Buyer to make 
the fixed payment in advance if such rating levels are no longer satisfied will constitute a termination event under 
the terms of the Credit Default Swap with the Credit Protection Buyer as the sole "Affected Party” under the Credit 
Default Swap. 

Credit Protection Seller Payments 

Under the Credit Default Swap, the Issuo' will be required to pay certain Floating Amounts to the Credit 
Protection Buyer following the occurrence of a Floating Amount Event with respect to a Reference Obligation as 
described herein. The Issuer will pay to the Credit Protection Buyer all Floating Amounts which became due during 
each Due Period, if any, on the related Determination Date. 

Upon the occurrence of a Credit Event with respect to a Reference Obligation, the Credit Protection Buyer 
may deliver such Reference Obligation to the Issuer, in exchange for which the Issuer will pay to the Credit 
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Protection Buyer an amount (a "Physical Settlement Amount”), which amount shall be calculated in accordance 
with the related CDS Transaction. The Issuer will pay to dte Credit Protection Buyer alt Physical Settlement 
Amounts whidi becune due during the related Due Period if any, on die related Determination Dale. 

Delivered Obligations ddlivered to the Issuct will be credited to die Delivered Obligation Account. Any 
Delivered Obligation deiiveied to the Issuer shall be sold the Liquidation Agent within twelve (12) months of the 
date on whitdi the Liquidation Agent receives notice of such deliveiy in accordance with the Liquidation Agency 
Agreement; provided that no Event of Default has occurred and is continuing. The proceeds of such sale will be 
deposited the Trustee into the Collate Account and invested m Eligible Investmeitts and Collateral Securities 
selected at the direction of the Liquidation Agent. In Edition, any principal proceeds or interest rmived on such 
Delivered Obligations priw to such sale, will be dqwsited the Trustee into the Collateral Account 

In connectitm with any temitnation or assignment of a CDS Transaction, the Issuer may owe a Credit 
Default Swap Termination Payment; provided however, dial the Issuer will not be obligated to make any Credit 
Default Swap Termination Payments to the Ocdii Protection Buyer in the event of a termination or assignment of 
the Credit Default Swap in rospect of which the Credit Protection Buyer js the "Defaulting Paity” or the sole 
"Affected Party" (each as defm^ in the Credit Default Swap). Credit Default Swap Termination Paymaits due to 
the Credit Protection Buyer will be paid directly and outsit of the Priority of Ferments In accordimee with the 
following paragraph. Defaulted Swap Termination Payments due to the Credit Protection Buyer will be paid in 
accordance with the Priority of Payments. Credit Default Swap Termination Payments due to an assignee of a CDS 
Transaction will be paid as and when they become due to the extent of available funds. 

The issuer will obtain the funds to pay Credit Protectim Amounts by (i) ^plying the Collateral 
Liquidation Procedure and (ii) after the Balance of the Collateral Account has been reduced to zero, demanding 
payment under the Senior Swap equal to the lesser of (he Credit Protection Amount due (net of any amount applied 
pursuant to subclause (i)) and the Outstanding Notional Amount of the Senior Swap. 

The obligations of the issuer to make payments under a CDS Transaction will exist irrespective of whether 
the Credit Protection Buyer suffers a loss on a Reference Obiigaiion upon the occurrence of a Credit Event. The 
Issuer will have no rights of subrogation under the Credit Default Swap. 

Credit Events 

A Credit Event with respect to the Credit Default Swap and any Reference Obligation means the 
occurrence of any of the events specified in the Credit Defimit Swap as a Credit Event on or before the scheduled 
termination date for such COS Transaction. The Credit Events are expected to be Failure to Pay Principal, 
Writedown and Distressed Ratings Downgrade. The Master Confirmation may alter the standard definitions of such 
terms and the actual COS Transactions should be consulted for the details of the Credit Events applicable thereto. 
The capitalized terms used in this section and not otherwise defined, have the meanings set forth in the related CDS 
Transactions. 

A “Credit Event” is the occurrence of any of the foltewing (however caused, directly or indirectly), as 
applicable: 

(i) Failure to Pay Principal 

"Failure to Pay Principal" means (I) a failure by the Reference Entity (or any Insurer) to pay an Expected 
Principal Amount on the Final Amonizalion Date or the Legal Final Maturity Date, as the case may be or (ii) 
payment on any such day of an Actual Principal Amount dut is less than the Expected Principal Amount; provided 
that the failure by the Reference Entity {or any Insurer) to pay any such amount in respect of principal in accordance 
with the foregoing shall not constitute a Failure to Pay Principal if such failure has been remedied within any grace 
-period applicable. to such payment obligation under the underlying instruments or, if no such grace period is 
applicable, within three Business Days after the day on which the Expected Principal Amount was scheduled to be 
paid. 
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(ii) Writedown 

“Writedown" means the occurrence at any time on or after the Effective Date of: {i)(A) a writedown or 
applied loss (however described in the underlying instruments) resulting in a reduction in die Outstanding Principal 
AmtHinl (otho- than as a mult of a scheduled or unscheduled payment of principal): or (B) the attribution of a 
principal deficiency or realized loss (howsoever described in the underlying instrumtmts) (o the Reference 
Oblig^ion resulting in a reduction of the current interest payable on the Reference Obligation; (ii) the forgivenes of 
any amount of principal by die holders of die Reference Obligation pursuant to an amendment to the underlying 
instruments resulting in a reduction in the Outstanding Principal Amount; or (iii) if die underlying instruments do 
not ivovide for writedowns, applied losses, principal deficiencies or realized tosses as described in (i) above to occur 
in mpect of the Reference Obligation, an Implied Writedown Amount being determined in respect of the Reference 
Obligation by the Calculation Agent. 

(iii) Distressed Ratings Downgrade: 

“Distressed Ratings Downgrade" means, with raped to a Reference Obligation; 

(i) if publicly rded by Moody's, (A) is downgraded to ‘'Caa2" or below by Moody's or (B) has the 
rating assigned to it by Moody's withdrawn and, in either case, not reinstated within five Business Days of such 
downgrade or withdrawal; prov/rfed that if such Reference Obligation was assigned a public rating of at least “Baa3" 
or higher by Xfoody’s immediately prior to the occurrence of such withdrawal, it shall not constitute a Distressed 
Ratings Down^de if such Reference Obligation is assigned a public rating of at least “Caal" by Moody's within 
three calendar mondis after such withdrawal; or 

(ii) if publicly rated by Standard St Poor’s, (A) is downgraded to “CCC’ or below by Standard & 
Poor's or (B) has the rating assigned to it by Standard & Poor’s withdrawn and, in either case, not reinstated within 
five Business Days of such downgrade or withdrawal; provided that if such Reference Obligation was assigned a 
public rating of at least “BBS-” or higher by Stands^ & Poor’s immediately prior to the occurrence of such 
withdrawal, it shall not constitute a Distressed Ratings Downpade if such Reference Obligation is assigned a public 
rating of at least “CCC+" by Standard & Poor’s widtin three calendar months after such withdrawal; or 

(iii) if publicly rated by Fitch, (A) is downgraded to “CCC”) or below by Fitch or (B) has the rating 
assigned to it by Pitch withdrawn and, in either case, not reinsated within five Business Days of such dowm^ade or 
withdrawal; provided that if such Reference Obligation was assi^ed a public rating of at least “BBS*” or higher by 
Filch immediately prior to the occurrence of such withdrawal, ii shall not constitute a Distressed Ratings Downgrade 
if such Reference Obligation is assigned a public rating of at least “CCC-t’” by Fitch within three calendar months 
after such withdrawal. 

The Reference Portfolio 

The Aggregate Reference Obligation Notional Amount on the Closing Date is expected to be U.S.S 
2,000,000,000. The Reference Obligations will consist of 100 issues across three categories of RMBS Securities. 
The Reference Portfolio will include RMBS Prime Mortge^e Securities, RMBS Midprime Mortgage Securities and 
RMBS Subprime Mortgage Securides. 

As of the Closing Date, (i) RMBS Prime Mortgage Securities are expected to make up approximately 
4.03% of the Aggregate Reference Obligation Notional Amount, (ii) RMBS Midprime Mortgage Securities are 
expected to m^e up approximately 34.00% of the Aggr^le Reference Obligation Notional Amount and (iii) 
RMBS Subprime Mortgage Securities are expected to make up approximately 41.33% of the Aggregate Reference 
Obligation Notional Amount. See Appendix B to this Offering Circular for cenain summary information with 
respect to the Reference Portfolio. 
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Removal of Refereoce Obligatioas from the Reference Portfolio 

Following a Writedown and the satisfaction of die Conditions to S^lement relating thereto, the Reference 
Obli^tion that is the subject of such Credit Event will not be removed from the Reference Portfolio, and such 
Reference Obligation may experience one or more subsequent Credit Events (including a Writedown). 

Following (i) die scheduled maturity, redemption or amonizatirm in full of a Ref^ence Obligation or (ii) a 
Credit Event other than a Writedown and die satisfaction of the Conditions to Settlement, the Reference Obligation 
that matured, redeemed or amortized in full or that is the subject of such Credit Event wilt be removed from the 
Reference Portfolio. Subject to the foregoing, if the Reference Obligation Noiiona! Amount of a Reference 
Obligaticm that suffered one or mon Writedowns is reduced to zero at any time on or prior to the Scheduled 
Termination Date and remains at Mro for a period of one calendar year, such Reference Obligation shall be removed 
from the Reference Portfolio as of the last day of such one calendar year period. The Ag^egate Reference 
Obligation Nolicmai Amount shall be decreased by the Reference Obligation Notional Amount of cu:h Reference 
Colligation removed from the Reference Portfolio. 

The Issuer will not have the authority to assign, terminate or otherwise dispose of any CDS Transaction on 
a discretionary basis. The only CSS Transactions that shall be assign, terminated or otherwise disposed of by the 
Issuer are CDS Transitions that reference Reference Obligations that are determined pursuant to the Collaterai 
Administration Agreonent by the Collateral Administrator, on behalf of the Issuer, to be Credit Risk Obligations. 
Pursuant to the terms of the indenture and subject to the restrictions contained therein and in the Liquidation Agency 
A^eement, the Liquidation Agent shall assign, terminate or otherwise dispose of, on behalf of the Issuer, any such 
COS Transaction that references a Reference CAiigation that is so determined to be a Credit Risk Obligation within 
one (1) year from the date on which the Collateral Administrator, on behalf of the Issuer, pursuant to the Collateral 
Administrtfion Agreement, identifies such Reference Obligation as a Credit Risk Obligation. The assignment, 
termination or disposition price for any such assignment, termination or disposition of a CDS Transaction that 
references a Reference Obligation that is so determined to be a Credit Risk Obligation will equal the fair market 
value of such CDS Transaction. The fair market value of any such CDS Transaction will be the hipest bid received 
by the Liquidation Agent aRer attempting to solicit a bid frem up to three independent third parties making a market 
in such CDS Transaction Uiat references a Reference Obligation that is so determined to be a Credit Risk Obligation, 
at least one of which is not from the Liquidation Agent or an afTiliate thereof; provided that, If upon commercially 
reasonable efforts of the Liquidation Agent, bids from three independent third parties making a market in such CDS 
Transaction are not available, the higher of (he bids from two such ditrd panies may be used; provided, fiirther that, 
if upon commercially reasonable efforts of the Liquidation Agent, bids from two independent third parties making a 
market in such CDS Transaction that references a Reference Obligation that is so determined to be a Credit Risk 
Obligation are not available, one such bid may be used. See “Risk Factors— >Notes~Static Transaction” and “—No 
Collateral Manager.” The proceeds from any such disposition of a CDS Tramsaction that references a Reference 
Obligation that Is so determined to be a Credit Risk Obligation (exclusive of any accrued interest) will be deposited 
to the Collateral Account for investment in Eligible Investments or Collateral Securities, and may be applied as 
Amortization Proceeds pursuant to the calculation of (he Amortization Payment Amount. A “Credit Risk 
Obligation” is a Reference Obligation (i) the rating of which has been (a) downgraded to below “BB*” or “fiaS” by 
any Rating Agency (but not including any Ref»’ence Obligations which are rated "BB-" or “Ba3'' and on credit 
watch for possible downgrade) or (b) withdrawn or, (ti) that is a Defaulted Obligation or (iii) that is a PIK Bond that 
has been deferring interest for at least twelve consecutive months. 

The Liquidation Agent, on behalf of the Issuer, may also (i) in the case of an Auction terminate the Credit 
Default Swap and liquidate the remaining Pledged Assets; provided, that the criteria for an Auction can be 
demonstrably met prior to any such disposition and that the expected Liquidation Proceeds equal or exceed the 
Minimum Bid Amount; (ii) in the case of a Tax Redemption on any Payment Date, dispose of the Credit Default 
Swap »id liquidate the remaining Pledged Assets in connection with a Tax Redemption; provided that the criteria 
for a Tax R^emplion can be demonstrably met prior to any such disposition and that (he expected Liquidation 
Proceeds equal or exceed the Total Redemption Amount; and (iii) in the case of an Optional Redemption, dispose of 
the Credit Default Swap and liquidate the remaining Pledged Assets in connection with an Optional Redemption; 
provided that the criteria for an Optional Redemption can be demonstrably met prior to any such disposition and that 
the expected Liquidation Proceeds equal or exceed the Total Redemption Amount. See “Description of the Notes — 
Auction.” “ — Tax Redemption” and "-Optional Redemption." 
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Credit Default Swap Cariy Termination 

Tlie issuer will have the ri^t to terminide the Credit Default Sw^ upon the occurrence of an “Event of 
Default" Of 'Termination Event,” including, but not limited to, (a) payment defaults by the Credit Protection Buy«- 
and any guarantor lasting a period of at least three local business days, (b) a default by the Credit Protection Buyer 
or any guarantor on specific financial transactions as specified in the Cr^it Deftuh Swap, (c) bankrup^-related 
events applicable to the Credit Protection Buyer or wiy guarantor, (d) any redemption of the Notes in whole, (e) a 
liquidation of ail the Pledged Assets following the occuirwce of an Event of Default under the indenture, (f) it 
becomi^ unlawful for the Issuer to perform its obligations ander the Credit Default Swap and the Issuer is not able 
to tiansffu^ its obligations to a difTcrent jurisdiction or substitute another entity in its place so that such illegality 
ceases to apply, (g) because of (x) any action taken by a taxing authority, or brou^t in a court, on or after the 
Closing Date or (y) a change In tax law, there is a substantial likelihood that the Issuer will be required to (1) make a 
“gross-up” payment or {2} receive a payment subject to wjdiht^ding for which another party is not required to make 
a “gross-up” payment or (h) die unsecured, unsubordinated debt rating of the Credit Protection Buyer or any 
guarantor of the Credit Protcctitm Buyer, whichever is hi^er, assigned by S&P or Moody's at any time falls below 
"AA-” (or is on dowigrade watch at “AA-*^ or “Aa3" (or is on downgr^e watch at ”Aa3''). ih* Credit Protection 
Buyer fails to make an Expected Fixed Payment as set forth in the Credit Default Swap and the Credit Protection 
Buyer, or its guanuitor, fails to either (a) transfer all of its rights and obligations under the Credit Default Swap to 
another entity which has such ratings or (b) cause an entity >^ich has such ratings to guarwitee or to provide an 
indemni^ in respect of the Credit Protection Buyer's or its guarantor's, obligations under the Credit Default Swap 
which satisfies the Rating Agency Condition. 

The Credit Protection Buyer will have the right to terminate the Credit Default Swap upon the occurrmce 
of an "Event of Default” or “Termination Event” under the Credit Default Swap, including, but not limited to (a) an 
Event of Default under the Indenture caused by a payment default by the Issuer lasting a period of at least three local 
busine» days, (b) any redemption of the Notes in v^te. (c) bankruptcy-related events applicable to the Issuer, and 
(d) a liquidation of all the Pigged Assets following the occurmwe of an Event of Default under the Indenture, (e) H 
becomes unlavriul for the Credit Prelection Buyer to perform its obligations under the Credit Default Swap and the 
Credit Protection Buyer is not able to transfer its obligations to a different jurisdiction or substitute another entity in 
its place so that such illegality ceases to apply, or (f) because of (x) wy action taken by a taxing authority, or 
brought in a court, on or after the Closing Date or (y) a change in tax law, there is a substantial likelihood that the 
Credit Protection Buyer will be required to make (I) a “gross-up" payment or (2) receive a payment subject to 
withholding for which another party is not required to make a “gross-up” payment. If the Master Agreement and the 
CDS Transactions made thereunder are terminated, the Issuer will no longer receive payments from the Credit 
Protection Buyer and will likely not have sufficient funds to make payments when due on the Notes and may not 
have sufficient funds to redeem the Notes in full. 

Upon the Trustee having actual knowledge of tire occurrence of any event (hat gives rise to the right of the 
Issuer to terminate the Credit Default Swap, the Trustee or the Fiscal Agent, as applicable, will as promptly as 
practicable notify the Noteholders of such event but will only terminate any such agreement on behalf of the Issuer 
(i) at the direction of a Majority of the Income Notes or (ti) (a) upon the redemption of the Secured Notes in full, (b) 
if the principal balance of the Secured Notes is reduced to zero or (c) upon the acceleration of the Secured Notes in 
accordance widt the terms of the Indenture. The Issuer is required to satisfy the Rating Agency Condition prior to 
any (i) replacement of the Credit Protection Buyer or (ii) assignmoil of (he Credit Default Swap. In connection with 
any Noteholder vote to terminate the Credit Default Swap, any Notes held by or on behalf of the Credit Protection 
Buyer or any of their respective Afllliates will have no voting rights and will be deemed not to be outstanding in 
connection with any such vole. The failure by the Issuer to pay a Credit Protection Amount as a result of the Senior 
Swap Counterparty's failure to pay the Senior Swap Funding Amount will not be a default under the Credit Default 
Swap. 


If an Event of Default or a Termination Event occurs under the Credit Default Swap and (i) the Credit 
Protection Buyer b the Defaulting Party or Affected Party, “Market Quotation" and “First Method" will apply and 
otherwise (ii) "Market Quotation" and "Second Method” will apply, in each case as set forth in the Credit Default 
Swap, to value the CDS Transactions under the Credit Default Swap. 
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Payntents on Credit Defaalt Smp Eariy TcnniBatioQ 

Payments by the Issuer. Upon the occurrence of a Credit Default Swap Early Termination, the Issuer will 
be required to pay to die Oedit Protection Buyer the following amounts: 

(I) my Physical Settlement Amouna owed 1^ die Issuer to the Credit Protcctitm Buyer for any Credit 
Events th^ occw on or prior to the Credit Default Swap Early Terminatitm Date for vdiich the 
Conditions to Settlement have been satisfied; and 

(it) any Credit Default Swap Termination Payment due to the Credit Proteaion Buyer. 

Payments by the Credit Protection Buyer. Upon the occurrence of a Credit Default Swap Eariy 
Termination, the Credit Proteaion Buytf will be required to pay to the Issuer the following amounts: 

(i) any accrued but unpaid Fixed Amounts and Additional Fixed Amounts; and 

(ii) any Credit Default Swap Termination Payment due to the Issuer. 

There can be no assurance that, upon early termination by the Issuer or the Credit Protection Buyer, either 
the Credit Protection Buyer would be required to make any tennination payment to the Issuer or, if it did make such 
a payment, the amount of the termination payment made by the Credit Protection Buyer would be sufficient to pay 
any amounts due in respect of the Notes. If the Issuer is required to make a Credit Default Swap Termination 
Payment to the Credit Protection Buyer, such termination payment may be substantial and may result in tosses to the 
holders of die Notes. 

Amendment 

The Credit Default Swap may be amended only with (i) the satisfaction of the Rating Agency Condition, 
(ii) the consult of the Noteholders (in a percentage as would have been required had such amendment been taken 
pursuant to this Indenture), (iii) the consent of the Collateral Put Provider (v^ich consent shall not’ be unreasonably 
withheld), (iv) the consent of the Liquidation Agent (which consent shall not be unreasonably withheld) and (v) the 
consent of the Senior Swap Counterparty (which consul riiall not be unreasonably withheld); provided however, 
that (A) with respect to (ii such condition need not be satisfied with respect to any amendmeni that corrects a 
manifest error and (B) with respect to (ii), (iii), (iv) and (v), nich consent shall not be required, if, in reliance on an 
opinion of counsel or an officer's certificate of the Liquidation Agent, the Issuer determines that such amendment 
wttuld not have a material adverse effect on such party. 

Guarantee 

The GS Croup will gu^ntee the obligations ofthe Credit Protection Buyer under the Credit Default Swap. 

THE CREDIT PROTECTION BUYER 

The initial Credit Protection Buyer under the Credit Default Swap will be Goldman Sachs intemafionai. 
The swap guarantor with respect to the Credit Default Sw^ is The Goldman Sachs Croup, Inc., a Delaware 
corporation (the "CS Croup”), which is an affiliate of the Credit Protection Buyer. Goldman Sachs International is 
located at Peterborough Court 133 Fleet Street, London EC4A 2BB. 

The Annual Report on Form 10-K for the fiscal year ended November 30, 2005 filed by GS Group with the 
SEC (enher than, in each case, documents or inforraation deemed to have been furnished and not filed in accordance 
with SEC rules) wilt not form part of a prospectus prepared for the purposes of admission to the official list of the 
Irish Stock Exchange and to trading on its regulated market should any Notes be listed on such exchange. 


too 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821295 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00849 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



846 


Footnote Exhibits - Page 3104 


CS Group, togc^er with its subsidiaries, is a giobal tnvesunent banking, securities and investment 
management firm that provides financial serviMS worldwide to clients that include corporations, financial 
institutions, governments and high nct^worOi individuals. 

Any idat«nent contained in a document tncorponted or deemed to be incorp(»ated by reference into this 
Offering Circular, or contained in dits Offering Circular, will be deemed to be modified or superseded fw purposes 
of this Offering Circular to the extent that a statement con»ined herein or in any oth«^ subsequently filed document 
which also is or is denned to be incorporated by reference herein, modifies or suposedes such statement. Any such 
staiemenl so modified or superseded vnll not be deemed, except as so modified or superseded, to constitute a part of 
this Offering Circular. GS Croup's filings with the SEC are available to the public through the SEC’s Internet site at 
http://www.sec.gov, and throu^ dte New York Stock Exchange. 20 Broad Street, New Ycu'k, New York 10003, on 
which GS Grtmp’s common stock ts listed. 

The Notes do not represent an obligation of, and wrill not be insured or guaranteed by, GS Group or any of 
its subsidiaries and investors will have no rights or recourse against GS Croup or any of its subsidiaries. 

THE COLLATERAL SECURITIES 


The Initial Collateral Securities 

Pursuant to the Credit Default Swap, die Issuer will use the net proceeds from the offering of the Notes to 
purriiase Collatcrd Securities and Eligible Investments (having an initial principal amount as of the Closing Date of 
approximately U.S.S800,0(M,0CK)). 

The Collateral Securities or EligiUe investments for deposit in the CoUatcral Account, as applicable, are 
required to satisfy the following “Collateral Securities Eligibility Criteria”; 

(i) it is rated "Aae” by Moody’s and, if such asset has a short-term rating from Moody's, “P-I and 
“AAA” by S&P, and, if such asset has a short-term rating from S&P, it must be“A*l+"; 

(ii) it U expected to have an outstanding principal balance of less than U.S.S!,000 afrer the Stated 
Maturity of the Class A-f Notes, assuming a constant prepayment rate since the date of purchase equal to Che 
constant prepayment rate reasonably expected by the Liquidation Agent as of the dale of purchase; 

(iii) afrer uking into consideration the addition of any such security (a) at least 40% of the Collateral 
Securities by principal balance have an expected average life (calculated by the Liquidation Agent based on market 
prepayment assumptions) of less than or equal to l.Oyear.(b) 100% of the Collateral Securities by principal balance 
has an expected average life (calculated by the Liquidation Agent based on market prepayment usumptions) of less 
than or equal to 2.0 years, and (c) afrer Closing Date, the expected weighted average life (calculated by the 
Liquidation Agent based on market prepayment assumpikms) of the Collateral Securities does not exceed the 
expected weighted average life of the Reference Portfolio at such time; 

(iv) after taking into consideration the addition of any such security, the aggreg^e of the weighted 
average spread and the rate of the related index of the Collateral, in the aggregate, is at least equal to LIBOR plus 
0.05% per annum or if prior to acquisition of such Collateral Security or Eligible Investment the aggregate of the 
weight^ average spread and the rate of the related index of the Coliaiera) was less than LIBOR plus 0.03% per 
annum, such acquisition would maintain or improve the aggregate of the weighted average spread and the rate of the 
related index of the Collateral; 

(v) afrer taking into consideration the addition of any such security, no more than 2S% of the 
Coliatersl Securities by principal balance has single counterparty exposure irtciuding servicer, issuer and put swap 
counterparty exposure; 

(vi) provides for payments of monthly periodic interest at s floating rate and for a payment of principal 
in full at its final maiuriiy; 
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(vii) each such security satisfies tiie definitioii of an “Eligible Investment” or is a Residenti^ Moitgage* 
Backed Security, a Commercial Mortgage-Backed Security or an Asset-Backed Security; 

(viii) at least 70% of the Coilatetal Securities by principa! balance consists of Asset-Backed Securities 
and Residential Mortgage-Backed Securities; 

(ix) shall not have a tnaturi^ later than the Stated Maturity with respect to the Notes (other than the 
Class S Notes); and 

(x) after taking into consideration the addition of any such security, the weighted average life of the 
Collateral Securities is not longer than the weighted average life of Ute Notes Outstanding. 

The Coliaterai Securities are expected to be purdtased in a face amount equal to the initial Ag^gate 
Notional Amount of the Credit Default Swap. Under the tenns of the Indenture, all Collateral Securities are 
required to be deposited in Uie Collatoal Account for the beneBi of the Credit Protection Buyer. The Issuer will 
also grant to the Trustee for die beneft! of the Secured Parties, a security interest in the Collateral Securities, subject 
to the lien of the Credit Protection Buyer, and shall notify the Credit Protection Buyer of such security interest The 
Issuer must obtain the consent of the Credit Protection Buyer with respect to any initial Collateral Securities 
purchased by the Issuw and any Collateral Securities purchased thereaher. 

Principal payments on the Collateral Securities prior to the termination of the Credit Default Swap shall be 
held in 3cc(Kdance with the Cr^it Default Swap In (he Coii^rai Account and invested in Eligible Investments until 
reinvested in Coliaterai Securities which satisfy the Collateral Securities Eligibility Criteria with tiie consent of the 
Credit Protection Buyer. 

The Liquidation Agent, on behalf of the Issuer, will obtain the funds to pay Credit Protection Amounts 
(which, for the avoidance of doubt, will not include Defaulted Swap Termination Payments) by (i) applying the 
Collateral Liquidation Procedure and (ii) after the Balance of the Collateral Account has been reduc^ to zero, 
demanding payment under the Senior Swap equal to the lesser of the Credit Protection Amount due (net of any 
amount applied pursuant to subclause (i)) and the Outstanding Notional Amount of the Senior Swap. 

If the Notes become due in connection wHh an Optional Redemption, Tax Redemption or Auction, (i) the 
Liquidation Agent, on behalf of the Issuer, will assign or terminate the Credit Default Swap and liquidate all of the 
Collateral Securities and Eligible investments in the Collateral Account and all Delivered Obligations in the 
Delivered Obligations Account and (ii) the Issuer will pay to the Credit Protection Buyer any Credit Default Swap 
Termination Payments the Issuer is required to pay to the Credit Protection Buyer (if any) in connection with any 
assignment or termination of the Credit Default Swap. Ccitain amounts will be held back if one or more outstanding 
Credit Events or Floating Amounts remain due as of a Redemption Date. 

If the Credit Default Swap is terminated in connection with the occurrence of an Event of Default or 
Termination Event (each as defined in the Master Agreement), the Liquidation Agent, on behalf of the Issuer, will 
pay to the Credit Protection Buyer any Credit Default Swap Termination Payments (which, for the avoidance of 
doubt, will not include Defaulted Swap Termination Payments) owed by the Issuer to the Credit Protection Buyer by 
(i) applying the Collateral Liquidation Procedure and (ii) after the Balance of the Collateral Account has been 
reduced to zero, demanding payment under the Seniw Sw^) equal to the lesser of the Credit Protection Amount due 
(net of any amount applied pursuant to subclause (i)) and the Outstanding Notional Amount of the Senior Swap. 
Certain amounts will be held back if one or more outstanding Credit Events exist or Floating Amounts remain due as 
of any termination date. 

For purposes of the Coverage Tests and for purposes of determining whether a Credit Default Swap is a 
Credit Risk Obligation, a Credit Default Swap shall be included as a Pledged Asset having the characteristics of the 
Reference Obligation and not of the Credit Default Swap; provided, that if such Credit Protection Buyer is in default 
under the related Credit Default Swap, such Credit Default Swap shall not be included in the Coverage Tests or such 
Credit Default Swap will be treated in such a way that will satisfy the Rating Agency Condition. 
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Sabstitution of Collateral Securities 

From time to time following the Closing Date, any Holder of any Hole may submit to the Trustee or tfie 
Fiscal Agent, as applicable, a CoilatCTa! Securities Substiwtion Request Notice requesting substitution of one or 
more securities for one or more existing.Collateral Securities, in ^ole or in pcul Following receipt of such request, 
pursuant to the Collateral Administration Agreement, the Collateral Administrator, on of the !s»ier, wiii 
determine the BIE Transaction Cost. Upon such (tetenninaiion by the Collateral Administrtior, the Trustee or the 
Fiscal Agent, as applicable, will deliver a Collateral Securities Substitution Information Notice to the Originatii^ 
Noteholder. 

Within five Business Days of receiving a Collateral Securities Substitution Information Notice, the 
Originating Noteholder must (i) noti^' the Trustee or the Fiscal Agent, as applicable, whether it wishes to proceed 
with the proposed substitution and, if so (ii) agree to pay any BIE Transaction Cost (regardless of whiter die 
Holders of a Majority of the Notes of each Class and the Senior Swap Countopar^ consent to such proposed 
substitution) (the occurrence of subclauses (i) uid (ii), a “Substitution Confirmation"). If a Substitution 
Confirmation is not received by the Trustee or the Fiscal Agent, as applicable, within the time period specified 
above, the related request will be deemed to be void and of no further effect. Upon the recei|M of a Substitutkm 
Confirmation, the Trustee or die Fiscal Agent, as applicable, will deliver a BIE Consent Solicitation Notice to all 
Holders ofNotes, including the Originating Noteholder and the Senior Swap Counterparty with a co|^ to the Credit 
Protection Buyer. Upon receipt of such BIE Consent Solidlation Notice, each Holder of a Note and the Senior 
Swap Counterpart may, on or prior to the BIE Notification Date, submit vnitten notice to the Trustee or the Fiscal 
Agent, as applicable, indicting either (1) approval or (2) disapproval of any proposed BIE Consent Solicitation 
Notice by the BIE Notiftcation Date. If the BIE Consent Solicitation Notice fails to receive the affirmative approval 
of the Holders of a Majority of each Class of Notes by the BIE Notification Date or the Senior Swap Counterpart 
does not approve the BIE Consent Solicitation Notice by ihe BIE Notification Date, the Trustee or the Fiscal Agent 
will deliver a Collateral Securities Substitution Noteholder Refusal Notice to (he Originating Noteholder and the 
related Collateral Securities Substitution Request Notice will be deemed void and of no further effect. If the BIE 
Consult Solicitation Notice receives the approval of each of (I) Holders of a Majority of each Class ofNotes and (2) 
the Senior Swap Counterparty, the Trustee or the Fiscal Agent, as applicable, will deliver a BIE Acceptance Notice 
to the Originating Noteholder and the Liquidation Agent. 

Upon receipt of the BIE Acceptance Notice and confirmation from the Trustee (}) that the Originating 
Noteholder has paid the BIE Transaction Cost to the Trustee and (2) that the relevant BIE Collateral Securities have 
been delivered to Ihe Trustee, and the par amount of such delivered BiS Collateral Securities is at least equal to each 
of (he par amount of each of the Collateral Securities to be substituted, the Trustee shall release its lien on the par 
amount of the relevant existing Collateral Securities to be substituted and deliver the par amount of such substituted 
Collateral Securities to such Originating Noteholder. 

If (i) any BIE Collateral Security is not delivered to the Issuer or (11) the Issuer is not paid the BIE 
Tfutsaction Cost, in each case by the end of the BIE Exercise Period identified in the BIE Acceptance Notice, the 
BIE Acceptance Notice and the Collateral Securities Substitution Request Notice will be deemed void and of no 
further effect. 

Voting and Other Matters Relating to Collateral Securities and Delivered Obligations 

Under the Indenture, where the issuer, as die beneficial owner of a Collateral Security or Delivered 
Obligation, or Ihe Trustee, as the registered owner of a Collateral Security or Delivered Obligation, has the right m 
exercise a vote or consent to (or otherwise sf^rove oO (■) sty action, or inaction, pursuant to the terms of sudi 
Collateral Security Delivered Obligation and its relat^ underlying documentation or (ii) an offer by the issuer of 
such Collateral Security or Delivered Obligation or by any other person to purchase or otherwise acquire such 
Collateral Security or Delivery] Obligation or to convert or exchange such Collateral Security or Delivered 
Obligation for cash or aiiy other- consideration, the' Trustee, as directed by the applicable holders, acting in its 
capacity as registered owner of such Collateral Security or Delivered Obligation, shall direct the issuer’s vote be 
cast in the following manner: (x) if other holders of the class of which such Collateral Security or Delivered 
Obligation is a part respond to such solicitation for vole or consent, in the same manner as the votes of a plurality of 
the other voting holders of such class (based on the Principal Balance of such Collateral Security or Delivered 
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Obligation), (y) if no oAer holders of such class exercise a vote or if Acre are no other hold&t of suc^ class, but 
holders of different classes Usued under the same ^veming instrument respond, in the same manner as the vot^ of 
a plurality of Che voting holders of all classes issued under the governing instrument pursuant to which such 
Collateral Security or Delivered Obligation v»s issued (based on the Principal Balance of all such classes and 
treated as a single class) or (x) if no holdos of luiy class i^ued under the same governing instrument respond or if 
there are no odter holders, dte Issuer's vote shall be exercised against such action or inaction. 

THE SENIOR SWAP 


General 


The following description of the Swior Swap is a stunmary of certain provisions of the Senior Svrap. The 
following summmy does not purport to be complete, and is qualified in its entirety by reference to dte detailed 
provisions of the Senior Sw^. 

On the Closing Date, GSI, as Senior Swap Counterparty, will enter into the Senior Swap with the Issuer. 
The Senior Sw^ will provide for the periodic payment by the Issuer of the Senior Swap Premium on each Payment 
Dale at the rate of 0.20% per annum on the Outstanding Notioital Amount thereof for each Interest Accrual Period. 
Such Senior Swap Premium will be calculated on the basis of a year of 360 days and the actual number of days 
elapsed. The Issue’s c^ligations under the Senior Swap will be secured under the Indenture. The Senior Swap is not 
offered hereby. 

To the extent a Floating Amount (oAer than those related to Interest Shortfalls) or Credit Oefauli Swap 
Termination Payment becomes due from the Issuer widi respect to the CDS Transactions and the Balance of the 
Collateral Securities and Eligible Investments in the Collateral Account have been reduced to zero, the Senior Swap 
Counterparty wit] be required to make a payment (any such payment, a ''Senior Swap Funding Payment”) to the 
Issuer to fund such amounts in accordance with the Senior Swap in an amount equal to the lesser of the amount due 
and the Outstanding Notional Amount (any such amount, a "Senior Swap Funding Amount”). To the extent the 
Issuer receives Writedown Reimbursemmt Payment Amounts or Principal Shortfall Reimbursement Payment 
Amounts after the Senior Swap Counterparty has made a Senior Swap funding Payment, (i) the Trustee, on behalf 
of the Issuer, will pay such amounts directly to the Senior Swap Counterparty until all Senior Swap Funding 
Payments have been reimbursed to the Senior Swap Counttrpaily and (ii) otherwise, the Trustee, on behalf of the 
Issuer shall deposit such amounts in the Collateral Account. 

The Issuer will have the right to terminate the Senior Swap upon the occurrence of an “Event of Default” or 
"Termination Event,” including, but not limited to. (a) payment defaults by the Senior Swap Counterparty end any 
guarantor lasting a period of at least three local business days, (b) a default by the Senior Swap Counterparty or any 
guarantor on specifre financial transactions as specified in the ^nior Swap, (c) baidcruptcy-related events applicable 
to the Senior Swap Counterparty or any guarantor, (d) any redem):4ion of the Notes in whole, (e) a liquidation of all 
the Pledged Assets following the occurrence of an Event of Default under the Indenture, (f) it becomes unlawful for 
the Issuer to perform hs obligations under the Senior Sw9p and the Issuer is not able to transfer its obligations to a 
different jurisdiction or substitute another entity in its place so that such illegality ceases to apply, or (g) because of 
(x) any action takm by a taxing authority, or brought in a court, on or afrer the Closing Date or (y) a change in tax 
law, there is a substantial likelihood that the Issuer will be required io(l) make a "gross-up” payment or (2) receive 
a payment subject to withholding for which another party is not required to make e "gross-up” payment. The Issuer 
will terminate the Senior Swap only (i) upon the termination of the Credit Default Swap or the acceleration of the 
Notes or (ii) upon the replacement of ^e Senior Swap Counterparty pursuant to the terms of the Senior Swap and 
with the consent of the Credit Protection Buyer and subject to the satisfaction of the Rating Agency Condition. 

The Senior Swap Counterparty will have the right to terminate the Senior Swap upon the occurrence of an 
“Event of Default” or "Termination Event” under the Senior Swap, including, but not limited to (a) an Event of 
Default under the indenture caused by a payment-default by the Issuer lasting a period of at least three local business 
days, (b) any redemption of the Notes in whole, (c) bankruptcy-related events applicable to the issuer, and (d) a 
liquidation of all the Pledged Assets following the occurrence of an Event of Default under the Indenture, (e) it 
becomes unlawful for the Senior Swap Counterparty to perform its (^ligations under the Senior Swap and the Senior 
Swap Counterparty is not able to transfer its obligations to a differeni jurisdiction or substitute another entity in its 
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place so such inegality ceases (o apply, or <0 because of(x) any action taken by a taxing uithon'ty, or brought m 
a court, OR or after the Closing Dale or (y) a ch^ge tn tax law, there is a substantial likelihood that the Senior Swap 
Counterparty wit), on the next succeeding payment date be required to make (1) a “gross-up” payment or (2) rKcive 
a payment subject to withholding for which another party is not required to make a ”gross-up” payment. 

If an Event of Default or a Termination Event occurs under the Senior Swap, “Market (^Wion" and 
“Second Metihod” will be applied to det«mine any related termination or assi^ment payments; provided however, 
that if the Issua* is the sole Affected Party or the Defaulting Party in respect of such Evoit of Default or Termination 
Event. (!) the Issuer wilt pay to the Seniw^ Swap Counierpany any accrued but unpaid Senior Swap fhemium 
Amounts, (ii) dte Senior Swap Counterparty will pay to the issuer any unpaid Senior Swap Funding Payments and 
(iii) no other amounts shall be paid by the Issuer to the Senior Swap Counterparty or by the Senior Swap 
Counterparty to the Issuer. Notwithstanding the foregoing, no termination payments will payable by the Senior 
Swap Countnparty or the Issuer m connection with an Optional Tenninalion of (he Senior Swap. Any termin^ion 
payments paid by the Senior Swap Counterparty to the Issua will be deposited into the Coliatcra! Account. 

Amendment 

The Issuer will enter inU) any agreement amending, modifying or terminating the Senior Swap with tiie 
consent of die Senior Swap Counterparty, (a} only with the consent of the Credit Protection Buyer, (b) upon the 
satisfaction of the Rating Agency Condition, (c) with the consent of the Collateral Put Provider (whidi consent dial! 
not be unreasonably withheld) and (d) with the consent of the Liquidation Agent (which consent sbai! not be 
unreasonably withheld); provided however, diat with respect to (c) uid (d), sudi consent shall not be required, if, in 
reliance on an opinion of counsel or an Officer’s certificate of the Liqui^tion Agent, the Issuer determines that such 
amendment would not have a material adverse effect on any such party. 

Guarantee 

The GS Group wifi guarantee the obligations of the Senior Swap Counterparty under the Senior Swap. For 
a description of the GS Group, see "The Credit Protectiori Buyer” above. 

THE COLLATERAL PUT AGREEMENT 

The fallowing description of the Collateral Pul Agreement Is a summary of certain provisions of the 
Collateral Put Agreement. The following summary does not purport to be complete, and is qualified in its entirety by 
reference to the detailed provisions of the Collaieral Put Agreement. 

The Notes do not represent an obligation of the Collateral Put Provider. Noteholders will not have any right 
to proceed directly against the Collateral Put Provider in re^ct of the Coliatera) Put Provider’s obligations under 
the Collateral Put Agreement. However, the Holders of a Majority of the Income Notes will have the right to direct 
the Issuer with respect to the enforcement of any claims that it may have against the Collateral Put Provider. 

On each Payment Date, the Issuer will pay to the Collateral Put Provider an amount, in Dollars, (each, a 
“Coitateral Put Provider Fee”) equal to the product of: 

(i) a rate of 0.05% per annum; and 

(ii) the aggregate Principal Balance of the Collateral Securities and Eligible Investments in the 
Collateral Account on the first day of the preceding Interest Accrual Period; and 

(iii) the actual number of days in the preceding Interest Accrual Period divided bv 360. 

If and' so long as the unsecured; unsubordinated debt rating of the Collateral Put Provider or the credit 
support provider for the Collateral Put Provider, whichever is higher, assigned by Moody’s is below “Al", all 
principal payments on the Collateral Securities and Eligible Investments in the Collateral Account wit! be 
maintained in cash and Eligible Investments (unless otherwise required to be applied, in accordance with the terms 
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of the Indenture, to either (i) the payment of the N«es Is accordance with the Priority of Payments or (it) die 
payment of Cruiit Protection Amounts) until such time as the Balance of the cash and Eligible investments in the 
Collateral Account is equal to the Aggregate Outstanding Amount of the Class A Notes and the Class 3 Notes. 

EfTective Date and Scheduled Termination 

The effective date of the Collateral Put Agreement will be the Closing Date. 

Unless terminated prior to its scheduled termination date, the Collateral Put Agreement will terminate on 
April 12,2042. 

Payments and Delivery 

in connection with »y liquidation of the Collateral Securities and Eligible Investments (other than Put 
Excluded Collateral) in connection with the payment by the Issuer of any Credit Protection Amounts to the Credit 
Protection Buyer if (x) the Liquidation Agent is unable to obtain at least lOOV* of par for a Collateral Security or at 
least i(K)% of par for Eligible Investments (in each case (i) other than Put Excluded Cc^laieral and (it) excluding any 
accrued and unpaid interest), the Liquidation Agent will dien, on behalf of the Issuer, exercise the Issuer’sjigN 
under the Collateral Put Agreement pursuant to which the Liquidation Agent will deliver such Collateral Securities 
and Eligible Investments (other than Put Excluded Ctdlaieial) to the Collateral Put ^ovtder in exchange for the 
payment by the Collateral Put Provider to the Issuer of an amount equal to 100% of par for such Collaterrd 
Securities and Eligible Investments (plus accrued and unpaid interest). 

Collateral Put Agreement Early Termioatlon 

If an Event of Default or a Termination Event occurs under the Collateral Pul Agreement, ‘‘Market 
Quotation” and “Second Method” will be applied to determine any termination or assignment payments payable; 
provided however, that if the issuer is the sole Affected Party or die Defaulting Party in respect of such Termination 
Event or Event of Default, (i) the Issuer will pay to the Collateral Put Provider any accrued but unpaid Collateral Put 
Provider Fee Amounts, (ii) the Collateral Put Provider will pay to the Issuer the Strike Price (as defined in the 
Collateral Put Agreement) in respect of any exercised Cations (as defined in the Collateral Put Agreement) in 
respect of which settlement has not yet occurred (upon delivery of the related Collateral Securities or Eligible 
Investments, as applicable, by the Issuer) and (iii) no other amounts will be paid by the Issuer to the Collateral Pul 
Provider and by the Collateral Put Provider to the Issuer. 

The Issuer will have (he right to terminate the Collateral Put Agreement upon the occurrence of an “Eveni 
of Default” or “Tennination Event," including, but not limited to, (a) payment defaults by the Collateral Put 
Provider and any guarantor lasting a period of at least three local business days, (b) e default by the Collateral Put 
Provider or any guarantor on specific financial transactions as specified in the Collateral Put Agreement, (c) 
bankruptcy-related events applicable to the Cotlateral Put f^vider or any guarantor thereof, (d) any redemption of 
the NtMes in whole, (e) a liquidation of all the Pledged A^ets following the occurrence of an Event ofDcfault under 
the Indenture, (f) it becomes unlawful for (he Issuer to p^form its obligations under the Collateral Put Agreement 
and (he Issuer is not able to transfer its obligations to a different jurisdiction or substitute another entity in its place 
so that such illegality ceases to aj^iy or (g) because of (x) any action taken by a taxing authority, or brought in a 
court, on or after the Closing Date or (y) a change in tax law, there is a substantial likelihood (hat the Issuer will be 
required to(l) make a “gross-up” payment or (2) receive a payment subject to withholding for which another party 
is not required to m^e a ”gross-up” payment. 

The Collateral Pul Provider will have the rigN to terminate the Collateral Pul Agreement upon the 
occurrence of an "Evwtt of Default” or “Termination Event” under the Collateral Put Agreement, including, but not 
limited to (a) an Event of Default under (he indenture caused by a payment default by the Issuer lasting a period of 
at least three local business d8ysr(b) any redemption of the Notes in whole, (c) bankruptcy-related events applicable 
to the Issuer, and (d) a liquidation of all the Pigged Assets following the occurrence of an Event of Default under 
the indenture, (e) it becomes unlawful for the Collateral Put Provider to perform its obligations under the Collateral 
Put Agreement and the Collateral Provider is not able to transfer its obligations to a different jurisdiction or 
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substitute another entity in its place so that sudi illegality ceases to apply, or (f) because of (x) any action taken by a 
taxing au^ority, or brought in a court, on or after the Closing Dale or (y) a change in tax law there is a substantia! 
likelihood that it wiil, on the next succe^ing payment date be required to make (I) a “gross-up" paymntt or (2) 
receive a payment subject to withholding for whi^ another party is not required to a ‘'^ss-up" payment. 

Upon the Trustee having actual knowledge of the occurrence of any event that gives rise to the right of the 
Issuer to terminate the Collateral Put Agreement, the Trustee or the Fiscal Agent, as applicable, will as promptly as 
practicable notify the Not^olders of such evoit but the Trustee will only terminate the Collatenl Put Agreement on 
behalf of the Issuer (i) at the directimi of a Majority of the income Notes or (ii) upon the termination of the Credit 
Default Swap. Hie Issuer is required to satisfy the Rating Agency Condition prior to any (i) replacement of the 
Collateral Put Provido* or {ii) assignment of the Collateral Put Agreement, in connection with any Noteholder vote 
to terminate the Collateral Put Agreement, any Notes held by or on behalf of ftie Collateral Put Provider or any of its 
Affiliates will have no voting rights and will deemed not to be Outstanding in connection with any such vote. 

Amendment 

The Collateral Put A^eement may be amended at any time with the consent of the Collateral Put Provider 
only with (i) the sMisfaction of ftie Rating Agency Condition, (ii) the consent of the Noteholders (in a percentage as 
would have been required had such amendment been taken pursuant to this Indenture), (iii) the consent of the Credit 
Protection Buyer (which consent shall not be unreasonably withheld), (iv) the consent of the Liquidation Agent 
(which consont shall not be unreasonably withheld) and (v) the consent of the Senior Sw^ Counterparty (whidi 
consent shall not be unreasonably wKhheld); provided however, that (A) widi respect to (i), such condition need not 
be satisfied with respect to any amendment that corrects a manifest error and (B) with respect to (ii), (iii), (iv) and 
(v). such consent ^all nm be required, if. in reliance on an opinion of counsel or an officer’s certificate of the 
Liquidation Agent, the Issuer determines that such amendment would not have a material adverse effect on such 
party. 

Guarantee 

The GS Group wiii guarantee the obliguions of the Collateral Put Provider under the Collateral Put 
Agreement. For a description of the GS Group, see “The Credit Protection Buyer” above. 

THE LIQUIDATION AGENCY AGREEMENT 

The foUowlHg summary describes eeriain provisions of the Uguidatfon Agency Agreement. The summary does not 
purport to be complete and is subject to. and qualified in its entirely by reference to. the provisions of the 
Liquidation Agency Agreement. 

General 


The Liquidation Agent will, on behalf of the Issuer, pursuant to the Liquidation Agency Agreement, 
(i) assign, terminate or otherwise dispose of (a) CDS Transactions the Reference Obligations of which are 
d^ermined by the Collateral Administrator, on behalf of the Issuer, pursuant to the Collateral Administration 
Agreement, to be Credit Risk Obligations or (b) Delivered Obligations, (ii) sell, assign, terminate or otherwise 
dispose of the COS Transactions, Collateral Securities, Delivered Obligations and Eligible Investments of the issuer 
in connection with (a) a redemption of the Notes as a result of an Optional Redemption, a Tax Redemption, an 
Auction or as otherwise required under the Indenture as described therein and (b) on acceleration of the Notes as a 
result of an Event of Default as required under the Indenture os described therein and (iii) perform certain other 
functions, as described herein. The Liquidation Agent will have twelve (12) months to assign, terminate or 
otherwise dispose of (a) CDS Transactions foe Reference Obligations of which are determined pursuant to the 
Collateral Administration Agreement by the Collateral Administrator, on behalf of foe Issuer, to be Credit Risk 
'obligations and (b) Deliver^ Obiigaiiohs in accordance with the terms of foe Liquidation Agency Agreement (such 
twelve months measured from foe date the Liquidation Agent is notified of either (I) sudi determination by the 
Collateral Administrator or (2) the receipt of such Delivered Obligation by the Issuer, as applicable). The proceeds 
of such sale of Delivered Obligations will be deposited into foe CoUaterai Account and invested in Eligible 
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investments and CoUaterai Securities selected at the direction of the Liquidation Agent, in addition, any principal 
proceeds received on such Delivered Obii^tions prior to such sale, will be d^>osited into the Collster^ Account. 
The Liquidation Agoit will ha\^ do abtii^ or authority to direct the assis?tm(»it, tennination or odier disposition of 
any CDS Traiuactions. The Liquidation Agent will not provide investment advisory services to the Issuer or act as 
the “collateral manager” for the Credit Defruilt Swap. The Liquidation Agent will not have flducnaiy duties to 
Issuer or to the holdm of the Notes. 

The Liquidation Agent 

The Liquidation Agent is Goldman, Sachs & Co. (“GS&Co.”). GS&Co. is a New York limited partnership 
and a registered U.S. broker-dealer. The Notes do not r^rreseni an obligation of, and will not be insured or 
guaranteed by GS&Co., its parent or any of its subsidiaries or its affiliates and investors will have no rights or 
recourse again^ GS&Co., its parent or any of its subsidiaries ot affiliates. 

CompensatiOB 

As compensation for the performance of its obligations under the Liquidation Agency A^ement, the 
Liquidation Agmt will be entitled to receive a fee in accordance with the Priority of Payments, payable in arrears on 
each Paymnrt Date, of 0.10% per annum (the "Liquidation Agent Fee**) times the Aggregate Outstanding Portfolio 
Amount, measured as of the beginning of the Due Period preceding such Payment Date. 

If amounts distribut^le on eny Payment Date in accordance with the Priority of Payments .arc insufficient 
to pay the Liquidatitm Agent Fee in full, then the shortfall will be deferred and will be payable on subsequent 
Payment Dates on which funds are available therefor according to the Priority of Payments. 

The Uquidation Agent Fee will be calculated on dm basis of a 360 day year consisting of twelve 30-day 
months. All fees payable to the Liquidation Agent on a Payment Date are subject to payment only in accordance 
with the Priority of Payments. 

The Liquidation Agent may, at its election and upon notice to the Issuer and the Trustee, direct for a 
predetermined period of time that all or a portion of the amount that is due to it as the Liquidation Agent Fee be paid 
directly to a third party; provided, that the Liquidatim Agent will not (unless it is assigning all of its rights and 
obligations in accordance with the Liquidation Agency Agreement) be relieved of any of its duties under the 
Liquidation Agency Agreement or the Indenture as a result of the redirection of its right to receive all or a portion of 
(he Liquidation Agent Fee. 

Procedure for Ohpositlon of COS Transaction, Eligible Investments, Collateral Securities and Delivered 
Obligations 

Pursuant (o the Liquidation Agency Agreement, whenever die assignment, termination or other disposition 
of CDS Transactions; Eligible investments. Collateral. Securities and Delivered Obligations is required under the 
Indenture, as described under “The Credit Default Swap-Removal of Reference Obligations from the Reference 
Portfolio”, the Liquidation Agent will use commercially reasonable efforts to solicit bids l^om at least three 
independent market makers, at least one of which is not the Liquidation Agent or an afnilate thereof. If after such 
commercially reasonable efforts, bids from three independent market makers are not available, (he higher of two 
such bids may be used and if bids from two such independent market makers are not available, one such bid may be 
used. Assuming at least one bid is received in accordance with the preceding sentence, the applicable COS 
Transactions, Eligible investments, Collateral Securities and Delivered Obligations shall be disposed of at the 
highest bid price. The Liquidation Agent or an affiliate of the Liquidation Agent may purchase a CDS Transaction, 
Eligible investment. Collateral Security or Delivered Obligation assigned, terminated or otherwise disposed as 
described above. Notwithstanding the foregoing, any Auction shall be conducted in accordance with the auction 
procedures set forth in the Indenture. 
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Termination, Removal and Rcsignatioo 

If the Liquidation Agency Agreement is terminated for any reason or the entity then saving as Liquidation 
Agent resits or is removed, die Liquidation Agent Fee owing to such entity will be prorated fev any partial periocte 
between Payment Dates and such prorated amount will be due and payable on the firat Payment Date following the 
date of such termination, subject to the priority of paymenu. 

The Liqui«^ion Agent may resign, upon 60 days' (or such shorter notice as is acceptable to the issuer) 
written notice to die Issuer, die Trustee and die Rating Agencies. If the Liquidation Agent resits, the Issuer agrees 
to use its best efforts to appoint a successor Liquidatiem Agent, and the effectiveness of such resignation will be 
oinditioned u{mn the ^pointmoit of sudi successor. 

The Liquidation Agent may be removed for “cause” (i) by the Issuer or the Trustee; provided that written 
notice thereof shall have been given to the holders of the Notes and each Rating Agency stating that such 
termination shall be effective only if directed in writing within 30 days after the date of such notice by. the Seniw 
Swap Counterparty, die holders of at least a Super Majority of the income Notes and a Super Majority of the 
Controlling Class, but excluding in any such calculation any Notes held by the Liquidation Agent or any Notes over 
which the Liquidation Ag«il has discretionary voting authority, (ii) in the case of an event described in clause (3) 
below, by the issuer or the Trustee upon 10 days' prior written notice lo the Liquidation Agent, or (iii) by the Senior 
Swap Counterparty, holders of at least a Super Majority of the Income Notes and a Super Majori^ of die 
Controlling Class, but excluding in any such calculation any Income Notes or Notes held by the Liquidation Agent 
or any Notes over which the Liquidation Agent has discretionary voting authority, upon 1 0 days' prior written notice 
to the Liquidation Agent. 

For purpenes of determining “cause” with respect to any such termination of the Liquidation Agency 
Agreement, such term shall mean the occurrence and continuation of any one of the following events; (I) the 
Liquidation Agent willfully violates, or takes any action that it knows breaches, any provision of the Liquidation 
Agency Agreement or the Indenture applicable to it; (2) the Liquidation Agent breaches in any material respect any 
provision of the Liquidation Agency Agreement or any terms of the Indenture applicable to it, which breach (i) has a 
material adverse effect on die holders of the Notes and (ii) within 30 days of its becoming aware (or receiving notice 
from the Trustee) of such breach, the Liquidation Agent fiiils to cure such breach; (3) the Liquidation Agent is 
wound up or dissolved or there is appointed over It or ovo' all or substantially all of its assets a receiver, 
administrator, administrative receiver, trustee or similar officer; or the Liquidation Agent (w) ceases to, or admits in 
writing its inability to, pay its debts as they become due and payable, or makes a general assignment for the benefit 
of or enters into any composition or arrangement with, its creditors generally; (x) applies for or consents (by 
admission of material allegations of a petition or otherwise) lo the appointment of a receiver, trustee, mignee, 
custodian, liquiduor or sequestrator (or other similar offiotl) of the Liquidation Agent or of all or substantially all 
of its propenies or assets, or authorizes such an application or consent, or proceedings seeking such appointment are 
commenced without such authorization, consent or afqrfication against the Liquidation Agent and continue 
undismissed for 60 consecutive days; (y) authorizes or files a voluntary petition in bankruptcy, or applies for or 
consents (by admission of material allegations of a petition or otherwise) to the application of any bankruptcy, 
roirganization, arrangement, readjustment of debt, insolvency or dissolution, or authorizes such application or 
consent, or proceedings to such end are instituted against the Liquidation Agent without such authorization, 
application or consent and are approved as property instituted and remain undismissed for 60 consecutive days or 
result in adjudication of bankruptcy or insolvency; or (z) permits or suffers all or substantially all of its properties or 
assets to be sequestered or attached by coun order and the order remains undismissed for 60 consecutive days; or 
(<t) ihe Issuer, the Co-Issuer or the Pledged Assets have become required lo be registered as an investment company 
under the pravisions of Ihe Investment Company Act, as a result of a material breach by the Liquidation Agent in 
violation of the Liquidation Agency Agreement. The Liquidation Agent shall notify the Trustee, each Rating 
Agency (to the extent any Secured Notes outstanding are rated by such Rating Agency), ihe Senior Swap 
Counterparty, the Fiscal Agent and the holders of the Income Notes if a "cause" event, or an event which with the 
giving of notice or the lapse of time (or both) becomes "cause," occurs. 

Any resignation or removal of the Liquidation AgoM wilt be elTcctive only upon (i) the appointment by the 
holders of a Super Majority of the I ncome Notes (including any Income Nows owned by the Liquidation Agent, any 
Afniiate of Ihe Liquidation Agent, and any account over which Ihe Liquidation Agent has discretionary authority) 
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(or if such holders fail to make such appointment within 30 days after any such resignation or removal, by the 
Issuer, as directed by a Super Majority of the Controlling Class) of a successor Liquidatitm Agent that is m 
established institution with experience servicing assets similar to the Pledged Assets that (I) has demonstrated an 
ability to profemtonaliy and competently perform duties similar to those imposed upon the Liquidation Agent under 
the Liquidation Agency Agreement, (2) is leg^ly qualified and has the capacity to act as Liquidation Agent under 
the Liquidation Agency Agreement as succeuor to the Liquid^on Agent under the Liquidation Agency Agreement, 
(3) has a^eed in vtriting to assume all of the responsibilities, duties and obligatioRs of the Liquidation Agent under 
dte Liquidation Agency Agreement and und^ (he applicable terms of the indenture, (4) shall not cause the Issuer, 
the Co-lssun^ or the pool of Pledged Assets to become required to register as an inmtmeni company under the 
investmujt Company Act and (S) has been approved by (he Issuer, upon the direction of the Senior Swap 
Counterparty and a Majority of each Class of Notes and (ii) satisfaction of the Rating Agency Conditimi with 
respect to such appointment. Notwithstanding the foregoing, if no successor has been appointed as aforesaid within 
120 days aftev resignation of the Liquidation Agent, die Liquidation Agent may appoint a successor satisfying the . 
requirements of die Liquidation Agency Agreement without consent of any other party or confirmation the 
Rating AgnKies. The Issum', the Trustee and the successor Liquidation Agent shall take such action (or cause the 
outgoing Liquidation Agent to take such action) ctKisisteni with the Liquidation Agency Agreement and the terms of 
the Indmture applicable to die Liquidation Agent as shall be necessary to effectuate any »ich succession. If the 
Liquidation Agent shall resist or be removed but a successor Liquidation Agent shall not have assumed all of the 
Liquidation Agent's duties and obligations under the Liquidation Agency Agreement within 90 days after such 
resignation or removal, then die Issuer, the Trustee, any hdder of Notes or the resigning or terminated Liquidation 
Agent may petition any court of competent jurisdictioh for the appointment of a successor Liquidation Agent. The 
compensation payable to a success^ Liquidation Agent from payments on the Pledged Assets shall not exceed the 
compensation payidile to the Liquidation Agent under (he Liquidation Agency Agreement without the apfHwai of 
the Senior Swap Counterparty and the holders of a MaJtHity of the Aggregate Outstanding Amount of each Class of 
Notes. 

Any Notes held by the Liquidation Agent or any Notes over which the Liquidation Agent has discretionary 
voting authority, in each case will have no voting rights with respect to any vote in connection with the removal of 
die Liquidation Agent or the disposition of any CDS Transaction or Eligible Investment and will be deemed not to 
be outstanding in connection with any such vote; provided, however, that any such Notes will have voting rights and 
will be deemed outstanding with respect to ail other matters as to which holders of Notes are entitled to vote. 

The Liquidation Agent may assign (he Liquidation Agotey Agreement, in whole or in pan, to an afTiliate of 
the Liquidation Agent without the consent of the Issuer, the Senior Swap Counterparty, any Class of Secured Notes 
or the Income Notes and without satisfaction of the Rating Agency Condition, in the event of any swdi assignment, 
Goldman Sachs & Co. will have no further obligations to the Issuer. 

Except for the assignment (o an affiliate, the Liquidation Agency Agreement may not be assigned by the 
Liquidation Agent, in whole or In pan, without (i) the prior written consent of the Issuer, (ii) the prior wriRen 
consent of or affirmative vote by the Senior Swap Counterpany, a Majority of the Controlling Class and the holders 
of a Majority of the Income Notes and (iii) saiisfaction of the Rating Agency Condition with respect to such 
assignment or delegation. 

The Liquidation Agency Agreement will terminate when the earliest of the following occurs: (i) the 
payment in full of the Notes; (ii) the liquidation of the Pledged Assets and the final distribution of the proceeds of 
such liquidation to the Holders of (he Notes or (iii) the teiminMioo thereof diic to the resignation or removal of the 
Liquidation Agent in accordance with the Liquidation Agency Agreement. 

The Liquidation Agency Agreement may not be amended or modified or any provision thweof waived 
(other than in connection with an assignment to an afTiliate of the Liquidation Agent) except by (i) an instrument in 
writing signed by the parties (hereto, (ii) the prior written consent of the Senior Swap Counterparty and a Majority 
of the Controlling Class and (iii) written confirmation from each Rating Agency to the effect that such amendment, 
modification or waiver will not cause a qualification, downgrade or withdrawal of its then current ratings of the 
Senior Swap or any Class of Notes rated by such Rating Agency unless the Senior Swap Counterparty (if any rating 
of the Senior Swap would be qualifted, downgraded or withdrawn) and the holders of 100% of each Class of Notes 
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that would be qualified, reduced or withdrawn due to an amendment, modification or waiver approves such 
amendment, modification or waiver. 

The Liquidation Agent, its affiliates and their re^Kctivc members, principals, partners, managers, directors, 
officers, stot^oiders, partners, i^ents and employees will ntn be liable to the Co-issuers, the Trustee, die Fiscal 
Agent, the Senior Swap Counterparty, the holders of die Notes ot any other Person for any losses, claims, damages, 
demands, charges, judgments, assessments, costs or other liabilities incurred by the Co-Issuers, the Trustee, the 
Fiscal Agent, the holdeis of die Notes or any other Person that arise out of or in connection with the performance 
the Liquidation Agent of its duties under the Liquidation Agency A^eement or the Indenture, or for any decrease in 
the value of the Pledged Assets; provided diat the Liquidation Agent shall be subject to liability by reason of acts or 
omissions of the Liquidation Agent instituting bad faith, willful misconduct or gross negligence in the 
performance, or reckless disregard, of the obligations of the Liquidation Agent under the Liquidation Agency 
Agreement and under the terms of the Indenture applicable to the Liquidation Agent; provided that in no ev«it shall 
the Liquidation Ageiu or any of its affiliates be liable fw consequential, special, exemplary or punitive damages. 
Subject to the pritH-ity of payments described herein, the Liquidation Agent will be entitled to indemnification by the 
issuer und«^ certain circumstances. 

Various potential and actual conflicts of interest may arise from the overall activities of the Liquidation 
Agent and its affiliates. In certain circumstances, dte interests of the issuer, the Senior Swap Cmmterpairty and/or 
the holders of the Nt^es with respect to matters as to whtcA the Liquidation Agent is advising ^e Issuer may conflict 
with the interests of the Liquidation Agent or its affiliates. See “Risk Factors — Other Considerations--Ceiiain 
Conflicts of Interesr and " — The Liquidation Agent.” 

ACCOUNTS 

Pursuvtl to the Indenture, the Issuer shall cause dtere to be opened and at all times maintained the interest 
Collection Account, the Payment Account, the Expense Reserve Account, the Collateral Account (including the 
Cash Collateral Account), the Oeiivered Obligation Account, the Collateral Put Provider Account, the Amortization 
Shonfail Account and the CDS Counterparty Collateral Account (each as hereinafter defined), each of which shall 
be a segregated account or sub-account established with the Securities Intermediary in the name of the Trustee for 
the benefit of the Secured Parlies as further described in the Indenture. Bach Account is required to be maintained 
by the Trustee or by another financial institution that is an Eligible Depositary. 

Certain distributions on the Pledged Assets, including Fixed Amounts received by (he issuer under the 
Credit Default Swap will be remitted to a single, segregated account established and maintained under the Indenture 
(the "Interest Collection Account”) and will b« available, to the extent described herein, for application in the 
manner and for the purposes described herein. Funds held in the Interest Collection Account will be invested by the 
Trustee in Eligible Investments in accordance with the terms of the Indenture. All Fixed Amounts and Interest 
Shorifaii Reimbursement Payment Amounts paid by (he Credit Protection Buyer to the Issuer under a CDS 
Transaction and any investment income on file Coliateral will be remitted to the Interest Collection Account. If 
Expected Fixed Amounts (as defined in the Master Confirmation) are paid by the Credit Protection Buyer to the 
Issuer in accordance with the Credit Default Swap following a downgrade or placement on watch for downgrade of 
the Credit Protection Buyer, on the Payment Date irhmediately thereafter, the Expected Fixed Amount (as defined in 
the Master Confirmation) will not be transferred to the Payment Account to be distributed in accordance with the 
Priority of Payments for such Payment Date but will instead be held in the Interest Collection Account until the next 
Payment Dale. 

On the Closing Date, the net proceeds of (he offitring of the Notes issued on such date will be used to 
purchase Collateral Securities and Eligible Investments wifii an initial principal balance of 5800,000,000 which will 
be deposited to a single, segregated account established and maintained under the indenture (the "Coilateral 
Account"), tlie "Cash CoHatera! Account" shall be a subaccount of the Coliateral Account. Termination payments 
paid by the Credit Protection Buyer, the Collateral Pul Provider and the Senior Swap Counterp^ to the issuer, any 
amounts paid by an assignee of a CDS Transaction to the Issuer, Sale Proceeds from Collateral Securities, Delivered 
Obligations and Eligible Investments (other than (i) proceeds of Collateral Securities and Eligible Investments 
applied to pay Credit Protection Amounts and (ii) Sale Proceeds from Eligible Investments purchased with principal 


ill 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821306 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00860 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



857 


Footnote Exhibits - Page 3115 


payments on the Coliateral Stscurities diveitdl into the Amortization Shodfelt Acxount) received by the Issuer will 
be remitted by the Trustee to the Interest CoUectitm Account and invested in Eligible Investments. The Collateral 
Securities and any Eligible Investments on dep^it in the Collaterel Account may be used to pay Credit Protection 
Amounts and to redeem tlie Notes as described herein. In addition, if an Amortization Shortfall Amount exists in 
respect of a Payment Date, all principal payments received 1^ the Issuer on Collateral Securities and Eligible 
lnvestm«its (other than cash) in the Coiiatcml Account ^ail be deposited by the Trustee in the Amortization 
Shortftii Account up to the amount required to satisfy all outstanding Amortization Shortfall Amounts. All 
investromi evnings from the Collateral Securities and Eligible Investments in tire Collateral Account will be 
remitted to the interest Collection Account. Ail {vincipal payments on Coilaterai Securities in the Collateral 
Account will be invested in Eligible Investments at tiie direction of the Liquidation Agent until invested in CoItatenU 
Securities satisfying the Cotlat(»al Securities Eligibility Criteria at die dimtion of the Liquidation Agent. 

Certain i^nctpal payments may be need to be reserved (rather than be invested in Eligible Investments and 
Coilaterai Securities) in accordance with the terms of the Coliateral Put Agreement. See 'The Coliat^a! Put 
Agreement." 

if a Senior Swap Funding Payment has been made under the Senior Swap and remains unreimbursed, 
Principal Shortfrill Reimbursonent Payment Amounts and Writedown Reimbursement P^meni Amounts received 
from the Credit Protection Buyer will be paid direuly to the Senior Swap Counterparfy until ail Senior Swap 
Funding Payments have been reimbuned. If no Senior Swap Funding Payments are outstanding, Principal Shortfall 
Reimbursement Payment Amounts and Writedown Reimbursement Payment Amounts received by the Issuer will be 
deposited to the Collatml Account. 

On the Business Day prior to each Payment Date other than a Final Payment Date (the Transfer Date”), 
the Trustee will deposit into a separate account (the "Payment Account”) all funds (including any reinvestment 
income) in the inierest Coilection Account (to the extent received prior to the end of the related Due Period) for 
application in accordance with the Priority ofPaymerits. 

Principal Proceeds shall be deposited in the Interest Coilection Account and applied in accordance with Ute 
Priority of Paymcrtis. 

On the Closing Date, U.S.S200,000 from the net proceeds of the offering of the Notes will be deposited by 
the Trustee into a single, segregated account established and maintained by the Trustee under (he Indenture (the 
"Expense Reserve Account”). On each Payment Date, to the extent that Kinds are available for such purpose in 
accordance with and subject to the limitations of the Priority of Payments, the Trustee will deposit into the Expense 
Reserve Account an amount from Proceeds such that the amount on deposit in the Expense Reserve Account (after 
giving effect to such deposit) will equal U.S.$200.000. Amounts on deposit in the Expense Reserve Account may 
be withdrawn from time to time to pay accrued and unpaid Administrative Expenses of the Issuers. With respect to 
the first Payment Date, funds on deposit in the Expenx Reserve Account in excess of U.S, $200,000 will be 
transferred by the Trustee to the Payment Account for application as interest proceeds. All funds on deposit in die 
Expense Reserve Account at the time when substantially all of the Issuer’s assets have been sold or otherwise 
disposed of will be transferred by the Trustee to the Payment Account for application as Proceeds on the 
immediately succeeding Payment Date. 

Under certain conditions described in the Credit Oefaull Swap, (he Credit Protection Buyer may be 
required to post collateral (“CDS Counterparty Collaterar7 under the terms of the Credit Default Swap. The CDS 
Countoparty Collateral pigged by the Credit Protection Buyer will be deposited by the Trustee into a segregated 
account (the "CDS Counter]»rty Collateral Account”) established in the name of the Trustee and held tiierein 
pursuant to die terms of the Credit Default Swap. 

On or before the first dale on which there exists an Amortization Shortfall Amount, die Trustee will 
establish and maintain a single, segregated account established and maintained under the indenture (the 
“Amortization Shortfall Account”) into which certain principal payments and interest received by the Issuer on 
Collateral Securities and Eligible Investments in the Collaterid Account shall be deposited up to the Amortization 
Shoilfa)} Amount. 
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On or before the first date that a Delivered ObiigatuMi is received by the issuer, die Trustee will establish 
and maintain under the Indenture a segregated coilaterai account (the '^Delivered Obligation Account”) into which 
ail Delivered Obligations shall be deposited. Each Delivered Obligation will be held in die Delivered Obligation 
Account 'until such Delivered Obligation is sold by the Liquidation Agent, on behalf of (he Issuer, pursuant to the 
terms of die Indenture. 

Amounts retained in the Accounts during a Due Period mil be invested in Eligible investments. 

REPORTS 

A report will be made available to the Holden of the Secured Notes and Holders of die Income Notes »id 
will provide information on the Pledged Assets as well as infonnation with respect to payments made on die related 
Payment Date (each, a ”Note Valuation ReporO. beginning in April, 2007. 

The information in each Note Valuation Report will be prepared as of the Determination Date preceding 
the related Payment Date and will set out, among other thii^, the amounts payable in accordance with die Priority 
of Payments on sucdi Paym«it Dtte. The Issuer will instruct the Trustee to transfer the amounts set forth in such 
Note Valuation Report in the manner specified in, and in accctfdanct with, the PrioriQ? of Payments. 

WEIGHTED AVERAGE UPE AND YIELD CONSIDERATIONS 

The Stated Maturity of the Notes (ath«^ than the Class S Notes) is the Payment Date in April- 2042. 
However, die principal of die Notes (other than the Class S Notes) is expected to be paid in lull prior to the Stated 
Maturity. Average life refers to the average amount of time that will elapse from the date of delivery of a security 
until each dollar of the principal of such security will be paid to the investor. The average lives of the Notes will be 
determined by the amount of principal payments which are dependent on a number of factors, including when the 
Reference Obligations are repaid. 

Wtighted Average Lift. Weighted average life refers to the average amount of time that will elapse from 
the date of delivery of a security until each dollar of the principal of such security will be paid to the investor. The 
wei^ted average lives of the Notes of each Class will be daemineti by the amount and frequency of principal 
payments, which are dependent upon, among other things, the amount of payments received at or in advance of the 
scheduled maturity of (he Reference Obligations (whethw through sale, maturity, redemption, prepayment, default 
or other liquidation or disposition). The a»ual wei^ted average lives and actual maturities of the Notes will be 
affected by the financial conditions of the obligors on or the issuers of the Reference Obligations or the obligors on 
the underlying assets, and the characteristics of such securities and assets, including the existence and frequency of 
exercise of any optional or mandatory redemption features, the prevailing level of interest rates, the redemption 
price, prepayment rates, any lockout periods or prepayment premiums or penalties, the actual default rate and the 
actual level of recoveries on any Defaulted Obligations, and the frequency of tender or exchange offers for such 
Reference Obligations. Any disposition of a COS Trensaaion will change the composition and characteristics of the 
Reference Portfolio and Collateral Securities and the scheduled payments and payment characteristics thereon, and, 
accordingly, may affed the actual weighted average lives of die Notes. The rate of future defaults and the amount 
and timing of any cash realization from COS Transactions the Reference Obligations of which are determined to be 
Credit Risk Obligations also wilt affect the maturity and weighted average lives of the Notes. The weighted average 
life of the Notes of each Class may also vary depending on whether or not the Notes arc redeemed. The weighted 
average lives of the Notes are expected to be shorter, and may be substantially shorter, than the Stated Maturi^ of 
the Notes. 

The table set forth below indicates the percentt^e of the initial balance of each Class of Notes that would 
be outstanding on each Payment Date assuming no prepaymmts or losses and the weighted average life of each 
Class of Notes and principal window of each Class based on the assumptions (the ^Collateral Assumptions”) set 
forth below. TTie table set forth below is included only. for illustrative purposes, and none of the Issuers, die 
Liquidation Agent, the Trustee or the Initial Purchaser makes any representation as to whether such assumptions will 
be realized. 
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j. Forward Nmonth LIBOR curve as ofNovonber 30, 2006 arc assuened; 

ii. the Closing Date is Deconber S, 2006 and Ihe first Payment Date is Af^il 12, 2007; 

iii. all of the net proceeds of the ofTcring of the Notes are invested as of the Closing Date in the 
Ccdlaterat Securities; 

iv. the Coverage Tests are satisfied as of the Closing Date; 

V. exp^ises due under clauses (i), (it) and (iii) of the Priority of Payments are paid on each Payment 
Date utd will be 0.01% per annum of the Aggregate Outstanding Portfolio Amount, the 
liquidaticHi Agent Fee is 0.10% per annum of the Aggregate Outstanding Portfolio Amount; 

vi. each CDS Transaction will pay monthly on the 2Sth day of the month in which such payment is 
due and receipts will be reinvested for 12 days at a rate equal to one-month LIBOR minus 0.25%; 

vii. asset payments including amounts due on die Colialera! Securities are fully paid out in accordance 
with the Priority of Payments on the 12th day of the month in which they are received (each of 
which is assum^ to be a Business Day), commencing A^l 2007; 

vhi. failure to pay interest to the Holders of Ihe Claas A Notes and die Class B Notes and the failure to 
pay the Senior Swap Premium or the Collatnal Put Provider Premium Amount is not rut Event of 
Default; 

ix. all unpaid Class C Note, Class O Note and Class E Note interest is Deferred Interest; 

X. there are no dispositions of CDS Transactions; 

xi. no rating change occurs on any Reference Obligation or the Notes; 

xii. there is no Optional Redemption, Tax Redemption or Auction (except in the computation of the 
DEC table and Sensitivity of Ref^cnce Obligation Principal Payments to CDR table below); 

xiii. all Classes ofNotes are issued at par; 

xiv. defaults are incurred at the constant annual default rates and are applied on each Payment Date to 
the ouutanding Reference Obligation Notional Amount of the Reference Portfolio as of such 
Payment Date commencing on the Payment D«e in April 2008; 

XV. (he Senior Swap Counterparty makes all required payments to the Issuer on a timely basis; and 

xvs the Expense Reserve Account is assumed to stay Rtlly funded at $200,000 <m each Payment Date. 
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Class A-f 

Class A-b 

Class B 

Class C 

Class D 

Class E 

Closing Date 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

April 12, 2007 

100.00% 

100.00% 

100.00% 

100.00% 

99.58% 

IO0.WI% 

April ! 2, 2008 

98.82% 

100.00% 

100.00% 

100.00% 

95.89% 

100,00% 

April 12, 2009 

59.11% 

100.00% 

86.97% 

88.66% 

74.02% 

94.18% 

April 12,2010 

13.39% 

100.00% 

63.33% 

64.56% 

53.82% 

67.24% 

April 12,2011 

0.00% 

98.90% 

55.78% 

56.87% 

47.67% 

59.23% 

April 12,2012 

0.00% 

98.90% 

55.78% 

56.87% 

47.67% 

59.23% 

April 12,2013 

0.00% 

98.90% 

55.78% 

56.87% 

47.67% 

59.23% 

April 12,2014 

0.00% 

0.00% 

0.00% 

56.12% 

47.67% 

59.23% 

April 12,2015 

0.00% 

0.00% 

0.00% 

0.00% 

0,00% 

0.00% 


Mxf^ted Principal 
Window(l) 

April 12. 
2008 to 
September 

12, 2010 

September 
12. 2010 to 
November 
12, 2013 

November 12. 
2008 to April 
12. 2014 

December 12, 
2008 to 
August 12, 
2014 

April (2, 
2007 to 
September 
12,2014 

April 12, 
2009 to 
November 
12,2014 

I-ixpecied Weighted 

2.6 years 

6.8 years 

5.3 years 

S.6 years 

5.1 years 

5.9 years 


Average Life(2) 

({) The "ExpccMd Priocipat WindowTort Cfau of Notes it ihc period in the iniiial principtl piymeni of the Class is expected to be 

made and {b}thennl payment ofprtncipalortheClasi is expected to be made under the CollaienI Assumptions (assuming no defaults). 

{3) The 'Expected Weigbied Average life* of each Oasi of Notes is detomined by (i) multiplying the smouni of etch principal distribution on 
such Class dial would result under the Collateral Assumptions (astuming no defaults) by the mimber of years from the date of daenninaiion to the related 
I'aymem Date (lasuming 30 days in each month and a 360-day year), (ii) adding the resutu and (iii) divkJittg the sum by the aggregated prirteipat 
dtsiributtons referred to tnclauK(i). 

The foMowing table shows the "Expected Weighted Average Life” and the “Expected Principal Window” for each 
Class of Notes under various constant default rates. The “Expected Weighted Average Life” of each Class of Notes is 
determined by (i) multiplying the amount of each principal distribution on such Class that would result under the Collateral 
Assumptions by the number of years from the Closing Dale to the related Payment Date (assuming 30 days in each month 
and a 360>day year), (ii) adding the results and (iii) dividing the sum by the aggregated principal distributions referred to in 
clause (i), The “Expected Principal Window" for a Class of Notes is when the first and last payments of principal are 
expected tp be made under the Collateral Assumptions. The loss severity is assumed to be 65%. 
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Sensitivity of Reference Obligation Principal Payments to CDR 
0.0% CDR Q.S%CDR l.0%CDR 1.5% CPR 
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l.STyon Aultm 11,201c 


nill.lUK 
to 12,1001 


Fto«Byl2,2m 
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The tabie set forth below entitled "Class A*f, A-b, B. C, D and E Note Constant Default Rate Stress Tests'* 
shows the Constant Default Rate (“CDR”) and Cumulative Defaults for each Class of Notes under three stress 
scenarios, assuming a tSS% toss severity on defaulted Reference Obligations. In column one {''First Dollar of 
Loss"), COR represents the COR starting on the April 2008 Payment Date that would result in the first dollar of 
principal loss to the respective Class of Notes. Cumulative Defaults represent the sum of such defaults divided by 
the aggregate notional amount of the Reference Obligations as of the Closing Date. In column two (“Flat Return”), 
CDR represents the CDR starting on the April 2008 Payment OUe that would result in a yield equivalent to a zero 
discount margin over one-month LIBOR for the Class A-f Notes, the Class A>b Notes, the Class B Notes, the 
Class C Notes, the Class D Notes and the Class E Notes. Cumulative Defaults represent the sum of such defaults 
divided by the aggregate notional amounts of the Reference Obligations as of the Closing Date. In column three 
(“Return of Investment (0% retum)’^. the CDR represents the COR starting on the April 2008 Payment Date lhai 
would result in an approximate 0.0% return for the Class A<-f Notes, the Class A-b Notes, the Class B Notes, the 
Class C Notes, the Class 0 Notes and (he Class E Notes. Cumulative Defaults represent the sum of such defaults 
divided by the aggregate notional amounts of the Reference Obligations as of the Closing Date. 
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Return of Investment 

First Doltaf of Loss Flat Return (0% return) 


Constant 
Annual Default 


Rate at 65% 
Loss Severity 

CDR 

Cumuladve 

Defaults 

CDR 

Cumulative 

Defoults 

CDR 

Cumulative 

Defaults 

Class A-f 

18.00% 

42.61% 

18.20% 

42.95% 

21.00% 

47.54% 

Class A-b 

18.00% 

42.6!% 

18.40% 

43.29% 

21.10% 

47.70% 

Class B 

11.10% 

29.23% 

11.40% 

29,87% 

13.90% 

35.03% 

Class C 

5.00% 

14.52% 

S.60% 

16.11% 

6,90% 

19.43% 

Class D 

2.40% 

7J28% 

3.10% 

9.29% 

3.60% 

10.70% 

Class E 

1.70% 

5.22% 

2.00% 

6.10% 

2.20% 

6.69% 


Yield Tile yield to maturity of the Notes of each Class will also be affected by the rate of repayment of the 
Reference Obligations, as well as by the redemption of the Notes in an Auction, an Optional Redemption or Tax 
Redemption (and upon the Note Redemption Price or Income Note Redemption Price, as applicable, then payable). 
The Issuer is not required to repay the Notes on any date prior to their Stated Maturity. The receipt of principal 
payments on the Notes at a rate slower than the rate anticipated by investors purchasing the Notes at a discount will 
result in an actual yield that is lower than anticipated by such investors. 

The yield to maturity of the Notes may also be affected by the rate of delinquencies and defaults on and 
liquidations of the Reference Obligations and Collateral Securities, to the extent not absorbed by the Income Notes; 
dispositions of CDS Transactions and the effect of the Coverage Tests on payments under the Priority of Payments. 
The yield to investors in the Notes will also be adversely affected to the extent that the Issuers incur certain expenses 
that are not absorbed by the Income Notes. 


THE ISSUERS 


Ceneral 


The Issuer was incorporated on September 16, 2006 in the Cayman Islands with the registered number 
I73876- The registered office of the Issuer is at the offices of Maples Finance Limited, P.O. Box 1093GT, 
Queensgate House, South Church Street, George Town, Grand Cayman, Cayman islands. Maples Finance 
Limited’s telephone number is (343) 94S-7099. The Issuer has no prior operating history. The Issuer's 
Memorandum of Association sets out the objects of the issuer, which include the business to be carried out by the 
Issuer in connection with the Notes. 

The Co'lssuer was incorporated on November 13, 2006 under the laws of the State of Delaware with the 
registered number 42S0022. The registered office of the Co'lssuer is at. Donald J. Pugltsi, Puglisi & Associates, 8S0 
Library Avenue, Suite 204, Newark, Delaware, 1971 1. The Co-lssuer's telephone number is (302) 738-6680. The 
Co-Issuer has no prior operating history. Article 3 of the Co-issuer’s Certificate of Incorporation sets out the 
purposes of the Co-Issuer, which include the business to be carried out by the Co-issuer in connection with the 
issuance of the Secured Notes. 

The Co-Issued Notes are obligations only of the Issuers and the Senior Swap, the Class E Notes and the 
Income Notes are obliptions only of the issuer, and not of the Trustee, the Liquidation Agent, the Initial Purchaser, 
the Senior Swap Counterparty, the Administrator, the Agents, the Share Trustee or any directors, mansqgers or 
officers of the Issuers or any of their respective affiliates. 
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The mithorized shm capital of the Issuer consists of 2S0 ordinary shares, U.S.Sl.OO par value per share 
{the “Issuer Ordinaty Shares”). All of the Issuer Ordinary Shares wtli be issued on or prior to (he Closing Date. Ail 
of the outstanding Issuer Ordinary Shares will be held by the Share Trustee pursuant to die terms of a declaration of 
trust for die benefit of diaritable and similar purposes. All of the outstanding common equity of the CO'Issuer will 
be held by the Share Trustee under the tOTns of the charitable trust which holds the issuer Ordinary Shares. Pw so 
long u any of die Notes are out^anding, no beneficial interest in the ordinary shares of the issuer or of the common 
equity of (he Co-issuer shall be registered to a U.S. Person. 

Capitalization of the issuer 

The initio proposed capitalization of the issuer as of die Closing Date after giving effect to the issuance of 
the Notes and the Issuer Ordinary Shares and oitry into the Swap Agreement before deducting expenses of 
the offering of the Notes is as set forth below. 


Amount 


Class S Notes 

S 

37.000.000 

Class A-f Notes 

$ 

1 10,000.000 

Class A-b Not« 

$ 

120.000.000 

Class B Notes 

s 

230.000,000 

Class C Notes 

$ 

170,000,000 

Class D Notes 

$ 

84,000,000 

Class E Notes 

s 

26,000,000 

Income Notes 

L- 

60,000,000 

Total Debt 

s 

837,000,000 

Issuer Ordinary Shares 

— 

250 

Total Equity 

s 

250 

Total Capitalization 

s 

837,000.250 


Capitalization of the Co-Issuer 

The Co-Issuer will be capitalized only to the extent of its common equity ofU-S.SIO, will have no assets 
other then its equity capital and will have no debt other than as Co-issuer of the Secured Notes. The Co-Issuer has 
agreed to co-issue the Secured Notes as an occommod^ion to the issuer, and the Co-Issuer is receiving no 
remuneration for so acting. Because the Co-Issuer has no assets, and is not permitted to have any assets, Holders of 
Notes will not be able to exercise their rights against any assets of the Co-Issuer. Holders of Secured Notes must 
rely on the Pledged Assets held by the issuer and pledged to the Trustee for payment on their respective Secured 
Notes in accordance with the Priority of Payments. 


lid 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821313 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00867 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



864 


Footnote Exhibits - Page 3122 


Flow of Aiiids 

The approximate flow of funds of the Issuer fnMn the gross proceeds of tfie ofTering of the Notes on the 
Closing Date is as set forth below; 


Gross Proceeds 

Class S Notes 

S 37.000,000 

Class A-f Notes 

S 110.000,000 

Class A'b Notts 

5 120,000,000 

Class B Notes 

S 200,000,000 

Class C Notes 

S 170,000,000 

Class D Notes 

S 84,000.000 

Class E Notes 

$ 26,000,000 

Income Notes 

S 60.000.000 

Total: 

% 837,000.000 

Rinenses 

Third Party Expenses 

$1,700,000 

Goldman, Sachs & Co. 

$30,100,000 

Expense Reserve Accounts 

$200,000 

Toul: 

$32,000,000 

Collateral Assets 

Net Proceeds 

$805,000,000 

Par Value of Collateral 

$800,000,000 

Clean Price of Collateral 

$800,000,000 

Purchase Accrued Interest on Coilaleral 

$1,000,000 

First Period Interest Reserve 

$4,000,000 


Business 

'I'he Issuers will not undertake any business other than the issuance of the Co-Issued Notes and, in the case 
of the Issuor, the issuance of the Class E Notes and the Income Notes, the acquisition and management of the 
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Pledged Assets wd, in eatdt case, other related trarBsetions. Neither of the issuers will have any subsidiaries other 
than the Co-Issuer in the case of the Issuer. 

The Administrator will au as the administrator of the Issuer. The office of the Administrator wilt serve as 
the general business office of the Issuer. Throu^ this office and pursuant to the terms of an a^eemoit to be dated 
on or about die Closing Date and between die Administrator and the Issuer (as amended, suf^iemented 
othervdse modified horn time to time, the '^Administration Agreement”), die Administrator will peifomi various 
management functions on behalf of the Issu^, including communications with shareholders and the general public, 
and the provision of certain clerical, administrative and other services until termination of die Administration 
Agreement. In consideration of the foregoing, the Administrator wit receive various fees and other charges payable 
by die Issuer at rates ^reed upon from time to time plus expnises. The directcffs of the Issuer listed below are also 
officers and/or employees of the Administrator and may be contacted at the address of die Administrator. 

The Administrator will be subject to the overview of the Issuer's Board of Directors. The Administration 
Agreement may be tennninated by either the Issuer or die Administrator upon 30 days’ written notice. 

The Administrator's principal office is: Maples Finance Limited, P.O. Box I093GT, Queensgate House, 
South Church Street, George Town, Grand Cayman, Cayman Islands. 

Directors 

The Directors of the Issuer are Camie Bunton and Carlos Farjaliah, each having an addr^s at Maples 
Finance Limited, P.O. Box 1093GT, Queensgate House, South Chur(^ Street, George Town, Grand Cayman, 
Cayman Islands. 

The director of the Co-Issuer is Donald Puglisi who may be contacted at the address of the Co-Issuer. 


INCOME TAX CONSIDERATIONS 


Circular 230 

Any discussion ofU.S. federal tax matters set forth in this Offering Circular was wrinen in connection with 
the promotion and marketing by the Issuer and the Initial Purchaser of the Notes (as defined herein). Such 
discussion was not intended or written to be legal or tax advice to any person and was not intended or written to be 
used, and it cannot be used, by any person for the purpose of avoiding any U.S. federal tax penalties that may be 
imposed on such person. Each investor should seek advice based on its particular circumstances from an 
independent tax advisor. 

United States Tax Considerations 

The following is a summary of certain of the United States federal income tax consequences of an 
investment in the Notes by purchasers that acquire their No(« in their initial offering. The discussion and the 
opinions referenced below are based upon laws, regulations, rulings and decisions currently in effect, all of which 
are subject to change, possibly with retroactive effect. Prospective investors should note that no rulings have been 
or arc expected to be sought from the Internal Revenue Service (the "IRS") with respect to any of the United States 
federal income tax consequences discussed below, and no assurance can be given that the IRS will not take contrary 
positions. Further, the following summary does not deal with all United States federal income tax consequences 
applicable to any given investor; nor does it address (exc^ in some instances, in very general terms) the United 
States federal income tax considerations applicable to all categories of investors, some of which may be subject to 
special rules, such as Non'U.S. Holders (defined below), banks, regulated investment companies, real estate 
investment trusts, insurance companies, tax-exempt organizations, dealers in securities or currencies, electing large 
partnerships, natural persems, cash m^od taxpayers, S corporations, estates and trusts, investors that hold the Notes 
as part of a hedge, straddle, or an integrated or conversion transaction, or investors whose "functional currency" is 
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not the United States dollar. Furdiermore, it docs not address alt^ative minimum tax consequences or the indirect 
effects on the investors of equiQr interests in either a U.S. Hold^ (defined bdow) or a Non-U.S. Holdi?. in 
addition, this summary is generally limited to investors that will hold die Notes as “coital assets” within the 
meaning of section 122! of the Intemai Revenue Code 1986 (die “Code’'). Inve^irs should con»itt their own tax 
advisors to determine the United States federal, state, local and other tax consequences of the purchase, ownership 
and disposition of the Notes. 

As used herein, ”U.S. Holder” means any holder (or beneficial holder) of a Note diat is an individual 
citizen or resid^t of the Unit»i States for U.S. federal inc<»ne tax purposes, a corporation or partnership or other 
entity treated as a corporation or partnership for U.S. federal income tax purposes created or o^anized in or under 
the laws of the United States or any state thereof (including the District of Columbia), an estate the income of whidi 
is subject to U.S. federal income taxation regardless of iu source or a tnist for which a court within the United States 
is able to exercise primary supervision over its administratitm and for which one or more U.S. persons (as defined in 
the Code) have the authority to control all of its substantial decisions or a trust that has made a valid election under 
U.S. Treasury Regulations to be treated as a domestic trust. If a partnership holds the Notes, foe tax treatment of a 
partner will goierally depend upon foe status of the partner and upon foe activities of foe partnership. Partners of 
partnerships holdmg foe Notes should consult their own lax advisors. ‘T^on-U.S. Holder" means any holder (or 
beneficial holder) of a Security that is not a U.S. Holder. 

U.S. Federal Income Tax Consequences to the Issuer 

Upon foe issuance of foe Notes, Sidley Austin U.F. special U.S. tax counsel to the Issuer, will deliver an 
opinion generally to foe effect that under current law, and assuming compliance with the Indenture (and certain 
other documents) and based on certain factual representations made by the Issuer and/or GS&Co., although the 
matter is not free from doubt, foe Issuer wilt not be engaged in foe conduct of a trade or business in foe United 
Slates. Accordingly, foe issuer does not expect to be subject to net income taxation in the United States. 
Prospective investors should be aware that opinitms of counsel are not binding on foe IRS and there can be no 
absolute assurvtce that the IRS will not seek to treat the Issuer as engaged in a United States trade or business. If 
the IRS were to successfully characterize the Issuer as engaged in such a trade or business, among other 
consequences, the Issuer would be subject to net incemte tasmtion in the United States (as well as the brandt profits 
tax) on its income that is effectively connected to such United States trade or business. The levying of such taxes 
would materially affect foe Issuer’s financial ability to pay principal and interest on foe Notes. 

The issuer intends to acquire Collateral Assets and enter into certain swap transactions the interest on 
which, and any gain from the sale or dtsposiliwi thmof, is expected not to be subject to United States federal 
withholding tax or withholding tax impost by other countries (unless subject to being "grossed up”). The Issuer 
will not, however, make any independent investigation of the circumstenees surrounding the issuance of foe 
individual assets comprising foe Collateral Assets or Reference Obligations and thus there can be no absolute 
assurance that in every case payments will be received free of withholding tax. If the Issuer is a CPC (defined 
below), the issuer would incur U.S. withholding tax on interest received from a related United States person. Under 
current law, payments received on the Senior Swap Agreement are not subject to U.S. federal withholding tax. 

In addition, il is not expected that foe Issuer will derive material amounts of any other items of income that 
would be subject to United Stales withholding taxes. 

If withholding or deduction of any taxes from payments is required by law in any jurisdiction, the Issuer 
shall be under no obligation to make any additional p^menls to foe holders of any Notes in respect of such 
withholding or duiuction. 

Notwithstanding the foregoing, any commitment or facility fee (or other similar fee) that foe Issuer etuns 
may be subject to a 30% withholding tax. 

Classification and Tax Treatment of the Secured Notes. The Issuer has agreed and, by its acceptance of a 
Secured Note, each such Noteholder will be deemed to have agreed, to treat each of the Secured Notes as debt of the 
Issuer for U.S. federal income tax purposes except to foe extent $u^ a Noteholder makes a protective QEP election 
(described below). On the Closing Date, Sidley Austin UF will deliver an opinion generally to the effect that 
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assuming compliance with indenture (and certain other documents) and bved on certain factual representations 
made hy the Issuer and CS&Co. (<} the Class S Notes, the Class A>f Notes, the Class A-b Notes, the Class B Notes, 
die Class C Notes and the Class D Notes will be characterized as debt and (ii) the Class E Notes should be 
characterized as debt of the Issuer for U.S. federal income tax purposes. Prospective investors should be aware that 
opinions of counsel are not binding on the IRS and dtere can be no assurance that dte IRS will no! seek to 
characterize any Class of Secured Notes as other than indebtedness. Except as provided under “-~<Alteni»ive 
Characterization of the SKured Notes” below, the balance of this discussion assumes that the Secured Notes will be 
characterized as debt of the Issuer for federal income tax purposes. 

For U.S. federal income tax purposes, the Issuer of the Secured Notes, and not the CO'Issuer, will be treated 
as the issuer of the Secured Notes. 

Subject to the following para^ph, U.S. Holders of the Secured Notes will include payments of stated 
interest received on the Secured Notes in income in accordance with their method of tax accounting as ordinary 
interest Income. 

While not absolutely certain, it appears that the Class C Notes, the Class D Notes and die Class E Notes 
will be issued with origin^ issue discount (“OID”, and such a Note, an ”OID Note”) because interest payments on 
such Notes ("OID interest payments”) may not be <»i»klercd to be unconditionally payable (a requisite for interest 
to not constitute OID) since ^ey will be deferred In the event that certain overcollateralization tests are not met and 
failure to pay interest will not, in certain circumstances, be an event of default. A U.S. Holder of an OID Note wilt 
be required to include OlO in gross income as it accrues under a constant yield method, based on the original yield 
to maturity of the Note. Thus, the U.S. Holder of an OID Note will be required to include original issue discount in 
income as it accrues, prior to the receipt of the cash attributable to such income. U.S. Holders, however, would be 
entitled to claim a loss upon maturity or other disposition of an OID Note with respect to interest amounts accrued 
and included in gross income for which cash is not received. Such a loss generally would be a capital loss. 

Although there can be no assurance, the Secured Notes should not be ”contmgent payment debt 
instruments” (“CPDIs”) within the meaning of Treasury Regulation section I.I27S*4, effective for debt instruments 
issued after August 12, 1996. If any Class of Notes were considered such instruments, among other consequences, 
gain on the sale of such Notes that might otherwise be capitai gain would be ordinary income. Prospective investors 
should consult their own tax advisors regarding the possible characterization of the Notes as CPOIs. 

The Secured Notes may be debt instruments described in section 1272(a)(6) of the Code (debt instruments 
that may be accelerated by reason of the prepayment of other debt obligations securing such debt instruments). 
Special tax rules principally relating to the accrual of original issue discount, market discount and bond premium 
apply to debt instruments described in section 1272(a)(6). Fui^r, those debt insiruments may not be part of an 
integrated transaction with a related hedge under Treasury Regulation § 1.1275-6. Prospective investors should 
consult with their own tax advisors regarding the eHects of section 1 272(a)(6). 

in general, a U.S. Holder of a Secured Note will have a tax basis in such Note equal to the cost of such 
Note increased by any market discount includible in income by such U.S. Holder and reduced by any amortized 
premium and any principal payments and any OID mterest payments. Upon a sale, exchange or other disposition of 
8 Secured Note (including redemption or retirement), a U.S. Holder will generally recognize gain or loss equal to the 
differmce between the amount realized on the sale, exchange or other disposition (less any accrued and unpaid 
interest, which would be taxable as such) and the U.S. Holdn's tax basis in such Secured Note. Such gain or loss 
generally will be long lerm capital gain or loss if the U.S. Holder held the Note for more than one year at the time of 
disposition, in certain circumsttmees, U.S. Holders that are individuals may be entitled to preferential treatment fm 
net long lerm capital gains; however, the ability of U.S. Holders to offset capital losses against ordinary income is 
limited. 


Aliernaiive Characierizaiion of iht Seevnd Notes. U.S. Holders should recognize that there is some 
uncertainty regarding the appropriate classiftcation of instruments such as the Secured Notes. It is possible, for 
example, that the IRS may contend that a class of Secured Notes should be t/eaied as equity interests (or as pan 
dHn, part equity) in the issuer. Such a recharacterization might result in material adverse tax consequences to U.S. 
Holders. If U.S. Holders of Secured Notes were treated as owning equity interests in the Issuer, the U.S. federal 
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income tax consequences to U.S. Holders of such recharacterized Notes would be as described under " — United 
Stales Tax Treatment of Holders of Income Notes.” In addition, in order to avoid one application of the PFiC rules, 
each U.S. Holder should consider making a qualified electing firnd election (the “QEF eiection") provided in section 
129S of the Code on a "protective” basis (although such protective election may not be respected by the IRS because 
current regulations do not specifieally authorize dtat particular eiection). See 

"-—United States Tax Treatment of Holders of Income N<«es— Status of die Issuer as a PFIC” and QEF 
Election.” 

infarmaihn Reporiir^ Rtquiremenis. Und^ Unked States federal income tax law and regulations, certain 
categories of U.S. Holders must file information returns wiUt reject to their investment in, or involvement in, a 
foreign corporation. These reporting requirements apply to both taxable and tax-exempt U-S. Holders. Penalties for 
failure to file certain of these information returns are severe. Purchasers of the Secured Notes should consult with 
their own tax advisors regarding the necessity of filing information returns. 

If requested by the Issuer, each Holder will be required to provide the Issuer with the n;^e and status of 
each beneficial owna- of a Secured Note that is a U.S. Holder. 

Prospective investors should consult with their own tax advisors with respect to whether they are required 
to file IRS Form 8886 (Reportable Transaction Disclosure Statement). 

Non-U.S. Holders 

A Non-U.S. Holder of a Secured Note that has no connection with the United States will not be subject to 
U.S. withholding tax on interest payments. Non-U.S. Holders may be required to make certain tax representations 
regarding the identity of the beneficial owner of the Notes in order to receive payments free of withholding. 

United States Tax Treatment of Holders of Income Notes 

General. Prospective investors of the Income Notes should not rely on this summary only and should 
consult their own tax advisors regvding alternative charactnizatimis of the Income Notes and the consequences of 
their acquiring, holding, and disposing of the Income Notes, including the possibility that the Income Notes will be 
treated as contingent payment debt instruments. Subject to the anit-deferral rules discussed below, payments on 
income Notes paid by the Issuer to a U.S. Holder that is subject to United States federal income tax will be taxable 
to such U.S. Holder as a payment to the extent of (he current and accumulated earnings and profits of the Issuer. 
Dividends will not be eligible for the dividends received deduction allowable to corporations. Distributions in 
excess of earnings and profits will be non-taxable to the extent of. and will be applied against and reduce, the U.S. 
Holder’s adjusted tax basis in the Income Notes. Distributions in excess of earnings and profits and the U.S. 
Holder’s lax basis will be taxable as gain from the sale or exchange of properly. 

The (ax consequences discussed itt (he second preceding paragraph are likely to be materially modified by 
the ami-deferral rules discussed below. In general, each U.S. Holder’s investment in the Issuer will be taxed as an 
investment in a "passive foreign investment company” ("PFIC"}. In addition, each U.S. Holder's investment in the 
Issuer may be taxed as an investment in a CFC, depending (in part) upon the percentage of the Issuer's equity that it 
acquired and held by certain U.S. Holders. If applicable, the rules pertaining to CFCs generally override those 
pertaining to PPlCs {although, in certain circumstances, more than one set of rules may be applicable 
simultaneously). 

Prospective Investors should be aware that in determining what percentage of the equity of the Issuer is 
held by various categories of investors (for example, for purposes of the CFC end information reporting rules 
descrilMd below) and the Liquidation Agent's interest in certain portions of its fee end certain classes of Secured 
Notes may be considered equity (and might be considered voting equity). 

Prospective investors should be aware that the Issuer’s income that is allocated to holders (under the QEF 
rules as well as under the CFC rules discussed below) will not necessarily bear any particular relationship in any 
year to the amount of cash that is distributed on the Income Notes and in any given year may be substantially 
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greater. Such an excess wii! arise, among other circumstances, when Coliatera! Assets are purchased at a disccHint, 
or interest or other income on the Ct^laterai Assets or Credit Default Swap (which is included in gross income) is 
used to acquire other Collateral Assets or to re;»y principal on (he Sentred Notes {which does not give rise to a 
deduction). 

Status of the Issuer as a PFIC. The Issuer will be treated as a “passive foreign investment company” or 
“PFIC for United States federal income tax purposes. U.S. Holders in PFlCs, other than U.S. Holders that make a 
timely “qualified electing fund” of “QEP” election described below, are subject to special rules for die taxation of 
“excess distributkms” (which include bod) certain distributions by a PFIC and any gain recogrtized on a disposition 
of PFIC stock), in g«»rai, se^ion 1 291 of the Code provides that the amount of any “cxc^ distribution” will be 
alloctded to each day of the U.S. Holder’s holding period for its PFIC stock. The amount allocated to the current 
year will be included in the U.S. Holder’s gross income far the current year as ordinary income. With respect to 
vnounts ailoctued to ;xior years, the tax imposed for the current year will be increased by the “defmed tax amount'' 
(an amount ciJculated with respect to each prior year by multiplying the amount allocattd to such year by the 
highest rate of tax in effect for such year, together with an interest charge, as though (he amounts of tax were 
overdue). 


An excess distribution is the amount by which distributions for a taxable year exceed 125 percent of the 
average distribution in respect of (he Income Notes during the three preceding taxable years (or, if shorter, the 
investor’s holding ptziod for the Income Notes). As indicated above, any gain recognized upon disposition (or 
demed disposition) of the Income Notes will be treated as an excess distribution and taxed as described above (i.e., 
not be taxable as capital gain). For this purpose, a U.S. Holder that uses an Income Note as security for an 
obligation may be treated as having disposed of the Income Note. 

QEF Election. If a U.S. Holder (including certain U-S. Holders indirectly owning Income Notes) makes 
the qualified electing fund election (the "QEF elecUon”) provided in section I29S of the Code, the U.S. Holder will 
be required to include its pro rata share of (he Issuer’s evdinary income and net capital gains (unreduced by any 
prior year losses) in income (as ordinary income and iong-term capital gain, respectively) for ^cb taxable year and 
tax thereon even if such income and gain is not distributed to the U.S. Holder by the Issuer. In addition, any 
losses ofdte Issuer will not be deductible by such U.S. Holder. A U.S. Holder that makes the QEF election, may, 
however (in general) elect to defer the payment of tax on undistributed income (until such Income Is distributed or 
the Income Note is transferred), provided it agrees to pay interest on such deferr^ tax liability. For this purpose, a 
U.S. Holder (hat uses an Income Note as security for an obligation may be treated as having transferred such Income 
Note, if the Issuer later distributes the income or gain on wdiich the U.S. Holder has already paid taxes, amounts so 
distributed to the U.S. Holder will not be further taxable to tiie U.S. Holder. A U.S. Holder’s tax basis in the Income 
Notes will be increased by (he amount included in such U.S. Holder’s income and decreased by the amount of 
nontaxabie distributions. In general, a U.S. Holder making the QEF Election wilt recognize, on the disposition of 
the Income Notes, capital gain or loss equal (o the difference, if any, between the amount realized upon such 
dispositiof) (including redemption or retirement) and its adjusted tax basis in such Income Notes. Such gain or loss 
generally wilt be longterm capital gain or loss if the U.S. Holder held the Income Note for more than one year at the 
time of disposition. In certain circumstances, U.S. Holders that are individuals may be entitled to preferential 
treatment for net long term capital gains; however, the ability of U.S. Holders to offset capital tosses against 
ordinary income is limited. 

In general, a QEF election should be made on or before the due date for filing a U.S. Holder's federal 
income lax return for (he first taxable year for which it held an income Note. 

The QEF election is effective only if certain required information is made available by the Issuer to the 
IRS. The issuer will undertake to comply with the IRS information requirements necessary to be a QEF, which will 
permit U.S. holders to make the QEF election. Nonetheless, them can be no absolute assurance that such 
information will always be available or presented. 

Where a QEF election is not timely. made by a U.S. Holder for the year in which it acquired its income 
Notes, but IS made for a later year, the excess distribution rules can be avoided by making an election to recognize 
gain from a deemed sale of the Income Notes at the time when the QEF election becomes efTective. 
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A U.S. Holder should consult its own tax advison regarding whether it should make a QEF election (and. if 
it failed to make an initial election, whether it should make an election hi a sui»equent taxable year). 

Status oj the Isner as a CflC U.S. tax law also contains special provisions dealing with controlled forei^ 
corporations (‘K^FC”). A U-S. holder (or any other holder of an interest treated as voting equity in the foreign 
corporation that would meet the definition of U.S. Holders but for the fact that such holder does not hold income 
Notes) that owns (directly or indirectly) at least 10 percent of the voting stock of a foreign corporation, the U.S. 
Holder is considered a ‘'U.S. Shareholder'* with respect to the foreign corporation. If U.S. Shareholders in the 
aggregate own (directly or indirectly) more than S0% of the vming power or value of the stock of such corporation, 
the foreign corpor^ion will be classified as a CFC. Complex attribution rules apply for purposes of determining 
oiwiership of stock in a foreign corporation such as the Issuer. 

If the IsstKr is classified as a CFC, a U.S. Shareholder (and possibly any U.S. Holder that is a direct or 
indirect holder of a grantor trust that is considered to be a U.S. Shareholder) that is a shareholder of the Issuer of 
the end of the issuer's taxable year generally would be subject to currort U.S. tax on the income of the Issuer, 
regardless of cash distributions from Ote Issuer. Earnings subject to tax generally as income of the U.S. Holder 
generally will not be taxed agun when they are distributed to the U.S. Holder, in addition, income that would 
mhowise be characterized as capital gain and gain on the sale of the CFC's stock by a U.S. Shareholder {during the 
period that the corporation is a CFC and thereafter for a five'year period) would be classified in whole or in part as 
dividend income. 

Certain income generated by a corporation conducting a banking, financing, insurance, or other similar 
business would not be includible in a holder’s income under the CFC rules. However, each holder of an income 
Note will agree, by its acquisition of the Income Notes, not to take the position that the Issuer is engaged in such a 
business. Aco>rdingly, if the CFC rules apply, a U.S. Shareholder would generally be subject to tax on its share of 
all of die Issuer's Income. 

Information Reporting, lit general. U.S. Holdm that acquire any Income Notes (or any Class of Notes 
recharacterized as equity in the Issuer) for cash may be required to file an IRS Form 926 with the IRS and to supply 
certain additional information to the IRS if (i) such U.S. Knider owns (directly or indirectly) immediately after the 
transfer, at least 10% by vote or value of the issuer or (ii) the transfer when aggregated with all related transfers 
under applicable regulations, exceeds U.S.SIOO,000. In the event a US. Holder that is required to file such form 
fails to file such form, the U.S. Holder could be subject to a penalty of up to U.s.$l00,000 (computed as 10% of the 
gross amount paid for the Income Notes) or more if the failure to file was due to intentional disregard of its 
obligation). Other important information reporting requirements apply to persons that acquire 10% or more of a 
foreign corporation’s equity. 

Prospective investors should consult with their own lax advisors with respect to whether ihey are required 
to file IRS Form BS86 (Reportable Transaction Disclosure Suiemeni). 

Tax-Exempt Investors. Special considerations apply to pension plans and other investors ("TaX'Exempt 
investors") that are subject to tax only on their ’'unrelated business taxable income" (“UBTI"). A Tax-Exempt 
investor's income from an investment in the Issuer generally should not be treated as resulting in UBTI under 
current law, so long as such investor's acquisition of slock in the Issuer is not debt-financed, and such investor does 
not own more than 50% of the Issuer's equity (here, the Income Notes and any Class of Secured Notes (if any) that 
is recharacterized as equity). 

Tax-Exempt Investors should consult theii own tax advisors regarding an investment in the Issuer. 

Taxation of Non-JS Holders. Dividends on. and gain from the sale, exchange or redemption of. Income 
Notes generally should not be subject to United States federal income tax in the hands of a Non-U.S. Holder that has 
no conneclitm with the United States other than the holding of the Income Notes. 
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Cayman Islands Tax Con^deratioiu 

The following discussion of certain Cayman islands income tax ojnsequences of an Investment in the 
Nt^es is based on the advice of Maples and Calder as to Cayman Islands law. The discussion is a genera! summary 
of present law, which is subject to prospective and retroactive change. Il assumes that the Issuer will conduct its 
affairs in accordance with assumptions made by, and repmenutions made to. coun^l. it is not intended as tax 
advice, does not consider any investor's particular circumstances, and does not consider tax consequences otiter than 
those arising under Cayman Islands law. 

Under existing Cayman Islands laws: 

(i) payments of principal and interest in respect of the Notes will not be subject to taxation in the 
Cayman islands and no withholding wilt be required on such payments to any Holder of a Note and gains d«ived 
from the sale of Notes wilt not be subject to Cayman Islands income or connotation tax. The Cayman Islands 
currently have no ineome, corporation or capital gains tax and no estate duty, inheritance tax or gift tax; and 

(ii) No stamp duty is payable in respect of the issue of the Notes. The Notes themselves wilt be 
stampable if they are executed in or brought into the Cayman Islands. An instrument of transfer in respect of a Note 
is stampable if executed in » brought into the Cayman Islands. 

The Issuer has been incorporated under the taws of the Cayman islands as an exempted company and, as 
su<^, has allied ftrr and obtained an undertaking from the Governor In Cabinet of the Cayman Islands in the 
following form: 


THE TAX CONCESSIONS LAW 
(1999 REVISION) 

undertakjng as to tax concessions 

In accordance with Section 6 of the Tax Concessions Law <1999 Revision) the Governor in C^inet 
undertakes with Hudson Mezzanine Funding 2006-1, Ltd. (the “Company”}: 

(a) that no law which is hereafter enacted in the Islands imposing any tax to be levied on profits, 
income, gains or appreciations shall apply to the Company or its operations; and 

(b) In addition, that no tax to be levied on profits, income, gains or appreciations or which is in the 
nature of estate duty or inheritance tax shall be payable 

(i) on or in respect of the shares, debentures or other obligations of the Company; or 

(Ii) by way of the withholding in whole or in part of any relevant payment as defined in Section 6(3) 

of the Tax Concessions Law ( 1 999 Revision). 

These concessions shall be for a period ofthiny years from the 26th day ofSeptember, 2006. 

ERISA CONSIDERATIONS 

The United States Employee Retirement Income Security Act of 1974, as amended C'ERfSA”), imposes 
certain requirements on “employee beneftt plans” as defined in and subject to Title I of ERISA, including entities 
such as collective investment funds and separate accounts whose underlying assets include the assets of such plans 
(collectively, “ERISA Plans"), and on those persons who are fiductaries with respect to ERISA Plans. Investments 
by ERISA Plans are subject to ERISA's general fiduciary requirements, including the requirement of investment 
prudence and diversific^ion and the requirement that an ERISA Plan’s investments be made in accordance with the 
documents governing such ERISA Plan. The prudence of a particular investment must be determined by the 
responsible fiduciary of an ERISA Plan by taking into account the ERISA Plan's particular circumstances and all of 
(he facts and circumstances of the investment including, but not limited to, the matters discussed above under “Risk 
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Factors” and the fact that in the future there may be no marfcet in which such fiduciary will be able to sell or 
odierwise dispose of the Notes. 

Section 406 of ERISA and Section 4975 of die Code prohibit certain transactions involving the assets of an 
ERISA Plan (as well as those plans that are not subject to ERISA but which are subject to Section 4975 of the Code, 
such as individual retirement accounts (together with ERISA Plans, "Plans")} and certain persons (refeired to as 
"parties in interest” undw ERISA or “disqualified persons” under the Code (collectively, “Partin in interest”}) 
having certain relationships to such Plans, unless a sututoiy, reguiatoiy of administrative exemption is applicable to 
the transaction. A Party in Interest who engages in a fvobibited transaction may be subject to excise taxes and other 
penalties and liabilities under ERISA wd Section 4975 of the Code. 

The United States Department of Labor (“DOL”) has promulgated a regulation, 29 C.F.R. S^ion 25I0.3> 

1 0 1 (the “Plan Asset Regulation”), as modified by Section 3(42) of ERISA, describing udiat constitutes the assets of 
a Plan (“Plan Assets”) with respect to the Plan’s investment in an entity for purposes of app^ing ERISA and Snnion 
4975 of the Code. Under the Plan Asset Regulation, if a Plan invests in an “equity interest” of an «)tity that is 
neither a “publicly olTered security” nor a security issued by an investment company registered under the Investnwmt 
Company Act, tiK Plan’s assets include both the equity interest and an undividol interest tn each of the entity’s 
underlying assets, unless it is established that the entiQ' is an “operating company” or that equity participation in the 
entity by Benefit Plan Investors is not ‘‘significant." 

Prohibited transactions may arise under Section 406 of ERISA or Section 4975 of the Code if Notes are 
acquired with Plan Assets with respect to which the Issues, the Initial Purchaser, the Liquidation Agent, the Tru«ee, 
the Fiscal Agent or viy of their respective affiliates, is a Party in Interest Certain exemptions from the prohibited 
transaction provisions of Section 406 of ERISA and Section 4975 of the Code may be applicable, however, 
depending in pan on the type of Plan fiduciary making decision to acquire a Security and the circumstances 
under which such decision is made. Included among these exemptions are: DOL Pre^ibited Transaction 
Class Exemption ("PTCE”) 96-23, reg^ding transactions effected by "in-house asset managers”; PTCE 95-60, 
regarding investments by insurance company general accounts; PTCE 91-38, regarding investments by bank 
collective investment funds; PTCE 90-1, regarding investmeits by insurance company pooled separate accounts; 
and PTCE 84-14, regarding transactions effected by “qualified fvofessionai asset manageis;” and the service 
provider exemption under new Section 408(b)(t7)of^SA and new Section 4975(dX20) of the Code (the “Service 
Provider Exemption"). There can be no assurance that any class or other exemption will be available with respeo to 
any particular transaction involving the Notes, or that, if available, the exemption would cover all possible 
prohibited transactions. 

Governmental plans and certain church and other plans, while not necessarily subject to (he fiduciary 
responsibility provisions of ERISA or the provisions of Section 4975 of the Code, may nevertheless be subject to 
state or other federal laws that are substantially similar to the foregoing provisions of ERISA and the Code. 
Fiduciaries of any such plans should consult with iheir counsel before purchasing any Notes. 

Any insurance company proposing to invest assets of its general account in the Notes should consider the 
extent to which such investment would be subject to the requirements of ERISA in light of the U.S. Supreme 
Court’s decision in John Hancock Mvlua! Life Insurance Co. v. Harris Trust and Savings Bank, 510 U.S. 86 (1993), 
»ui the enactment of Section 401(c) of ERISA. In particular, such an insurance company should consider the 
retroactive and prospective exemptive relief granted by the DOL for transactions involving insurance company 
general accounts in ^CE 95-60 and the regulations issued the DOL, 29 C.F.R. Section 2S50.401C-] (January 5, 
2000). Certain additional information regarding general accounts is set forth below. 

Any Plan fiduciary or other person who proposes to use Plan Assets to purchase any Notes should consult 
with its counsel regarding the applicability of the fiduciary responsibility and prohibited transaction provisions of 
ERISA and Sectimi 4975 of the Code to such an investment, and to confirm that such investment will not constitute 
or result in a non-exempt prohibited transaction or any other violation of an applicable requirement of ERISA. 

Tlie sale of any Security to a Plan, or to a person using Plan Assets to effect its purchase of any Security, Is 
in no respect a representation by die iHuers, the Initial Piffchaser, the Liquidation Agent, the Trustee or the Fiscal 
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Agent that such an investmeni meets all relevant legal requirements with respect to investments by Plans generally 
or any particular Plan, or that such an investment is appreciate for Plans generally or any particular Plan. 

Class S Notes, Class A Notes, Class B Notes, Class C Notes and Class D Notes 

For purposes of the Plan Asset Regulation, an equity interest includes any interest in an entity other thut an 
instrument that is treated as indelMedness under applicable local law and which has no substantial equity feamres. 
Because the Secured Notes (a) are expected to be treated as indebtedness under local taw and for ficd«al tax 
purposes (see “income Tax Considerations" herein), and (b) should not be deemed to have any “substantial equity 
features,” purchase of the Secured Notes with Plan Assets should not be treaexi as equity investments and. 
therefore, Pledged Assc^ should not be deemed to be Plan Assets of the investing Plans. Those crmciusicms are 
based, In part, upon the madltional d^t features of the Secured Notes, including the reasonable expectation of 
purchasers of the Secured Notes that the Secured Notes mil be repaid vdien due. as well as the absence of 
conversion rights, warrants and odier typical equity features. However, if the Secured Notes were nevertheless 
treated as equity inttH-ests for purposes of the Plan Asset Regulation and if the assets of the issuers wtee deemed to 
constitute Plan Assete of an investing Plan, (i) transactions involving the assets of the Issuers could be subject to the 
fiduciary responsibility and prohibited transaction pn>visions of ERISA and Section 497S of the Code, (ii) the assets 
of the Issuers could be subject to ERISA’s reporting and disclo^re requironents, and (iii) the fiduciary causing the 
Plan to make an investment in the Notes could be deemed to have delegated hs responsibility to manage Plan 
Assets. 


By its purchase of any Class S Note. Class A Note, Class B Note, Class C Note or Class D Note, the 
purchaser thereof will be deemed to have represented and warranted either that (i) it is not and will not be a Plan or 
an entity whose underlying assets include Plan Assets by reason of any Plan's investment in the entity, or an 
employee benefit plan whidi is subject to any federal, state, local or foreign law (“Similar Law") that is substantially 
similar to the provisions of Section 406 of ERISA or Section 4975 of the Code; or (ij) its purchase and holding of a 
Class S Note. Class A Note, Class B Note, Class C Note or Class D Note are eligible for the exemptive relief 
available under PTCE 84*14, 90*1, 91*38, 95*60, 96-23, the &rvice Provider Exemption, or a similar exemption or, 
in the case of a plan subject to Similar Law, do not and will not constitute or result in a prohibited transaction under 
Similar Law for which an exemption is not available. 

Class E Notes and Income Notes 

Equity participation in an entity by Benefit Plan Irvcskhs is “significant" under the Plan Asset Regulation 
(see above) if 2SH or more of the total value of any class of equity interest in the entity is held by Beneni Plan 
investors, if equity participation in either issuer by Benefit Plan investors is "significant,” the assets of such issuer 
could be deemed to be Plan Assets of Plans investing in the equity. If the assets of either Issuer were deemed to 
constitute Plan Assets of an investing Plan, (i) transactions involving the assets of such Issuer could be subject to the 
fiduciary responsibility and prohibited transaction provisions of ERISA and Section 4975 of the Code, (u}the assets 
of the Issuer could be subject to ERISA's reporting and disclosure requirements, and (iii) the fiduciary causing the 
Plan to make an equity investment in the Issuer could be deemed to have delegated its responsibility to manage Plan 
Assets. The term "Benefit Plan Investor” includes (i) an employee benefit plan as defined in and subject to the 
provisions ofTitle 1 of ERISA, (ii) a plan as described in and sut^ect to Section 4975(eXl) of the Code and (iii) any 
entity whose underlying assets include Plan Assets by reason of any such employee benefit plan’s or plan's 
investment in the entity. For purposes of making the 25% determination, the value of any equity interests in the 
Issuer held by a person (other than a Benefit Plan Investor) who has discretionary authority or control with respect to 
the assets of the Issuer, any person who provides investmeni advice for a fee (direct or indirect) with respect to such 
assets, or any afTiiiaie of such a person (any of the foregoing, a "Controlling Person"), are disregarded. Under the 
Plan Asset Regulation, an “affiliate" of a person includes any person, directly or indirectly through one or more 
intermediaries, controlling, controlled by or under common control with the person, and “control" with respect to a 
person, other than an individual, means the power to exercise a controlling influence over the management or 
policies of such person, if the equity participation in an entity by Benefit Plan Investors is significant, then the 
entity’s assets will be deemed to constitute Plan Assets to the extent of such investor’s interest in the entity. 

The Class E Notes and the Income Notes mil be equity interests for purposes of applying ERISA and 
Section 4975 of the Code. Accordingly, purchases and transfers of Class E Notes and income Notes wit! be limited, 
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$0 that !ess than 2S% of tfie total value of all the Dass E Notes or the income Notes win be held by Benefit Plan 
Investors, by requiring each purchaser w tivisfeiee of a Class £ Nme (other them a Regulation S Class E Note) or an 
Income Note (other than a Regulation S Income N^} U) make (w, in the case of a Regul^ion S Class E Note or 
Regulation S lnc<»ne Note, to be deemed to have made, certain representations and agree to additional transfer 
restrictions described under "Notice to Investors.** No purchase of a Class E Note or an Income Note by. or 
proposed transfer to, a person that has r^resented that it is a Benefit Plan Investor or e Conuolling Person will be 
permitted to the extoit that such purchase or transfer would result in perstms that have represented that they are 
Benefit Plan Investors owning 23% or more of the total vdue of the outstanding Class E Notes or Income Notes 
immediately after such purchase or proposed transfer (determined in accordance with the Plan Asset Rt^uiation and 
the Fiscal Agency Agreemott), based upon the representations made by investors. In addition, the Initial Purchaser, 
the Liquidation Agent, the Trustee and the Fiscal Agent t^ee that neither they nor any of their respective affiliates 
will acquire any Ciast E Notes or Income Notes unless such acquisition would not. as determined by the Trustee or 
the Fiscal Agent, result in persons that have acquired Class £ Notes or Income Noies and r^esented that th^ are 
Benefit Plan Investors owning 25% or more of the total value of the outstanding Class E Notes or Income Notes 
immediately after such acquisitiem by the Initial Purchaser, the Liquidation Agent, the Trustee or the Fiscal Agent, 
inccune Notes held as principal by the Initial Purchaser, the Liquidation Agent, the Trustee, the Fiscal Agent, any of 
their respective affiliates and persons that have represented ftat th^ ere Controlling Persons will be disregarded and 
will not be treated as outstwding for purposes of determining compliance with the 25% limitation to the extent thtf 
such a Controlling Person is not a Benefit Plan Investor. Any Benefit Plan Investor that acquires Class E Notes 
(other than the Reguluion S Class E Notes) or Income Notes (other than the Regulation S Income Notes) will be 
required to represml and agree (or, in the case of the Regulatton S Class E Notes or Regulation S Income Notes, will 
be deemed to have represented and agreed) that the acquisition and holding of the Class E Notes or Income Notes 
will not constitute a prohibited transaction under ERISA or Section 4975 of the Code, for which an exemption is not 
available. If any purchaser or transfme of Class E Notes or Income Notes is an employee benefit plan subject to 
Similar Law, such purchaser or transferee will be deemed to have represented and warranted that its purchase and 
holding of the Class £ Notes Income Notes wilt not constitute or result in a violation of any Similar Law for which 
an exemption is not available. 

Any entity using Plan Assets Co purchase Notes, including an insurance company using general account 
assets, may be asked (t) to identify the maximum percentage of the assets of such entity or general account that may 
be or become Plan Asseu, (li) whether it is a “ComTolling Person" (defined above), and (iil) without limiting the 
remedies that may be available in the event that the maximum percentage is thereafter exceeded, to agree to notify 
the Issuer, and dispose of certain Notes as instructed by the Issuer, before (he specified maximum percentage is 
exceeded. 


CERTAIN LEGAL INVESTMENT CONSIDERATIONS 

institutions whose investment activities are subject to legai investment laws and regulations or to review by 
certain regulatory authorities may be subject to restrictions on investments in the Secured Notes and the income 
Notes, Any such institution should consult its legai advisors in determining whether and to what extent there may 
be restrictions on its ability to invest in the Secured Notes and the Income Notes. Without limiting the foregoing, 
any financial institution that is subject to the jurisdiction of (he Comptroller of Currency, the Board of Governors of 
the Federal Reserve System, the Federal Deposit Insurance Coiporation, the Office of Thrift Supervision, the 
National Credit Union Administration, any state insurance commission, or any other federal or stele agencies with 
similar authority should review any applicable nilcs, guidciines and regulations prior to purchasing the Secured 
Notes or the Income Noies. Depository institutions should review and consider the applicability of the Federal 
Financial Institutiorts Exwnination Council Supervisory Policy Statement on Securities Activities, which has been 
adopted by (he respective federal regulators. 

None of the Issuers or die Initial Purdiaser make any representation as to the proper characterization ofthe 
Secured Notes tr Income Notes for legal investment or other purposes, or as to the ability of particular investors to 
purchase the Secured Notes or Income Notes for legal invosunenl or other purposes, or as to the ability of particul^ 
investors to purchase (he Secured Notes or Income Notes under applicable investment restrictions. The issuers 
understand that certain state insurance regulators, in response to a request for guidance, may be considering the 
characterization (as U.S. domestic or foreign (non-U.S.)) of certain collaieraitzed debt obligatiort securities co-issued 
by a non-U.S. issuer and a U-S. co-issuer. There can be no assurance as to the nature of any guidance or other action 
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that may result from sudh con$jd«3tion. The uncertunties described ^ove (and any unfavorable future 
detenninattons concerning legal investment or financial institution regulatory characteristics of Ote Secured Notes or 
Income Notes) may affect the liquidity of the Scared Notes or Income Notes. Accoidingly, all institutions whose 
activities are subject to le^l investment laws and regulations, regulatory capital requirements or review by 
regulatory authorities should consult their own legal advisors in determining whether and to whal extent the Secured 
Notes OF Income Notes are subject to investment, capital or other restrictions. 

LEGAL MATTERS 

Certain legal matters will be passed upon for the Issuer and the Initial Purchaser by Stdiey Austin U.P. 
Certain matters with respect to Cayman Islands law wll be passed upon for the issuer by Miq>les and Caider, Grand 
Cayman, Cayman islands. 


UNDERWRITING 

The Offered Notes will be offered by Goldman. Sachs & Co. (the “Initial Purchaser"), from time to lime at 
varying prices in negotiated transactions subject to prior sale, when, as and if issued. Subject to the terms and 
.conditions set fordi in the Purchase Agreement (the “Purchase Agreement") dated as of October 25, 2006 among 
Goldman, Sachs k Co. and the Issuers, the Issuers have agreed to sell to Goldman, Sachs k Co. and Goldman, 
Sachs k Co. has agreed to purchase all of the Secured Notes and the Income Notes. 

Under the terms and conditions of the Purchase Agreement, the Initial Purchaser is committed to cake and 
pay for all the Offered Notes to be offered by it, if any are taken. Furthermore, under the terms and conditions of the 
Purchase Agreement, the initial Purchaser will be entitled to an underwriting discount on the Offered Notes 
pur^ased by it and a fixed structuring fee based upon the aggregate principal amount of the Notes. 

The Offered Notes purchased from the Issuers ^ the Initial Purchaser will be offered by it from time to 
lime for sale in negotiated transactions or otherwise at varying prices to be determined at the time of sale plus 
accrued interKt, if any, from the Closing Date. 

file Notes have not been and will not be registered under the Securities Act for offer or sale as part of their 
distribution and may not be offered or sold within the United States or to, or for the account or benefit of, a U,S. 
Person or a US. resident (as determined for purposes of the Investment Company Act, a “US. Resideni”) except in 
certain transactions exempt from, or not subject to, the registration requirements of the Securities Act. 

The Issuers have been advised by (a) the Initial Purchaser that ll proposes to resell the Offered Notes (a) 
outside Che United States (in part, by Goldman, Sachs k Co., through its selling agent) in offshore transactions in 
reliance on Reguiation S and in accordance with applicable law and (b) in the United States only to (I) Qualified 
Institutional Buyers in reliance on Rule I44A purchasing for iheir own accounts or for the accounts of Qualified 
institutional Buyers or (2) in the case of the Income Notes only, Accredited Investors, which have a net wot^ of not 
less than U.S.S 10 million, each of which purchasers or accounu is a Qualified Purchaser. The Initial Purchaser’s 
discount will be the same for the Regulation S Notes and the Rule 144A Notes ofTered hereby and for the Income 
Notes within each Class of Notes. 

The initial Purchaser has acknowledged and agreed ih^ it will not offer, sell or deliver any Regulation S 
Notes purchteed by it to, or fw the account or benefit of. any U.S. Person or U.S. Resident (as determined for 
purposes of the Investment Company Act) as part of its distribution at any time and that it will send to each 
distributor, dealer or person receiving a selling concession, fee or other remuneration to which it sells Reguiation S 
Notes purchased by it a con^rmatitm or other notice setting forth the prohibition on offers and sales of the 
Regulation S Notes within the United Stales or to. or for the account or benefit of, any U.S. Person or U.S. Resident. 

With lespect to the Notes initially sold pursuant to Rcgul^ion S. unlit the expiration of (x) forty (40) days 
after the commencement of the distribution of the offering of (he Secured Notes by Goldman, Sachs & Co., with 
respect to offers or sales of the Secured Notes end (y) one year after the commencement of the distribution of the 
Income Notes, with respeef to offers or sates of the Income Notes purchased by the initial Purchaser, an olTer or sate 
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of Hoits withiir the United States by a dealer that is not participating in the offering may violate the registration 
requirements of the Securities Act if such offer or sale is made otherwise than in accordance with Rule i44A w 
pursuant to another exemption from registration under the Seoiiities Act. 

Tlie Initial Purchaser has represented, warranted and agreed that: (i) it has not made or will not make an 
offer of shares to the public in the United Kingdom wHhtn the meaning of secUon I02B of U<e Financial Services 
and Markets Act 2000 (as amended) (‘'PSMA”} except to l^ai ouities which are authorized or regulated to operate 
in the financial markets or, if not so authorized or regulated, whose corporate purpose is solely to invest in securities 
or oth«wi» in circumstances vdiidi do not require the publication by the company of a ^spectus pursuant to the 
Prospectus Rules of Ote Financial Services Authority (FSA); (ii) it has only communicated or caused to be 
communicated and will only communicate or cause to be communicated any invitation or inducunent to engage in 
investment aaivi^ (within the meaning of seebtm 21 of the FSMA) to persons who have professional experience in 
m^ers relating to investments failing widtin Aiticte I9(S) of the FSMA (Financial Promotion) Order 2005 or in 
circumstances in wdrich seoion 21 of the FSMA does not apply to the Issuer; and (iii) it has complied and will 
comply with all applicable provisions of the FSMA with respe^ to anything done by it in relation to the Notes in, 
from or otherwise involving the United Kingdom. 

The Notes may not be offered or sold by means of any document other than to persons whose ordinary 
business is to buy or sell shares or debentures, whether as principal or agent, or in circumstances which do not 
constitute an offer to the public within the meaning of the Companies Ordinance (Cap. 32) of Hong Kong, and no 
advertisement, invitation or document relating to the Notts may be issued, whether in Hong Kong or elsewhere, 
which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong K<mg (except if 
permitted to do so under the securities laws of Hong Kong) other than with respect to Notes which ue or ere 
intended to be disposed of only to persons outside Hong Kong or only to “professional investors'* within the 
meaning of the Securities and Futures Ordinance (Cap. S71)orH<mg Kong and any rules made thereunder. 

This Offering Circular has not been registered as a pro^ectus with the Monetary Authority of Sittgapore. 
Accordingly, this Offering Circular and any other document or material in connection with the oHer or sale, or 
invitation or subscription or purchase, of the Notes may not be circulated or distributed, nor may the Notes be 
offered or sold, or be made the subject of an invitation for subscrifdion or purdiase, whether directly or indirectly, Co 
persons in Singapore other than (i) to an instituiiona) investor under Section 274 of the Securities and Futures Act, 
Oiapicr 289 of Singapore (the “SFA”), (Ii) to a relevant person, or any person pursuant to Section 275( 1 A), and in 
accordance with the conditions, specified in Section 275 of the SPA or (iii) otherwise pursuant to, and in accordance 
with the conditions of, any other applicable provision of the SFA. 

Where the Notes are subscribed or purchased tmder Section 275 by a relevant person which is: (a) a 
corporation (which is not an accredited Investor) the S(He business of which is to hold Investments and the entire 
share capital of which is owned by one or more individuals, each of whom is an accredited investor; or (b) a trust 
(where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary is an 
accredited investor, shares, debentures and units of shares snd debentures of that corporation or the beneficiaries’ 
rights and interest in that trust shall not be transferable for 6 months after that corporation or that trust has acquired 
the Notes under Section 275 except: (I) to an institutional Investor under Section 274 of the SFA or to a relevant 
person, or any person pursuant to Section 275(IA), and in accordance with the conditions, specified in Section 275 
of the SFA; (2) where no consideration is given for the transfer, or (3) by operation of law. 

The Notes have not been and will not be registered under the Securities and Exchange Law of fapan (the 
Securities and Exchange Law) and the Initial Purchaser has agreed that it will not offer or sell any Notes, directly or 
indir^tly, in Japan or to, or for the benefit of, any resident of Japan (which term as used herein means any person 
residott in Japan, including any corporation or other entity organized under the laws of Japan), or to others for re- 
offering or resale, directly or indirectly, in Japan or to a resident of Japan, except pursuant to an exemption from the 
registration requirements of, and otherwise in compliance with, the Securities and Exchange Law and any other 
applicable laws, regulations and ministerial guidelines of Japan. 

In relation to each Member State of the European Economic Area which has implemented the Prospectus 
Directive (each, a “Relevant Member State"), the Initial Purchaser has represertted and agreed that with effect ftom 
and including the date on which the Prospectus Directive is implemented in that Relevant Member Stale (the 
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“Relevant Implementalion Date”) it has not made and will not make an offer of Notes to the public In Aal Relevant 
Member State prior to the (Hibiication of a proi^ectus in relation to the Notes which has been apj^ved by the 
competent authority in that Relevant Member State or. wh«e appropriate, approved In another Relevant Member 
Stele and notified to the oimpetent authority in that Relevant Member State, aJi In accordance with the Prospectus 
Directive, except that it may. with elTect from and inciuchng the Relevant Implementation Date, make an offer of 
Notes to the public in that Relevant Member State at any time ; 

(a) to legal entities whidi are authorized or regulated to operate in the financial maricets or, if not so 
authorized or regulated, whose corporate purpose is solely to invest in securities; 

{b) to any legal entity vriiich has two or more of (1) an average of at least 250 employeen during the 
last financial year; (2) a total balance sheet of more than €43,000,000 and (3) an annual net turnover of more than 
650,000,000, as shown in its last annual or consolidated accounts; or 

(c) in any ottier circumstances which do not require the publication the Issuer of a prospectus 
pursuant to Article 3 of die Prospectus Directive. 

For the purposes of this provision, the exfvession an “ofTcr of Notes to the public" in relation to any Notes 
in any Relevant Member State means the communication in any form and by any means of sufficient information on 
the terms of the offer and the Notes to be offered so as to ei»ble an investor to decide to purchase or subscribe the 
Notes, as the same may be varied in that Relevant Member State by any measure implementing the Prospectus 
Directive in that Relevant Member State and the expressitm Prospectus Directive means Directive 2003/7 i/EC and 
includes any relevant implementing measure in each Relevant Member State. 

The Initial Purchaso- has a^eed that it has not made and will not make any invitation to the public in the 
Cayman Islands to purchase any of the Offered Notes. 

Buyers of Regulation S Securities sold by the mlling agent of Goldman, Sachs &. Co. may be required to 
pay stamp taxes and other charges in accordance with the laws and practice of the country of purchase in addition to 
the purchase price. 

No action has been or will be taken in any jurisdiction that would permit a public offering of the Notes, or 
the possession, circulation or distribution of this Offering Circular or any other material relating to the Issuers or the 
Notes, in any jurisdiction where action for such purpose is required. Accordingly, the Notes may not be offered or 
sold, directly or indirectly, and neither this Offering Circular nor any other oflering material or advertisements in 
connection with the Notes may be distributed or published, in or from any country or jurisdiction except under 
circumstances that will result in compliance with any applicable rules and regulations of any such country or 
jurisdiction. 

The Notes are a new issue of securities with no established trading market. The issuers have been advised 
by Goldmui, Sachs Jt Co. that it may make a market in the Notes H is offering but is not obligated to do so and may 
discontinue muiet making at any time without notice. No assurance can be given as to the liquidity of the trading 
marked for the Notes. There can be no assurance that any secondary market for any of the Notes will develop, or, if 
a secondary market does develop, that it will provide the Holders of the Notes with liquidity of investment or that it 
will continue for the life of the Notes. 

Application may be made to the Irish Stock Exchange for the Notes to be admined to the ofTicial I'tsi of the 
Irish Slock Exchange arid to trading on its regulated market. There can be no assurance that any such application 
will be made or that any such listing will be obtained. 

The Issuers have agreed to indemnify the Initial Purchaser, the Liquidation Agent, the Administrator and 
the Trustee and Ihcir respective directors, officers, employees and agents against certain liabilities, including in the 
case of the Initial Purchaser, liabilities under the Securities Act, or to contribute to payments they may be required to 
make in respect thereof. In addition, the Issuers have made certain representations and warranties to the Initial 
Purchaser and have agreed to reimburse the initial Purriiaser for certain of its expenses. 
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The initial Purchaser may. from time to time as principal or through one or more investment ^nds that it 
manages, make investments in the equity securities of one or more of the issuers of Reference Obligations and 
Collateral Securities with the result that one or more of such issuers may be or may betsme controlled by the Initial 
Purchaser, 
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INDEX OF DEnNED TERMS 
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Accounts.. 61, A'l 
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Amortization Shortfall Account 112 
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BIE Transaction Cost A-4 

Board of Directors A-4 
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CDR 116 

CDS Counterparty Collateral.. 1 12 

CDS Counterparty Collateral Account 112 

CDS Transaction 34 

CFC 125 

Class A-4 

Class A Adjusted Overcollateralization Ratio A-4 

Class A Note Redemption Price A-4 

Class A Notes 2 , 28 

Class A-b Note Interest Amount 63 

Class A-b Note Interest Rate A-S 

Class A-b Note Redemption Price A-5 
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APPENDIX A 


Certaia Dcriacd Terms 

“Accounts" means cotlectivety, the Interest Collection Account, the Payment Account, the Ex^nse 
Reserve Account, the Collatera! Account {including the Cash Collateral Account), the CDS Counterparty Collateral 
Account, the Collateral Put Provider Account, the Amortization Shortfall Account and dte Delivered Obligaticm 
Account. 


“Actual Interest Amount" means with respect to any Reference Obligation Payment Date, payment by or 
on behalf of the Reference Entity of an amount in respect of interest due urrder the Reference Obligation {including, 
without limitation, any defeimd interest or defaulted interest relating to the CDS Transaction but excluding 
payments in respect of prepayment penalties, yield maintenance provisions or pHneipai, except that the Actual 
Interest Amount shall include any payment of principal representing capitalized interest) to the holder{s) of die 
Reference OUigatton in respect of the Reference Obiigstirm. 

“ActuarPrincipai Amount” means, with respect to the Final Amortization Date or the legal fmal maturity 
date of any Referotce ^ligation, die amount paid on such day by or on behalf of the Reference Entity tn resp^ of 
principal (excluding any capitalized interest) to the bolder{s) of the Reference Obligation in respect of the Reference 
Obligation. 

"Actual Rating" meuis with respect to any Reference Obligation, Delivered Obligation or Eligible 
Investment, the actual expressly monitored outstanding public rating assigned by a Rating Agency without reference 
to any other rating by another Rating Agency, and wdti^ rating by its terms addresses the full scope of Che payment 
promise of the obligor on such Reference Obligation, Delivered Obligation or Eligible Investment, aAcr taking into 
account any applicable guarantee or insurance policy or if no such rating is available from a Rating Agency, any 
“credit estimate" or "shadow rating" assigned ty such Ratmg Agency. For purposes of this defrnitlon, (t) the rating 
of “Aaa" assigned by Moody’s to a Reference Obiigatton, Delivered Obligation or an Eligible Investment placed on 
watch for possible downgrade by Moody's will be deemed to have been downgraded by Moody’s by one 
subcategory and any ocher rating assigned by Moody’s to a Reference Obligation, Delivered Obligation or an 
Eligible investment placed on watch for possible downgrade by Moody's will be deemed to have been downgraded 
by Moody's by two subcategories, (ii) the rating assigned by S&P to a Reference Obligation, Delivered Obligation 
or an Eligible Investment placed on watch for possible downgrade by S&P will be deemed to have been downgraded 
by S&P by one subcategory, (iii) the rating of “Aal” assi^ed by Moody’s to a Reference Obligation, Delivered 
Obligation or Eligible Investment placed on watch for possible upgrade by Moody’s will be deemed u> have been 
upgraded by Moody's by one subcategory and any other rating assigned by Moody’s to a Reference Obligation, 
Delivered Obligation or an Eligible Investment placed on wtdeh for possible upgrade by Moody’s will be deemed to 
have been upgraded by Moody's by two subcategories aid (iv) the rating assigned by S&P to a Reference 
Obligation, Delivered Obligation or Eligible Invesiment pbced on watch for possible upgrade by S&P will be 
deemed to have been upgraded by S&P by one subcategory. 

“Additional Floating Amount” means any Floating Amount described in clause (a), (b) or (c) of the 
definition of Floating Amounts. 

“Adjusted Net Outstanding Portfolio Collaienil Balance” means, on any Determination Date, the Net 
Outstanding Portfolio Collateral Balance reduced by the excess, if any, of (i) the product of (a) the Statistical Loss 
Amount and (b) the lesser of ! and a fraction the nuriKrator of which is U.S.$2, 000,000,000 and the denominator of 
which is the Net Outstanding Portfolio Collateral Balance as of such Delnminalion Date over (ii) the product of (a) 
U.S.$2 1, 300,000 and (b) the lesser of I and a fraction the numerator of which is the Net Outstanding Portfolio 
Collateral Balance as of such Determination Date uid denominaKv of which is U.S.S2, 000,000, 000. 

“Administrative Expenses” means amounts (including indemnities) due or accrued with respect to any 
Payment Date and payable by the Issuer and/or the Co-Issuer to (i) tiie Trustee pursuant to the Indenture or any co- 
trustee appointed pursuant to the indenture; (ii) the Administrator pursuant to the Administration Agreement; (iii) 
(he independent accountants, agents (including the Note Agenu under the Indenture, the Fiscal A^nt and income 
Notes Transfer Agent as defined under (he Fiscal Agency Agreement and the CoilBteral AdministralOf under the 
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Collateral Administration Agreement) and counsel of the issuer for fees and expenses (Including amotmts payable in 
connection with the preparation of tax forms on behalf of the Issuers); (iv) the Liquidation Agent pursuant to the 
Liquidation Agency Agreement (other than the Liquiduron Agent Fee); (v) die Rating Agencies for fees and 
expenses in connectitMi with any rating or credit estimate (including the fe« p^abie to the Rating Agencies for the 
monitonng of any rating or cr^it estimate) of the Notes, including fees ar^ expenses, if any, due or accrued in 
OMineclion with my rating of die Referoice Obligations; (vi) any other person in respect of any governmental fee, 
charge or tax in relation to the Issuer or the Co<laauer. (vH) to the liquid8tor(s) of the Issuer for the fees and 
expenses of liquidating the Issuer following the redemptitm of all of the Notes; (viii) the Iri^ Stock Exchange 
listing any Notes at the request of the Issuer; and (lx) any other person in respect of any other fees or expenses 
(including indemnities and fees relating to the ^K-ovision of the Issuer's registered office) permihed under the 
Transaction Documents; provided that Administrative Expenses shall not include (a) any amounts due or accrued 
With respect to the actions taken on or in connection with the Closing Date, (b) amounts payable in respect of the 
Senior Swap, the Secured Notes and the Income Notes, (c) any Collateral Put Provider Pee p^able under the 
Collateral Put Agreement and (d) any Liquidation Agent Fee payable pursuant to the Liquidation Agency 
Agreement. 

“Aggregate Amortization Amount” means, with re^sect to any Payment Date calculations, the excess, if 
any, of(i) the Maximum Principal Amount on such date over (») the sum of (a) the Aggregate Reference Obligation 
Notional Amount and (b) the par value of any Delivered Obligations, Eligible Investments and any such amounts on 
deposit in the Delivered Obligations Account. 

“Aggregate Calculation Amount of Defaulted Obligations and Deferred Interest PIK Bonds" means the 
least of (a) the Aggr^ate Moody’s Recovery Value of all Defaulted Obligations and Deferred Interest PIK Bonds, 
(b) the Aggregate S£P Recovery Value of all Defaulted Obligations and Deferred Interest PIK Bonds, and (c) the 
aggregate of the Market Values of all Defaulted Obligations and Deferred Interest PIK Bonds. 

“Aggregate Moody's Recovery Value*' means, with respect to Defaulted Obligations and Deferred interest 
PIK Bonds, the aggregate of (a) the Moody’s Recovery Rale fn- each such asset multiplied by (b) the Principal 
Balance of such asset. 

“Aggregate Net Adjusted Amortization Amount" means, with respect to any Payment Date the excess, if 
any, of (i) the Aggregate Net Amortization Amount with respect to such Payment Date over (it) the Senior Swap 
Reduction Amount, if any, with respect to such Foment Dale, which amount will be drawn from the Collateral 
Account pursuant to the Amortization CoilaienI LiquidttioA Procedure and deposited to the Payment Account for 
distribution in accordance with the Priority of Payments on such Payment Date. For the avoidance of doubt, the 
Amortization Collateral Liquidation Procedures will be applied following the Collateral Liquidation Procedure in 
respect of any Senior Waterfall Shortfall Amount in respect of such Payment Date. 

"Aggregate Net Amortization Amount" means, with respect to any Payment Date, the excess, if any, of (i) 
the Aggregate Amoriization Amount, if any, for such Payment Due over (ii) the Senior Waterfall Shortfall Amount, 
if any, for such Payment Date. 

“Aggregate Outstanding Amount'' means, with respect to any of the Secured Notes or Income Notes on any 
date of determination, the aggregate principal amount of such Secured Notes or Income Notes outstanding on such 
date. 

"Aggregate Outstanding Portfolio Amount" means the sum of (i) the Aggregate Reference Obtigalion 
Notional Amount and (ii) the Principal Balance of the Ddivered Obligations and any Eligible Investments in the 
Delivered Obligations Account. 

“Aggregate S&P Recovery Value" means the sum of, with respect to each Defaulted Obligation and each 
Deferred Interest PIK Bond of the lesser of (a) the Market Value for such Defaulted Obligation or Deferred Interest 
PIK Bond, as applicable, and (b) the $&P Recovery Rate for such Defaulted Obligation or Deferred Interest PIK 
Bond multiplied by the Principal Balance of such Defaulted Obligation or Deferred Interest PIK Bond. 
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“Amoitizaiion Coiiaieral Ln^uidtUion Procedure" means, in connection with the payment of any Aggregate 
Net Adjusted Amortization Amotmt, (i) finiy by applying each amount on deposit in the {^liateral Account received 
as principal on the Collateral Securities and Eli^bte Investments and (li) second, once any such cash on deposit in 
the Collateral Account has been roiuced to zero, hy liquidating EligiUe investments in the Collateral Account, in 
each «s5e, up to the lesser of (a) such Aggregate Net Adjusted Amoftizaiion Amount or (b) amounts available in the 
Collateral Account pursuant to subcleuse (Q above and, if oecessary, (il). 

“Amortization Payment Amount" means, with respect to any Payment Date, the sum of 0) the Senior 
Waterfall Shortfall Amount with respKt to such Payment Date and (ii) the Aggregate Net Adjusted Amortization 
Amount with respect to such Payment Date. 

“Amortization Proceeds" means with respect to each Payment Date, the Amortization Payment Amount 
drawn from the Collateral Account pursuant to the Amortizaion Cotlateral Liquidation Procedure and deposited to 
die Payment Account for distritMition pursuant to the Priori^ of Payments. 

"Amortization Shortfall Amount" means, on any P^ment Date where sufTicient funds cannot be drawn 
from the Collateral Account pursuant to the Amortization Collateral Liquidation Procedure, the dilTerence between 
the Aggregate Net Adjusted Amortization Amount for sych P^ment. Date and (he amount available from die 
Collateral Account on such Payment Date pursuant to the Amortization Collateral Liquidation Procedure. 

“Apptici^Ie Pereentage” means, on any day, a percentage equal to A divided by B, where “A" means the 
product of the Initiai Pace Amount <as such term is defined in related CDS Transaction) and the initial Factor (as 
such term is defined in the related CDS Transaction) as decreased on each Delivery Date by an amount equal to (a) 
the outstanding principal balance of Delivered Obligations delivered to the Issuer (as adjusted by the Relevant 
Amount, if any) divid^ by the Current Factor (as sudi tenn is defined in the related CDS Transaction) on such day 
multiplied by (b) the Initial Factor (as such term is defined in the related CDS Transaction) and whve “B" means 
the product of the Original Principal Amount of the related Reference Obligation and the Initial Factor (as such term 
is defined in the related CDS Transaction); (a) as increased by the outstanding principal balance of any further issues 
by tii« Referanec Entity that are fungible with and fonn part of the same legal series as the Reference OWigation; 
and (b) as decreased by any cancellations of some or all of the outstanding principal amount of the related Reference 
Obligation resulting from purchases of (he Reference Obligation by or on b^ajf of the Reference Entity. 

“Applicable Recoveiy Rate" means, with respect to any Reference Obligation or Collateral Asset on any 
Determination Dsue, the lesser of the Moody's Recovery Rate and the S&P Recovery Rate. 

"Asset'Backed Securities” or "ABS Securities" means structured finance securities which have the benefit 
of a financial guarantee insurance policy, or surety bond or corporate guarantee insuring or guaranteeing the timely 
payment of interest or the ultimate payment of interest and the ultimate payment of principal. 

'‘Auction Payment Date" means the Auction Dale on which the Secured Notes and Income Notes are 
redeemed in connection with a successful Auction. 

"Balance" means, on any date, with respect to cash. Collateral Securities, Delivered Obligations or Eligible 
Investments in any account, the aggregate of the (i) current balance of cash, demand deposits, time deposits, 
certificates of deposit and federal funds; (ii) principal amount of interest bearing corporate and government 
securities, money market accounts and repurchase obligations; and (iii) purchase price or accreted value (but not 
greater than the face amoirnt) of non-interest bearing government and corporate securities and commercial paper. 

"BIE Acceptance Notice” means a notice from the Trustee or the Income Notes Transfer Agent, as 
a^^Iicable, to Originating Noteholder specifying (t) each BIE ColiaterBl Security that will be substituted for an 
existing Collateral Security, (ii) each such Collateral Security to be substituted, (iii) the BIE Exercise Period, (iv) the 
BIE Transaction Cost and (v) account information of the Issuer for such Originating Noteholder to deliver »ich BIE 
Cotlatera! Security to the Issuer and to present payment of the BIE Transaction Cost to the Issuer. 

“BIE Collateral Security" means any security that any Holder of a Note proposes to substitute for part or all 
of an existing Collateral Security pursuant to the Indenture. 
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“BIE Consent Solicitation Notice” means a notice ftom the Trustee or the Fiscai Agent, as api^icabie, Uy 
etch Holder of a Note, including the Originating Noteholder and the Senior Swap Counterfmrty with a copy to dw 
Oedit Protection Buyer specifying (i) ea^ proposed BIE Collateral Security utd its par amount, (ii) each Collateral 
Security to be substituted and its par amount and (iii) the BIE Notification Date. 

“BIE ExCTcise Paiod” means the period from and including the delivery of a BIE Acceptance Notice to Init 
excluding the day that is three Busineiu Days thereafter. 

"BIE Notification Date" means the Business Day by which a Holder of a Note must respond to a BIE 
Consent Solicitation Notice, ^ich date shall be 20 Business Days from the date of such BIE Consent Solicitation 
Notice. 


”BIE Trwsaction Cost" means an amount, as determined pursuant to the Collateral Administration 
A^ement, by the Collateral Administrator, on beh^f of the Issuer, equal to the aggreg^ amount of the expenses 
of die Issuer and die Tmstee that would be in«irred as a result of die proposed substihition of each BIE Collateral 
Security for part or all of an existing Collateral Security induding die purchase |mce of any such BIE Collateral 
Security, 


“Board of Directors” means, with respect to the Issuer or the Co-Issuer, the directors of the Issuer or the 
Co-Issuer, as applicable, duly appointed by the shareholdeTS nr the directors of the Issuer or the Co-Issuer, as 
applicable. 

“Calculation Amount" means, with respect to any Defaulted Obligation or Deferred Interest PIK Bond at 
any time, the less» of (a) die Market Value of such Defaulted Obligation or Deferred Interest PIK Bond or (b) the 
Applimble Recovery Rate multiplied by the Principal Balance of such Defaulted Obligation or Deferred Interest 
PIK Bond. For purposes of determining the Calculation Amount, tiie Principal Balance of a Defaulted Obligation 
shall be deemed to be its outstanding principal amount or Reference Obligation Notional Amount, as applicable, and 
the Principal Balance of a Deferred interest PIK Bond shall be deemed to be its outstanding principal amount or 
Reference Obligation Notional Amount, as applicable, without regard to any deferred or capitalized interest 

"Cash Proceeds” means, with respect to any Due Period, the amount on deposit or expected to be on 
deposit in the Payment Account on the related Payment Datt (as calculated by the Trustee two Business Days prior 
to such Payment Date): without taking into account any Aggregate Amortization Amount or amounts calculated In 
relation thereto that may be available on such Paymem Date. 

"Class" means each class of Secured Notes having the same Staled Maturity and same alphabetieal (but not 
nceesswily numerical) designation of any of "S”, "A", “B", "C", "D” or "E" as a single class and the Income Notes 
as a single class. 

"Class A Adjusted Overcollateralization Ratio" means, with respect to any Determination Date, the 
Adjusted Net Outstanding Portfolio Collateral Balance divided by the Aggregate Outstanding Amount of the 
Class A Notes phis the Outstanding Notional Amount of the Senior Swap plus the Unreimbursed Senior Swap 
Funding Amount, after giving effect to payments or reductions, as applicable, to be made on the succeeding 
Payment Date in accordance with the Priority of Payments. 

“Class A Nme Redemption Price" shall equal the Class A-f Note Redemption Price and the Class A-b Note 
Redemption Price. 

"Class A-f Note Interest Rate" means, for each interest Accrual Period, a per annum nae equal to LIBOR 
for such Interest Acoiial Period plus 0.26%. 

“Class A-f Note Redemption Price" shall equal (i) the outstanding principal amount of the Class A-f Notes 
phis (ii) accrued and unpaid interest thereon (including Deftulled Interest and interest on Defaulted Interest, if any) 
to but excluding the Redemption Date. 
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**0185$ A-b Note intR'est Rate" means, for each interest Accrual Period, a per annum rate equal to LIBOR 
for such interest Accrual Period plus 0.50%. 

“Class A'b Note Redemption Price” shall equal (i) the outstanding principal amount of the Class A-b Notes 
p/us (it) accrued «td unpaid interest thereon (including De&ulied Interest and iffierest on Defaulted Interest, if any) 
to but excluding die Redemi^ion ^te. 

“Class B Adjusted Overcollateralization Ratio" means, with respect to any Detennintiion Date, toe 
Adjusted Net Outttanding Portfolio Coilataral Stance divided by the sum of the Ag^egate Outstanding Amount of 
the Class A Notos and the Class B Notu plus the Ouutanding Notional Amount of the Senior Swap plus toe 
Urueimbursed Senior Swap Funding Amount, after giving effect to payments or reductions, as applicable to be made 
on toe succeeding Payment Date in accordance with the Mori^ of Payments. 

“Class B Note Interest Rate" means, for each Interest Acouaj Period, a per annum rate equal to LIBOR for 
such Interest Accrual Period plus 0.62%. 

“Class B Note Redemption Price" shall equal (i) toe outstanding principal amount of the Class B Notes, 
plus (ii) accrued interest thereon (including Defaulted Interest and interest on Defaulted Interest, if any) to, but 
excluding, the Redemption Date. 

“Class C Adjusted Overcollateralization Ratio” means, with respect to any Determination Date, the 
Adjusted Net Outstanding Portfolio Collateral Balance tbvided by sum of the Aggrepte Outstanding Amount of 
the Class A Notes, toe Class B Notes and the Class C Notes plus the Outstanding Notional Amount of the ScnlR 
Swap plus toe Unreimbursed Senior Swap Funding Amotmt, after giving effect to payments or reductions, as 
applicable, to be made on toe succeeding Payment Dme in accordance with the Priority of Payments. 

"Class C Note Interest Rate" means, for each Interest Accrual Period, a per annum rate equal to LIBOR for 
sud) Interest Accrual Period plus 1.60%. 

'Class C Note Redemption Price" shall equal the sum of (i) the outstanding principal amount of the Class C 
Notes (including any Class C Deferred Interest) plus (it) accrued interest thereon (including any Defaulted Interest 
and any interest on Defaulted Interest, if any) to but excluding the Redemption Date. 

“Class D Adjusted Overcollateralization Ratio” means, with respect to any Determination Date, the 
Adjusted Net Outstanding Portfolio Collateral Balance divided by the sum of the Aggregate Outstanding Amount of 
the Class A Notes, toe Class B Notes, toe Class C Notes and the Class D Notes plus the Outstanding Notional 
Amount of the Senior Swap plus the Unreimbursed Senior Swap Funding Amount, after giving elTect to payments 
or reductions, as applicable, to be made on the succeeding Payment Date in accordance with the Priority of 
Payments. 

'Class D Note Interest R^e" means, for each interest Accrual Period, a per annum rale equal id LIBOR for 
such Interest Accrual Period plus 3.75%. 

'Class D Note Redemption Price" shaii equal toe sum of (i) the outstanding principal amount of the 
Class D Notes (including any Class 0 Deferred (il) accru^ interest thereon (including any Defaulted 

IniRest and any interest on Defaulted Interest, if any) to .but excluding the Redemption Date. 

“Class 0 Notes Amortizing Principal Amount” means an amount equal to toe lesser of (a) with respect to 
the first Payment Date the excess, if any, of ar>y Proceeds remaining after payment of all amounts payable under 
clauses (i) throu^ (xxi) of the Priority of Payments and 18,000,000; with respect to toe Payment Date in May 2007, 
U.S.S350,000; with respect to any other Payment Dale up to and including the Payment Date in July 2010, 
U.S.$2S0,{K}0 and (b) toe remaining principal balance of toe Class D Notes (including any Deferred Interest and any 
Defaulted Interest and interest toereon). 
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“Class E Adjisted Overcotiateralizstion Rtfio” means, wiA respect to any Determination Date, the 
Adjusted Net Ouislandii^ Portfolio Ccdlatoa! Balance divided by the sunt of the Aggregate Outstanding Amount of 
the Class A Notes, die Class B Notes, the Class C Notes, the Class D Notes and the Class £ Notes plus the 
Outstanding Notional Amount of the Senior Swap pha the Unreimhursed Senior Swap Fuiding Amount, after 
giving effect to paymtmts or reductions, as applicable, to be made on the succeeding fhiyment Date in accordance 
with the Priority of Payments. 

*Cl8S5 E Note interest Rate” means, for each Imerest Accrual Period, a per annum rate equal to LIBOR for 
such Imerest Accrual Period plus 6.73%. 

“Class E Note Redemption Price” shall equal the sum of (i) the outstanding principal amount of the Class E 
Notes (including any Class E Deferred Interest) plus (ii) accrued interest thereon (including any Defaulted Interest 
and any interest on Defaulted Interest, if any) to exeluding the Redemption Date. 

“Class S Note Redemption Price” means (i) the outstanding priiicipal anount of the Class S Notes plus (ii) 
accrued and unpaid interest thereon (including Defaulted Interest and interest on Defaulted interest, if any) to 
excluding the Redemption Date. 

“Class S Note Interest Rate” means, for each Interest Accrual Period, a per annum rate equal to LIBOR for 
such interest Accrual Period plus 0.13%. 

“Class S Notes Amortizing Principd Amotml” means an amount equal to the lesser of (a) the sum of (1) 
with respect to the first Payment Date, U.SjO and with respect to each subsequent Payment Dale, U.S.$578,12S ud 
(ii) the aggregate amount of any Class S Notes Amortizing Principal Amounts that were due bn any prior Payment 
Date and not paid on one or more prior Payment Dates, and (b) the remaining ;vincipal balance of the Class S Notes. 

“Closing Date” means December S, 2006. 

"CMBS Conduit Securities” means Commercial Mortgage Backed Securities that entitle the holders thereof 
to receive payments that depend (except for rights or other assets designed to assure the servicing or timely 
disuibution of proceeds to holders of such Commercial Mortgage Backed Securities) on the cash flow foom a pool 
of commercial mortgage loans. 

"CMBS Credit Tenant Lease Securities'' means Commercial Mortgage Backed Securities (other than 
CMBS Large Loan Securities and CMBS Conduit Securities) that entitle the holders thereof to receive payments 
that depend (except for rights or other assets designed to assure the servieing or timely distribution of proceeds to 
holders of such Commercial Mortgage Backed Securities) on the cash' flow from a pool of commercial mortgage 
loaru made to finwce the acquisition, construction and Improvement of properties leased to corporate tenants (or on 
the ca^ flow from such leases). 

“CMBS Large Loan Securities" means Commercial Mortgage Backed Securities (other than CMBS 
Conduit Securities and CMBS Credit Tenant Lease Securities) that entitle the holders thereof to receive payments 
dut depend (except for rights or other assets designed to assure the servicing or timely disuibution of proceeds to 
holders of such Commercial Mortgage Backed Securities) on the cash flow from a commercial mortgage loan or a 
pool of commercial mortgage loans made to finance the acquisition, construction and Improvement of properties. 
Gmerally, five or fewer commercial mortgage loans shall account for more than 20% of the aggregate principal 
balance of ihe entire pool of commercial mortgage loans supporting payments on the securities. 

“CMBS Repackaging Securities” means a security that entitles the holders thereof to receive payments that 
depend on die cash flow from a portfolio of ail (100%) CMBS Securities. REIT Debt Securities and other interests 
in commercial mortgage loans or similar commercial real estate interests 

“Collateral Account Amount" means, the par amount of Eligible Investments, Collateral Securities and 
principal payments received thereon on deposit in the Collatoal Account. 


A-6 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821338 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00892 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



889 


Footnote Exhibits - Page 3147 


Xoiistera! Administn^ion Agreement" means tbe CoDatera) Administration Agreement, dated as of the 
Closing Date, between (he Issuer and the Collateral Admioistreior. as die same may be amended, supplemented or 
otlmwise modified from time to time in accordance widi its tenns. 

“Collateral Administrator” means The Bank of New Yoric Trust Company, National Association, or any 
successor Coilat«a) Administrator under the Collateral Administration A^eement. 

"ColiatcTa! Asset" means a Collateral Security, Eltpble Investmait or Delivered ObligMion. 

“Coli^oal Liquidatitm Procedure" means, where specified in connexion with the paymoit of any snount, 
such amount shall be drawn from the Coilaierai Accouat (i) first, by applying cash amounts on deposit in the 
Collateral Account that were received as principal payments on dte Collatend Securities and Eligible Investments, 
(ti) second, emee the amount of such on deposit n the Collateral Account has been r«iuced (o zero, by 
liquidating Eligible Investmcmts In the Collateral Account and (iii) third, once the principal balantx of Eligible 
investmoits on deposit in the Collatml Account has been rethiced to zero, by liquidating Collateral S«:urities on 
dqrosit in the Collaieiat Account; in each case, up to dte icsso^ of (a) the amount specified for such payment and (b) 
the amoimt and principal balance available in the Collateral Account pursuant to subciause (i) (utd, to the extent 
necessary, subclause (ii), then subciause (iii). 

“Collidcra} Put Agreement Early TerminatioR” means the occurrence of either a Collateral Put A^cment 
Event of Default or a ColNeral Put A^eement Termination Event. 

“Coll^erd Put A^eement Early Tennination Date" means an early termination date under the Collatera! 
Put Agreement (other than as triggered by the Credit Default Swap or the Basis Swap). 

"Collateral Put Provider Credit Support Document” has the meaning assigi^ed to the term “Credit Support 
Document” in the Collateral Put Agreement and initially, the guaranty dated as of the Closing Date by the GS Croup 
with respect to the obligations of the Collateral Put Provider under die Collateral Pid Agreement. 

"Collateral Put Provider Credit Support Provider” has the meaning assigned to the term '‘Credit Support 
Provider” in the Collateral Put Agreement and, initially, the GS Group. 

“Collateral Put Provider Defaulted Terminaticm Pigments'’ means any inminalion payment required to be 
made by the Issuer to the Collateral Put Provider pursuant to the Collateral Put Agreement in the event of a 
termination of the Collateral Put Agreement in respect of which such Collateral Put Provider is the sole Defaulting 
Party or the sole Affected Party (as defined in the Collaterai Put Provider Agreemertt), other than with respect to 
“Illegality" or “Tax Event" (as defined in the Collaterai Pul Agreement). 

"Collateral Securities” means securities or other collateral purchased by the Issuer meeting the Collateral 
Securities Eligibility Criteria using the proceeds of the Notes and from time to time using the {vincipal payments 
(hereon and securing the Issuer’s obligations under the Credit Deftult Swap and the Indenture. 

“Collateral Securities Substitution Information Notice" means a notice from the Trustee or the Fiscal 
Agent, as applicable, to an Originating Noteholder noticing such Originating Noteholder of the BlE Transaction 
Cost relating to each proposed BlE Collateral Security. 

“Collateral Securities Substitution Noteholder Refusal Notice" means a notice from the TruUee or the 
Fiscal Agent, as applicable, to an Originating Noteholder notifying such Originating Noteholder that the Senior 
Swap Counterparty ot the Holden of a Majority of a Class of Notes did not approve of one or more proposed BIE 
Coli^er^ Securities by the BIE Notification D^e. 

“Collaterij Securities Substitution Request Notice" means a notice from an Originating Noteholder to the 
Trustee or the Fiscal Agent, as applicable, (i) requesting the substitution of one or more BIE Collateral Securities for 
one or more existing Collateral Securities, (ii) identifying each Collateral Securi^ and the par amount to be 
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substituted, (iii) identifying each proposed BI£ Coltaietal Sccurify and the par amount end (iv) any other 
infcMtnatioR that such Ortginatii^ Notehoider deems retevant. 

‘‘Comnurciai Mortgi^e-Backed Swurities'’ or ‘‘CMBS” means securities backed by obiigations (including 
certificates of participation in obligations) that are principally secured mortg^es on real pmpctiy or interests 
therein having a multifamtly or commercial use, such as regional malls, other retd! space, office buildings, 
indu^riai or warehouse properties, h^els, nursing homes and senior living centers and shall include, without 
iimitatioR, CMBS Conduit Securities, CMBS Credit Teimt Lease Securities, CMBS Large Loan Securities and 
CMBS Repackaging Securities. 

"Ctmtrotlmg Class” will be the Class S Notes, die Senior Swap and the Class A Notes (the Class A-f Notes 
and the Class A-b Notes vodng together as a single classX for so long as any Class S Nc^, the Senior Swap or 
Class A Notes are outstanding; if no Class S Notes, the Seniw Swap or Class A Notes are outstanding, then the 
Class B NtMes, so Icmg as tuiy Class B Notes are outstandirg; if no CittS; S Notes, die Senior Swap, Class A Notes cff 
Cl»s B Notes are (»itstanding, then the Class C Notes, so long as any Class C Notes are outstanding; if ho Ctass S 
Notes, die Senior Swap, Class A Notes, Class B Notes or Ctass C Notes are outstanding, (hen the Class O Notes, so 
long any Class D Notes are outstanding; and if no Class S Notes, the Senior Swap, Class A Notes, Class B Notes, 
Class C Notes or Class D Notes are outstanding, then (he Qass E Notes, so long as any Class E Notes are 
outstanding. 

“Corporate Trust Office” means the principal corporate trust office of the Trustee, currently located at 601 
Travis Street, I6* Floor, Houston, Texas, 77002, Attention: Hudson Meizanine Funding 2006'!, Ltd. - Globa! 
(Corporate Ttust, or such other address as the Trustee ma)’ designate may designate from time to time by notice to 
the Noteholders, the Liquidation Ageat and the Issuers or the principal corporate trust office of any successor 
Trustee. 

“Cradii Default Swap” means the credit default svnp entered into by die Issuer, as Credit Protection Seller, 
and Goldman Sachs International, as Credit Protection Buyer, on the Closing Date, evidenced by an ISDA Master 
Agreement (Multicurrency Cross Border) and the Master Confinnation. 

“Credit Defeult Swap Early Termination Date” has the meaning set forth in the Credit Default Swap. 

“Credit Default Swap Termination Payment” means any termination or assignment payment required to be 
paid by the Issuer in the event of a termination or assignment of the Credit Default Swap. For the avoidance of 
doubt, no termination payments or assignment payments ve required to be paid by the Issuer in the. event of s 
termination or assignment of the Credit Default Swap in respect of which die Credit Protection Buyer is the 
“Defaulting Party” or the sole “Affected Parry” (each as defined in the Credit Default Swap). 

“Credit Protection Amounts” means Physical Settlement Amounts, Writedown Amounts, Principal 
Shortfall Amounts and Credit Default Swap Termination Pigments (which, for the avoidance of doubt, will not 
include Oefauiied Swap Termination Payments) payable by the Issuer to the Credit Protection Buyer. 

“Credit Protection Buyer” means Goldman Sachs Intemational and, if Goldman Sachs International is no 
longer the Credit Protection Buyer, any entity required to make payments on the Credit Default Swap pursuant to the 
terms of the Credit Default Swap or any guarantor thereof. 

“Default” means any Event of Default or any occurrence that is, or with notice or the lapse of time or both 
would become, an Event of Default. 
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“Oefaultni Swap Ttrmin&tion Payment" meant any Credit Default Swap Tennination Payment or 
tenniitatioa payment under the Senior Sw^ retjuired by a bankruptcy court or receiver (in a proceeding at law or in 
equity) to be paid by the issuer notwidistanding the tenns of die Credit Default Swap or Smtior Swap, as applicable, 
in the event of a termination or assi^ment of the Credit C^auh Swap or Senior Swap, as applicable, in respect of 
which the Credit Protection Bi^er or the Senior Swap Coi^erparTy, as applicable, is the “DefuiUing Party" or the 
sole “Affected Party" (eadi as defined in die Credit Default Swap or Senior Swap, as applicable). 

“Defaulted OUigalion" means any Reference Obligation or Delivered Obligation with respect to which: 

(i) there has occurred and is continuing for the lesser of three (3) Business Days and any 
applicable grace period, a default with respect to the payment of interest or principal on such Reference 
Obligation ch' Delivered Obligation in accordance with its terms; provided that, the Reference Obligation a 
Delivered Obligadon shdt not constitute a Defaulted Obligation if and when such del&uit has been cured 
through the pr^ment of all past due interest end principai or waived; 

(ii) the Principal Balance of such Reference Obligation or Delivered Obligation has been 
written down; 

(iii) the Trustee has received notice of any bankruptcy, insolvency or receivership proceeding 
has been initiated in connection with the issuer of sudr Refnence Obligation or Delivered Obligation and is 
unstayed and undismissed; provided, that, if such [noceeding is an involuntary proceeding, the condition of 
this clause (iii) will not be satisfied until the e^iest of the following: (1) the issuer consents to such 
proceeding, (11) an order f<K relief under the United States Bankruptcy Code, or any similar order under a 
procetding not taking place under the United States Bankniptcy Code, has been entered, and (HI) such 
proceeding remains unstayed and undismissed for 60 days; or 

(iv) such Reference Obligation or Delivered Obligation has an 5&P Rating of "CC" or lower, 
“D" or “SD" or, if S&P withdraws its rating and the S&P Rating at the time of withdrawal is “CCC” or 
below or such Reference Obligation or Delivered Obligation. has a Moody's Rating of “C” or lower or 

“a". 

“Deferred Interest PtK Bond" means a PtK Bond with respect to which interest thereon has been deferred 
or capitalized more than once in the last 12 monthly periods, but only until such time as payment of interest on such 
PIK Bond has resumed and all capitalized or deferred interest has been paid in full in accordance with the 
underlying documents ;prov/(fe(f that for the purpose of calculating the Overcollateralization Ratios, (I) if a security 
is rated “Baa3" or above and makes payment more frequently than monthly and has deferred interest equal to the 
amount of interest accrued over (wo payment periods or one year, whichever lime period is shorter, or (2) if a 
security is rated “Baa3" or above and makes payment on a monthly basis and has deferred interest equal to the 
^ount of interest accrued over (i) the maximum of two payment periods and six months or (ti) one year, whichever 
time period is shorter, or (3) if a security is rated "Ba I “or below and makes payment more fWquenlly than monthly 
and has deferred interest equal to the amount of interest accrued over one payment period or six months, whidtever 
time period is shorter, or (4) if a security is rated “Bel" or below and makes payment on a monthly basis and has 
deferred interest equal to the amount of interest accrued over (i) the maximum of one payment period and three 
months or (ii) six months, whichever time period is shorter, sudt a security shatt be deemed to be Deferred Interest 
PIK Btmd. Once such a security's deferred interest balance is reduced to zero and it has commenced the payment of 
current interest, it would no longer be Deferred Interest PIK Bond. 

“Deliverable Obligation” means an obiigaiion which, pursuant to the terms of the Credit Default Swap, 
may be delivered to the Credit Protection Seller as a result of a Credit Event. 

“Delivered Obligation" means any Deliverable Obligation delivered to the Issuer pursuant to a Notice of 
Physical Settlement under the Credit Default Swap. 

“Delivery Date” means die date on which a Deliverable Obtigstion is delivered to the issuer pursuant to the 
Credit Defeult Swap. 
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“Distribution Compliance Period" means, with respect to the Notes, the period ihsa ends 40 days after the 
later of (i) die commmtcement of the oifcriiig of the Notes and (it) the Closing Date. 

“Double B Caioilatios Amount" means the sum of die products of (a) the Principal Baluice of each Double 
B Rated Asset and (b) (i) when used in die context of the calculation of the Senior Overeollateralizetion Ratio, or Che 
Class E Interest Diversion Test, 80%, and (ii) odierwiie, (A) with respect to the aggregate hincipal Balance of 
Double B Rated Ass^ in excess of 10% of the Aggregatt Outstanding Portfolio Amoimt, 90%, and (B) with respect 
to the aggregate Principal Balance of all Double B Rated Assets up to i0% of the Aggregate Outst^ing Portfolio 
Amount, 100%. 

“Double B R^ed Asset” means any Collateral Asset or Reference ObfigaUon with an Actual Rating or 
Implied Rating from S&P less dian “BBB-" but with an Actual Rating greater than “6+" or widi an Actual Rating or 
Implied Rating from Moody’s less than''B8a3" but widi an Actual Rating gmaier than "BI." 

“Eligible Bidden" are (i) any institutions, which may include affiliates of the Initial Purchaser or the 
Liquidation Agent and Holdm of the Secured Notes and the Incorrie Notes, whose shortterm unsecured debt 
obligations have a rating of at least “P-l" by Moody’s of,”A-l+’‘ by S&.P and (ii) the Liquidation Agent. 

“Eligible Depositary” shall be a ftnancial institution organized under the laws of die United States or any 
State dit^f, authorized to accept deposits, having a combined capital and surplus of at least U.S.S200,000,0(K}. and 
having (or if its obligations are guaranteed by its parent conpany, its parent having), a long term debt rating of at 
least “Baai" by Moody's (and if rated “Baal”, such raring is not on watch for downgrade) and by S&P 

and a short term debt raring of''P*l"by Moody's (andnotonwratch for downgrade) and at least “A*!" by S&P. 

“Eligible Investment” means any U.S. Dollar-denominated investment that, at the time It is delivered to the 
Trustee, Is one or more of die following obligations or securities (including security entitlements with respect 
diereto); (>} direct Registered obligations of, and Registered obligations fully guaranteed by. the United States or 
any agency or instrumentality of the United States die obligations of which are expressly backed by the full faith and 
cr^it of the United States; (ii) demand vid time dqiosiB in, certificates of deposit of, or banker's acceptances 
issued by, any depository institution or trust company incoiporaied in the United States or any stale thereof, which 
depository institution or trust company is subject to superviston and examination ^ federal or state authorities, with 
a maturity not in excess of 183 days: and with a credit rating by S&P of at least ”A*1+" or at least “AA*“, as 
applicable, a credit rating by Moody’s of at least “P*!" or at least ”Aa3'’ (and if rated ”Aa3'’. not on watdi for 
downgrade), as applicable, in the case of a maturity in excess of 30 days, or a credit rating by S&P of at least “A-l" 
and a credit raring by Moody’s of at least “?• I ” (and not on watch for downgrade) in the ease of a maturity of less 
than 30 days: (Hi) repurchase obligations with respect to (a) any security described in clause (i) above or (b) any 
other security issued or guaranteed by an agency or instiumentality of the United States, entered into with a 
depositoiy institution or tntsi company described in clause (ii) ^ve or entered into with a corporation whose long- 
term senior unsecured rating is at least “A I" (and if rated “Al", noton watch for downgrade) by Moody’s and “AA- 
” by SAP and whose short-term credit rating is“P-r(af>d not on watch for doivngrade) by Moody’s and “A-l" by 
SAP at the time of such investment, with a term not in excess of 91 days; (iv) Registered debt securities bearing 
interest or sold at a discount issued by any corporation incorporated under the laws of the United States or any state 
thereof that have a credit rating of al least “Aa3" (and if rated *'Aa3'', not on watch for downgrade) or “P*l" (and not 
on watch for downgrade) by Moody’s and "AA-” or “A-l” by SAP; (v) commercial paper or other short-term 
obligations of a corporation, partnership, limited liability company or trust, or any branch or agency thereof located 
in the United States or any of its territories, such commercial paper or other shorl-lenn obligations having a credit 
rating of “P-l" (and not on watch for downgrade) by Moo<b'’s and “A-l" by SAP, and that are Regiaeredand either 
are interest bearing or are sold at a discount ftom the face ammint thereof and have a maturity of not more thvi 91 
days from their date of issuance; and (vi) offshore money market funds which have a credit rating of not less than 
‘’A8a/MRI+” by Moody’s and “AAA" or "AAAm" or “AAAm-G” by SAP, provided however, that each rating in 
clauses (iii) through (vi) above by Moody's or SAP shall be an Actual Rating and provided Jvrther, that any sudi 
investment purchased on the basis of SAP's shori-iemi rating of “A-l” shall mature no later than 30 days after the 
date of purchase and may not, other than overnight inv^tments from The Bank of New York Trust Company, 
National Association (so long as The Bank of New York Trust Company, National Association (1) is the Trustee 
under the Indenture and (2) has a short-tenn rating from SAP of at least “A-l"), exceed 20% of the Aggregate 
Outstanding Amount of the Notes rated by SAP Eligible Investments shall not include any RMRS, CMBS, any 
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inverse floater, any s^surtty subject to withhtriding tax if owned by the issuer, any security subject to an ofTer, any 
interest only security, any principal only security (other thsi treasury bills or commercial paper) or ar^ security wift 
a price in excess of 100% of par. Each such Eligible Investment sh^l mature no later Aan the second Business Day 
immediately prect^ing ^e Pt^ment Date next following die Due Period in which the date of investment occurs, 
unless such Eligible Investment is issued tqr the instttuUon acting as Securities Intamediaiy, in which event such 
Eligible Investment may mature on the Business Day preceding such Paymmt Date. Eligible Investm^ts may 
include those investments with respect to t^ich the Securities Intennediary, the Trustee, the Liquidation Agent <a 
the Initial Purchaser or an affliiate of the Tmsiee, the Liquidarion Agent or the Initial fhrr^aser provides services. 
As used in this defiruiion, flings may not include ratings with an V, “p", “q”, “pi” or “t” subscrij^. 

“Exercise Amount" memis Ae amount determined in connection with a Credit Event in accordance wifli the 
related CDS Transaction. 

“Expected Fixed Payment" shall have the meaning set forth in the Credit Default Swap. 

"Expected interest Amount" means with respect to any Reference Obli^tion Payment Date, the amount of 
cument interest that would accrue during the related Reference Obligation Calculation Paiod calculated using the 
Refenmce Obligation Coupon on a principal balance of the Reference Obligation equal to: (a) the out^anding 
principal amcHint taking into account any reductions due to a principal deficiency balance or resized loss amount 
(however described in the underlying instruments) that are attributable to the Reference Obligation; minus (b) die 
"Ag^egate Implied Writedown Amount" (as such tenn is deftiwd in the related CDS Transaction) (if any), and that 
will be pay^ie on the related Reference Obligation Payment Date assuming for this purpose that sufficient funds are 
available therefor in accorduce widi the underlying instruments, calculated in accordance with the related CDS 
Transaction. 

“Expected Principal Amount" means, with respect to the Final Amortization Date or the legal final maturity 
date of the related Reference Obligation, an amount equal to (i) the Outstanding Principal Amount of the Reference 
Obligidion payable on such day (excluding capitalized interest) assuming for this purpose that sufficient funds are 
available for such payment, where such amount sh^l be dtiermined in accordance with the underlying instruments, 
minus (ii) tiie sum of (A) the “Aggregate Implied Writedown AmcHint" (as such term is defined in the related COS 
Transaction) (if any) and (B) the net aggregate principal deficiency balance or realized loss amounts (however 
described in the underlying instruments) that are anributable to the Reftrcnce Obligation. For purposes hereof, the 
Expected Principal Amount shall be determined without regard to the effect of any provisions (however described) 
of the underlying instruments that permit the limitation of due payments or distributions of funds in accordance with 
the terms of such Reference Obligation or that provide for the extinguishing or reduction of sudi payments or 
distributions. 

"Final Amortization Date" means the first to occur of (Q the date on which the Reference Obligation 
Notional Amount is reduced to zero and (ii) (he date on die assets securing the Reference Obligation or 
designated to fund amounts due in respect of the Reference Obligation am liquidated, distributed or otherwise 
disposed of in Atll and the ^voceeds thereof are distributed or otherwise disposed of in full. 

“Final Payment Dale" means a Payment Date with respect to an Optional Redemption, a Paymoit Date in 
connection with (he Stated Maturity, Tax Redemption, an Auction or redemption due to an Event of Default 
resulting in acceleration of the Secured Notes and liquidation of the Pledged Assets. 

"Floating Athounts" means with respect to any COS Transaction, an amount equal to the sum of (a) the 
relevant Writedown Amount (if any), (b) the relevant Priadpal Shortfall Amount (if any), (c) the relevant Interest 
Shortfall Payment Amount (if any) and (d) the relevant Physical Settlement Amount (if any). 

“Floating Amount Event” means with respect to any CDS Transaction, the occurrence of a Writedown, a 
Failure to Pay Prinetpa] or an Interest Shortfall (as each such term is deflned in the related COS Transaction) witit 
respect to the Reference Obligation thereunder. 

"Holder" or "Noteholder” means, with respect to any Note the person in whose name surft Note is 
registered, rx*, for purposes of voting, the granting of consents and other similar determinations imder the Indenture 
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or Fiscal Agency Agrecmoit, as i^plicabie. with respect to any Notes in global rom, a beneficial owner thereof. 
“Secured Notthoider" means, with respect to any Secured N<Me, the Holder of such Secured Note. 

“implied Rating" means, in the case of a rating oa a Coilateiel Asset or Refenmce Obligation, a rating that 
is d^^ined in accordance with the terms set forth for assns act rated by a partioriar Rating Agency by reference 
to any publicly tvaiiable, folly monitored rating by another Rating Agency that, by its terms, addmscs the foil 
scope of the payment promise of foe obligor. 

“Income Note Face Amount" means, with respect to any Income Note, as of any date of determination, the 
initial principal amount of such income Note, less foe aggregated amount of ail pajnnents made on such Income 
Note on or prior to such date; prewiderf that, the Income Note Pace Amount shall not be less than U.S SI.OO. 

“Income Notes Documents" means the rest^utions of the Board of Directors of the Issuer authorizing the 
execution and delivny of the Indenture, foe Memorandum and Articles of Association and the Fiscal Agency 
Agreement. 

“Interest Proceeds" means, in respect of any Payment Date, all investment income received on the 
Collateral Securities and the Eligible Investments on dq>osit in the Collateral Account and the Fixed Rate Payments 
received frexn the Credit Protection Buyer under the Credit Default Swap in the related Due Period, Mfotch interest 
Proceeds shall be deposited to the Interest Collection Account. 

“Intcred Shortfall" means with respect to any Reference Obligation Payment Date and any Reference 
Obligation, either (a) the nonpayment of an Expected Iittcrcst Amount or (b) the p^ment of an Actual Interest 
Amount foat is less foan the Expected Interest Amount, as described in the related CDS Transaction. 

“Interest Shortfall Amount" means with respect to any Reference Obligation Payment Date, an »nount 
equal to the greater of: (a) zero: and (b) the amount equal to the product of; (iXA) the Expected Interest Amount; 
minus (B) foe Actual Interest Amount; and (ii) the Applicable I^centage. 

“Interest Shortfall Cap” means the cap, if any on Interest Shortfalls as set forth in the related CDS 
Transaction. 

“Interest Shortfall Cap Amount" means foe amount of any Interest Shortfall Cap as set forth in the related 
CDS Transaction. 

"interest Shortfall Payment Amount” means in respect of an Interest Shortfall, the relevant Interest 
Shortfall Amount; provided that, if Interest Shortfall Cap is t^plicabie and the Interest Shortfall Amount exceeds foe 
Interest Shortfall Cap Amount, the Interest Shortfall Payment Amount in respect of such Interest Shortfall shall be 
the interest Shortfall Cap Amount. 

“Interest Shortfall Reimbursement" means with respect u any Reference Obligation Payment Dale, the 
payment by or on behaifofthe Reference Entity of an Actual Interest Amount in respect of the Reference Obligation 
that is greater than foe Expected Interest Amount. 

“interest Shortfall Reimbursement Payment" means with respect to any Reference Obligation Payment 
Date, the product of (a) foe amount of any interest Shortfall Reimbursement on such day and (b) the Applicable - 
Pweentage. 

“Interest Shortfall Reimbursement Payment Amount” means, (a) if Interest Shortfall Cap is not applicable, 
the relevant Interest Shortfall Reimbursement Amount, and (b) if Interest Shortfall Cap is applicable, the amount 
determined pursuant to the related CDS Transaction; pnjvtded, in either case, that the aggregate of all Interest. 
Shortfall Reimbursement Payment Amounts (delennined for this purpose on the basis that “Interest Shortfall 
Compounding" is not applicable) at any time shall not exceed the aggregate of Interest Shortfall Payment Amounts 
paid by the Issuer in respect of interest Shonfalls occurring prior to the date of payment of any such Additional 
Fixed Amount, 
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'‘Issue” of B Coltaten^ Asset tH* Reference Obltg^on means any such Collateral Asset or Reference 
Obligation issued by the same issuer, having the same tenns and conditions (as to, among other things, coupon, 
maturity, security and subordtnuion) and othnwise being (ungtble with one another. 

“Liquidation Proceeds” means, with respect to any Opdonal Redempdon, Tax Redemption, Auction or the 
Final Payment Date, including, without duplication, (0 all ^nocceds from CDS Transactions, Collateral Securities, 
Eligible investments and Delivered OUigations, terminated, assigned or otherwise disposed of in connection with 
such redemption and payable to the Issuer, including any termination or assignment payments or other amounts 
payable to the Issu^, (ii) the aggregate amount received bx the issuer or prior to the Business Day Immediately 
preceding the relent Payment Date from tite termination of the Seni^ Swap Agre«nent in connection with su<^ 
redemption, (iii) cash on deposit in the Accounts, to the extnu available therefor, including any amounts designated 
by tiie Credit Protection Buyer as retained for investment in Eligible Investments and CoIIatual Securities, in each 
case as determined by the Credit Protection Buyer, (iv) any termination payments or other arntnints payable to the 
IssuCT by the Credit Protection Buyer and (v) any payments receivable by the Issuer from any assignee of a CT3S 
Transaction, in each case as determined by the Liquid^on Agent. 

“Majority" means (i) with respect to any Class or Classes of Secured Notes end the Senior Swap, die 
Holders of more Aan 30% of the Aggregate Outstanding Amount of such Class or Classes of Secured Notes and the 
Outstanding Nt^ional Amount of the Senior Swap and (ii) with respect to the Income Notes, the Holders of more 
than 50% of the outstanding Income Notes, calculated on the basis of the Aggregate Outstanding Amount (or, If the 
Ag^egate Outstanding Amount has been paid in riiil, based on the original Aggregate Outstanding Amount) of the 
income Notes held by each Income Noteholder. 

"Market Value" means, with re^reet to any Collitieral Asset or Reference Obligation, (i) the average of 
three btma fide bids for such Collateral Asset or Reference Obligation obtained by die Liquidation Agent at such 
time horn any three nationally recognized dealers, which dealers are independent bom one another and from the 
Liquidation Agent, or (ii) if the Liquidation Agent is unaMe to obtain three such bids, the lesser of two bona fide 
bids for such Collateral Asset or Reference Obligation obtained by the Liquidation Agent at such time from any two 
naiimially recognized dealers acceptable to the Liquidation Agent, which dealers are independent from one another 
and from the Liquidation Agent, or (iii) if the Liquidation Agent is unable to obtain two such bids, one bona fide bid 
fiH such Collateral Asset or Reference Obligation obtained by the Liquidation Agent at such lime from any 
nationally recognized dealer acceptable to the Liquidation Agent, which dealer is independent from the Liquidation 
Agent, or (iv) in the event the Liquidation Agent is unable to obtain one such bid, the price on such date provided to 
the Liquidation Agent by an independent pricing service, or (v) in the event the Liquidation Agent cannot in good 
faith determine the market value of such Coilateral Asset or Reference Obligation using commercially reasonable 
efforts to apply the methods specified in clauses (i) throu^ (iv) above, the lesser of (a) the product of (1) the 
Principal Balance of such Collateral Asset or Reference Obligation and (2) the Applicable Recovery Rate and (b) the 
market Value as determined in good faith by (he Liquidation Agent using commercially reasonable efforis to apply 
its reasonable business judgment. If the method of determining Market Value is based solely on clause (v) above, 
such Market Value shall be considered zero after 30 days until such lime os the Market Value for su^ Collateral 
Asset or Reference Obligation may be detemiined applying the methods specified in clauses (i) through (iv) above. 

“Maximum Principal Amount" means, as of any ttete of determination, an amount equal to the sum of the 
Collateral Account Amount, plus the Outstanding Notional Amount of the Senior Swap. 

“Minimum Bid Amount" means an amount equal to the sum of (a) the Secured Note Redemption Price 
with respect to the Auction Payment Date, (b) the income Note Face Amount with respect to the Auction Payment 
Date (or such lesser amount as is agreed to by the Holders of 100% of the Income Notes), (c) unpaid amounts due 
under the COS Transactions upon termination or assignment of the CDS Transactions, (d) any unpaid amounts due 
under the Senior Swap, including accrued Senior Swap Premium and Unreimbursed Senior Swap Funding Amount, 
(e) accrued and unpaid Liquidation Agent Fees, (f) accrued and unpaid Coil^eral Put Provider Fees and (g) 101% of 
all unpaid expeises of the issuer, less amounts on deposit in the Accounts which are available to redeem the Notes. 

"Monthly Asset Amount" means, with respect to any Payment Dace, the Aggregate Reference Obligation 
Notional Amount on the ftrsi day of the related Due Period. 
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"Moody's Rating” means the rating determined in accordance with the mtahodology descnbed in the 
Indenture. 

“Moody’s Recowiy Rate” means, with respect to a Coiiateral Asset or Reference Obligation, an amount 
equal to the percentage for such Colliterai Asset or Reference Obligation set forth in the recovery rate assumptions 
for Moody’s attached as Fan I of Schedule C to the Indenture; provided, however, that (A) Defaulted Obligations 
which exceed 2.5% of the Aggr^tu; Ouhitanding Portfolio Amount tmd have been defbulted for more than one year 
will be deemed to have a Moody's Recovery Rate of 0%, <6) Defaulted Obligations which exceed i .00% of the 
Abrogate Outstanding Portfolio Amount and have been defaulted for more than 2 years shall be deemed to have a 
Moody's Recovery Rate of 0^ and (C) Defaulted Obiig^ons which have been defaulted for more than 3 years 
shall be deemed (o have a Moody's RMovery Rate of 0%. 

“Net Outstanding Portfolio Collateral Balance” means, on any Determination Date, an amount equal to (i) 
the Agg^uc Reference Obligation Notional Amount on such Determination Date plus the Principal Balance of all 
Delivered Obligations, minus (ii) the aggregate Principal Balance on such date of determination of ait Delivered 
Obligtiions dial are and all CDS Transactions that reference Reference Obligations that are: (A) Defaulted 
Obligations, (B) Defmed Intmst PIK Bonds, (C) Double B Rated Assets, (D) Single B Rated Assets and (E) Triple 
C Rated Assets, plus (iii) the A^yegate Calculation Amount of Defaulted Obligations and Deferred Interest PIK 
Bonds, the Double B Calculation Amount, the Single B Calculation Amount and (he Triple C Calculaiitm Amount. 
For purposes of calculating the Net Outstanding Portfolio Collateral Balance, if a Reference Obligation or a 
Deliven^ Obligation could be classified in more than one of the categories set forth in clauses (A) dtrough (E) 
:d>ove, such Ref^enu Obligation or Delivered Obligation will not be discounted multiple times but will be trea^ 
in die applicable category (hat results in (be largest discount thereof. 

’Non'Caii Period” means the period commending on and including the Closing Date and ending on but 
excluding the Payment Date in April 2010. 

‘Note interest Rates” means, collectively, the Class S Note interest Rate, the Class A>f Note Interest Rate, 
die Class A4i Note Interest Rate, the Class B Note Interest Rate, the Class C Note Interest Rate, the Class D Note 
Interest Rate and the Class E Note Interest Rale. 

‘Noteholder Communication Notice” means a notice from an Originating Noteholder to the Trustee or the 
Fiscal Agent, as applicable, the contents of which are to be delivered by the Trustee or the Fiscal Agent, as 
applicable to all other Holden of Notes in accordance with the Indenture or the Fiscal Agency Agreement, as 
applicable. 

'Noteholder” means, with respect to any Note, the person in whose name such Note is registered, or, for 
purposes of voting, the granting of consents and other similar determinations under the Indenture, with respect to 
any Notes in global form, a beneficial owner thereof. 

“Optional Termination" means, with respect to the Senior Swap, the right of the Issuer to terminate (he 
Senior Swap, on and after the Optional Redemption Date, upon three Business Days’ notice to the Senior Swap 
Counterparty and payment of any accrued but unpaid Senior Swap Premium Amount as calculated on such date. 

"Originating Noteholder" means with respect to (I) any Collateral Securities Substitution Request Notice, 
the Holder^}) of.a Note submitting such Collateral Securities Substitution Request Notice and (ii) any Noteholder 
Communication Notice, the HoIder(s)of a Note submitting such Noteholder Communication Notice. 

“Oulstwding” or “outstanding” means (i) with respect to each Class of Secured Notes, as of any date of 
determination, all of such Class of Secured Notes theretofore authenticated and delivered under the Indenture and 
registered in the Note Register as outstanding except: 

(a) Notes theretofore canceled by the Note Registrar or delivered to die Note Registrar for 

cancellation; 
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(b) Notes or poitions thereof for whose payment or redemption funds in the necessary amount have 
betm dieretofore inevocably deposited with the Trustee or any Paying Agent in trust for the Holders of such 
NMes; provided that, if such Notes or portions thereof are to be redeemed, notice of such redempdon has 
been duly givoi pursuant to the indenture or provision durefor satisfactory to the Trustee hsu been m^e; 

(c) Notes in exchange for or in lieu of which other Notes have been authenticated and deliN^red 
pursuant to the indenture, unless proof satisfactory to the Trustee is ;»esented that any s»jch Notes are held 
by a Holder in due course; 

(d) Notes alleged to have been mutilated, destroyed, lost or stoi^t for which replacement Notes have 
been i^ed as provided in the Indenture; 

(e) in connection with any waiver, (i) all Notes (if any) held by the Tnislee and its a^iiiatc^ if die 
relevant waiver relatite to a Default m an Event of Default arising primarily from any act or omission of die 
Trustee and, (ii) all Notes (if any) held by the Liquidaiion Agent and its affiliates if die relevant waiver 
relates to a Default or an Event of Default arising fnimanly from any act or omission of die Liquidation 
Agent; and 

(f) in connection with the termination of (he Trustee or the Liquidaiion Agent, as applicable, (i) alt 
Notes (if any) held by the Trustee and its affiliates if the termination relates to a Default or an Event of 
Default arising primarily from any act or omission of the Trustee and (ii) ad Notes (if any) held by the 
Liquidati^ Agent and its affiliates if the relevant tenninarion relates to a Default or an Event of Default 
arising primarily from any act or omission of die Liquidation Agent; 

(it) with respect to the Income Notes, as of tuiy date of determination, all of the income Notes issued pursuant to the 
income Notes Documents and indicated in the income Notes Register as Outstanding except in connection with the 
termination of the Trustee or the Liquidation Agent, as applicable; 

(a) all Income Notes (if any) held by the Tmstee and its affiliates if the tennination relates to a 
Default or an Event of Default arising primarily d'om any act or omission of the Tnislee, and 

(b) all Income Notes (if any) held by the Liquidation Agent and its affiliates if the relevant 
termination relates to a Default or an Event of Default arising primarily from any act or omission of the Liquidation 
Agent and 

provided that in determining whether the Holders of the requisite Aggregate Outstanding Amount of the Secured 
Notes or income Notes have given any request, demand, authMization, direction, notice, consent or waiver. Secured 
Notes or Income Notes owned by the Issuer or (he Co*lssuer or any other obligor upon the Secured Notes or income 
Notes or any affiiiaie thereof shall be disregarded and deemed not to be Outstanding, except that, in determining 
(tltelher the Issuer and the Trustee shall be t^tected in relying upon any su^ request, demand, authorization, 
direction, notice, consent or waiver, only Secured Notes and income Notes that the Issuer or Trustee knows to be so 
owned shall be so disregarded. Secured Notes or income Notes so owned that have been pledged in good faith may 
be regarded as Outstanding If the pledgee establishes to the satisfution of the Issuer and the Trustee the pledgee's 
right so to act with respect to such Secured Notes or Income Notes and that the pledgee is not the Issuer, the Co~ 
issuer, the Liquidation Agent or any other obligor upon the Secured Notes or Income Notes or any affiliate of the 
Issuer, the Co-Issuer, the Liquidation Agent or sudi mher obligor. 

“Outstanding Notional Amount" means, with respect to the Senior Swap, the initial notional amount 
specified therein as reduced from time to time in accordance with the Senior Swap. 

"CHjtstanding Principal Amount" has the meaning set forth in the related CDS Transaction. 

"Overcoliateraiization Ratios” means the Senior Overcollateralization Ratio, the Class C 
OvercollateralizatiDR Ratio, the Class D Overcollateralization Ratio, the Class E Overcollateralization Ratio, the 
Class A Adjusted Overcollateralization Ratio, the Class B Adjusted Overcollateralization Ratio, the Class C 
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Adjusted OvercotlateralizatiDR Ratio, the Class D Adjusted Overcollateralization Ratio and the Class H Adjusted 
OwrcollateralizatloR Ratio. 

"Overcollateralization Tests” means the Senior Overcollateralization Test, the Class C 
Overcollateralization Test and the Class D Overcollateralization Test 

"P!K Bond" means a Reference Obligation or Delivered Obligation cm which the deferral of interest does 
not constitute an event of default pursuant te the terms of the related underiying instruments (while any other senior 
debt obligatitm is outstanding if so ^Hrovided by the related indenture or other underlying instrum«?ts). 

'Trincipal Balance” means, with respect to any Reference Obligation. Collateral Security, Delivered 
Obligaticm <»^ Eligible Investment, as of any date of detennination, the Reference Obligation Nodona! Amcmnt of 
such Reference Oblig^ion and the outstanding principal amount of such Collaterai Security, Driivered Obligation or 
Eli^'ble investment; subject to the following exce^ons: (i) the Principal Balance of eaii^ Oeftulted Obligation 
shall be deemed to be zero, except (A) for purposes of the calculation of the Coverage Tests, in whidi u^e, the 
Principal Baiance of Dei^ulted (^ligations rital] equal their respective outstanding principal ammmt or Refvence 
Obligation Notional Amount, as ^plicable (unless otherwise indicated in such tests), (B) for purposes of 
determining whetimr an Event of Default described in clause (vi) of the definition thereof has occurred, Defoulted 
Obligations shdl be included at dieir Applicable Recovery Rale, (C) for purposes of calculating any trustee fees and 
the Liquidation Agent Fee, die Principal Balance of each Defwited Obligation shall equal the Calculation Anxmnt 
for such Defaulted Obiigatitms and (D) as otherwise expressly indicated; (ii) the Principal Balance of any shall 
be the amount of such cash; (iii) the Principal Balance of any Delivered Obligation, any Collateral Securities and 
uiy Eligible Investments in which the Trustee does not have a perfected security interest shall be deemed to be zero; 
and (iv) the Principal Baiance of any Reference Obligation, Collateral Security or Delivered ^ligation that is an 
equity security shall be deemed to be zero. 

“Principal Proceeds" means, with respect to ai^ Due Period, the sum (without duplication) of; (i) alt 
payments of interut and principal on, or liquidation proce^ of, the Delivered Obligations and Eligible Investments 
on deposit in the Delivered Obligations Account received in cash by the Issuer during such Due Period, (ii) any 
termination payments received from the Credit Protection Buyer during such Due Period and (Hi) any Additional 
Fixed AmounU received from the Credit Protection Buyer (other than those due to the Senior Swap Counterparty in 
repayment of Senior Swap Funding Payments) during such ^e Period; provided, however, that Principal Proceeds 
shall not include any accrued interest or any funds from the Income Note Payment Account and all funds deposited 
in or credited thereto, transaction fees payable to the Issue and its share capitai on account of its ordinary shares 
held in its account in the Cayman Islands. 

“Principal Shortfall Amount” means, in respect of a Failure to Pay Principal, an amount equal to the greate 
of; (1) zero; and (ii) the amount equal to the product of: (A) the Expected Principal Amount minus the Actual 
Principal Amount; (B) the Applicable Percentage; and (C) die Reference Price. For purposes hereof, if the Principal 
Shortfall Amount would be greater than the Reference Obitgatton Notional Amount immediately prior to the 
occurrence of such Failure to Pay Principal, then die Principal Shortfall Amount shall be deemed to be equal to the 
Reference Obligation Notional Amount at such lime. 

“Principal Shortfall Reimbursement'* means, with respect to any day, the payment by or on behalf of the 
Reference Entity of an amount in respect of the Reference Obligation in or toward the satisfaction of any deferral of 
or failure to pay principal arising from one or more prior occurrences ofa Failure to Pay Principal. 

“Principal Shortfall Reimbursement Payment" means, with respect to any day, the product of (i) the amount 
of any Principal Shortfall Reimbursement on such day, (ii) the Applicable Percentage and (iii) the Reference Price. 

“Principal Shortfall Reimbursement Payment Amount” means, as of any date of determination, the sum of 
the Principal SbonfaJI Reimbursement Amounts in re^Tcct of all Principal Shortfall Reimbursements (if any) m^e 
during the Reference Obligation Calculation Period relating to sucb date, provided that the aggregate of ail Principal 
Shortfall Reirnbursemem Payment Amounts at any time shall not exceed the aggregate of all Floating Amounts paid 
by the Issuer in respect of occurrences of Failure to Pay Principal prior to such date. 
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“Proceeds” means, with res{»ct to any Due PNtod, without duplication, (i) all Amortization fttxxaXls with 
respect to the related Payment Date, (it) all Interest Proceeds with respect to the related Payment Date and {iii) any 
amounts to be released or withdrawn on die related Paymeot Date from the Expense Reserve Acemint for deposit to 
the Payment Awount. 

“Put Excluded Collateral” m«ns, as of any Ume of determination, collectively, (i) demand and time 
deposits that are Eligible investments as described m clause (li) of the definition thereof or (ii) cash. 

“Rating Agency Condition" means, with respect to any action taken or to be mken under the Transaction 
Documents, a condition that is satisfied when each Rating Agency has confrnned in writing to the issuer and the 
Trustee that such action will not result in the immediate witiidrawal, reduction or other adverse action with respect 
to any thui-currwit rating of any Class of Notes or die SenK» Swap. 

“Reewd Date" means, <i) with respect to any Paymoit Date apd any Notes Issued in book-«itry form, the 
close of business on the Business Day prior to sudi Payment Date and (ii) wi* respect to any Payment I^tc and any 
Notes issued in definitive form, the tenth day prior to sudi Payment Date {or, if such day is not a Business Day, foe 
next succeeding Business Day). 

“Redemption Date" means any Optional Redemption D^, Tax Redemption Date or Auction Payment 

Date. 


“Reference Entity" means the issuer of a Reference Obligation. 

“Reference (%ligation" means a Resid«itial Mortgage-Baclced Security referenced under the Credit 
Default Swap. 

“Reference Obligor" means (he obligor on a Reference Obligation. 

"Reference Obligation Calculation Period” means, with respect to each Reference Obligation Payment 
Date, a {wriod corresponding to the interest accrual period relating to such Reference Obligation Payment Date 
pursuant to its underlying instruments. For foe avoidance of doubt, foe first Reference Obligation Calculation Period 
will begin on the Reference Obligation Payment Date foiling on or immediately prior to the Closing Date, 

“Reference Obligation Coupon" means the periodic interest rate applied in relation to each Reference 
Obligation Calculation Period on the related Reference Obligation Payment Date, as determined in accordance with 
the terms of the underlying instruments as at the Oosing Date, without regard to any subsequent amendment. 

"Reference Obligation Notional Amount" means, with respect to each CDS Transaction, the notional 
amount specified therein as reduced or increased pursuant to the terms of such CDS Transaction. 

"Reference Obligation Payment Date” means (I) each scheduled distribution date for a Reference 
Obligation occurring on or alter foe Closing Date and on or prior to foe scheduled termination date of the related 
COS Transaction, determined in accordance wfo (he underlying instruments and (ii) any day alter the effective 
maturity date on which a payment is made in respect of sudi Reference Obligation. 

“Reference Obligation Principal Amortizatiwi Amount” means, with respect to any Reference Obligation- 
Payrn«it Date, an amount equal to the product of (i) foe amount of any Reference Obligation Principal Payment on 
such date and (ii) the Applicable Percentage. 

‘•Reference Obligation Priflcipal Payment” means, with reared to any Reference Obligation Payment Date, 
the occurrence of a payment of an amount to foe holden of the Reference Obligation in reject of principal 
(scheduled or unscheduled) in respect of the Reference Obligation other than a payment in respect of principal 
representing capitalized interest, excluding, for the avoidance of doubt, any Writedown Reimbursement or Interest 
Shortfall Reimbursement. 
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“Reference Price" means the refoence price (expressed as a perc»tage) specified in the related CDS 
Transactimi. 

"Registered" me^, with respect to any debt obligation or debt security, a debt obligation or debt sewirity 
that is issued after July 18, 1984, and that is in roistered form within die meaning of Section 881(c)(2XBXi)ofthc 
Code rmd the Treasury regulations promulgated thereundei. ' 

"REIT Debt Security" means a security issued by publicly held real estate mvestmwit trusts (k defined in 
Section 856 of the Code or any succcKor provision^ 

“Relevant Amounr means with respect to any Reference Obligation, if a servicer report th^ describes a 
Rcferwice Obligatiwi Principal Payment, Writedown w Writedown Reimbursement (other than a Writedown 
Reimbursement within par^r^h (i) of "Writedown Reimbursement"), in each case that has die effect of dwrcaslng 
« increasing the interest-accruing principal balance of sudi Reference Obligaticm as of a date prior to a Delivery 
Date but such swviccr report is delivered to holders of such Reference Obligation or to the calculation agent under 
the related CDS Transaction on or after the related Delivay Date, an amount equal to the product of (!) the sum of 
any such Reference ObligaUon Principal Payment (expressed as a positive amount), Writedown (expressed as a 
positive amount) or Writedown Reimbursement (expressed as a negative amount), as applicable, (ii) the Reference 
Price; (iii) the Applicable Percentage immediately prior to such Delivery Date; and (iv) the Exercise Percentage (as 
defined in the related CDS Transaction). 

“Residcnlia! Mortgage-Backed Securities” or “RMBS** means securities that represent interests in pools of 
residential mortg^e loans secured by 1 to 4 family residential mortgage loans and shall include, withwtt limitation, 
RMBS Prime Mortgage Securities, RMBS Mi<4>rime Mortgage Securities and RMBS Subprime Mortgage 
Securities. 

“RMBS Midprime Mortgage Securities” means Residential Mortgage-Backed Securities (other than RMBS 
Subjffime Mwtgagc Securities and RMBS Prime Mortgage Securities) that entitle the holders thereof to r«eivc 
paymenu that depend (except for rights or other assets designed to assure the servicing or timely distribution of 
proceeds to holders of such Residential Mortgage-Backed Securities) jn the cash flow from midprimf residential 
mortgage loans secured (on a first priority basis, subject to pennitted liins, casements and other encumbrances) by 
1- to 4-family residential real esute, the proceeds of whidi are used to purchase real estate and purchase or construct 
dwellings thereon (or to refinance indebtedness previously so used). At issuance, the loans in, the portfolio 
underlying each such RMBS Midprime Mortgage Security will have a weighted average FICO Score greater than 
625, but less than 700. 

“RMBS Prime Mortgage Securities” means Residential Mortgage-Backed Securities (other than RMBS 
Subprime Mortgage Securities and RMBS Midprime Mortgage Securities) diat entitle the holders thereof to receive 
payments dial depend (except for rights or other assets desipicd to assure the servicing or timely distribution of 
proceeds to holders of such Residential Mortgage-Backed Securities) on the cash flow from prime residential 
mortgage loam secured (on a first priority basis, subject to permitted liens, easements and other encumbrances) by 
]> to 4-fami!y residential real estate, the proceeds of -^ich are used to purchase real estate and purchase or construct 
dwellings thereon (or to refinance indebtedness previously so used). At issuartec, the loans in the portfolio 
underlying each such RMBS Prime Mortgage Security will have a weighted average PICO Score of at least 700. 

"RMBS Subprime Mortgage Securities” means Residential Mortgage-Backed Securities (other than RMBS 
Prime Mortgage Securities and RMBS Midprime Mortgage Securities) that entitle the holders thereof to receive 
payments that depend (except for rights or other assets designed to assure the servicing « timeiy distribution of 
proceeds to holders of such Residential Mortgage-Backed Securities) on the cash flow from subprime residential 
mortgage loans secured (on a first priority basis, subject to permitted liens, easements and other encumbrances) by 
1- to 4-faintly residential real estate, the fu-oceeds of which are u«d to purchase real estate and purchase or construct 
dwellings thereon (or to refinance indebtedness previously so used). At issuance, the loans in the pwlfolio 
underlying RMBS Subprime Mortgage Security will have a weighted average FICO Score of 625 or below, 

"S&P Rating” means the rating determined in accordance with (he methodology described in the Indenture. 
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**S&P Recovery Rate” means, with respect to a CoUateral Asset or Reference Obligation, on any 
Determinaticm Date, an amount equal to the percentage for such Coliatera! Asset or Reference Obligation set forth in 
the S&P Recovery Rate Matrix Cached as a sdtedule to the Indenture {determirted in accwdance with procedures 
prescribed by S&P for such Credit Default Swap, Reference Obligatim or Delivered Obligt^on on the date of i& 
purchase by the Issuer or, in the case of a Defaultoi Obligation, die S&P Rating immediately prior to default). 

"Sale Proceeds” means all amounts representing l^oceeds (including »:crued interest) horn the sale, 
auipiment, termination or other disposition of any COS Transaction, Collateral Securities, Delivo-ed Obligation or 
Eligible investment received during such Due Period, net of any reasonable amounts expended by the Liquidation 
Agent or the Trustee in connection with such sale or other (Ssposition. 

“Secured Mote Redemption Piice” means the Class S Note Rcdonption Price, the Cla^ A Note 
Redemption Mcc, the Class B Note Redemption Price, the Class C Note Redemption Price and the Class D Note 
Redemption Price, as applicable. 

“Seniw Funding” means the Senior Swap and the Class A Notes. 

“Senior Principal Allocation" means, if the Senior Ovetroilateralization Test is satisfied on the 
Determination Date relating to the current Payment Date and was satisfied on each Determination Dale relating to 
each preceding Payment Date, (hen any Principal Proceeds avmlable for payment to the Senior Funding will be 
allocated pro rata based on the Outstanding Notional Amount of the Senior Swap and the Outstanding fhrincipal 
Amount of the Class A Notes on the Determination Date relating to such Payment Date (i) to reduce the Outstanding 
Notional Amount of the Senior Swap and (ii) to the payment of the Class A Notes, provided, that such amounts 
allocated to the Class A Notes will be paid {i)Jirsi, to the Class A>f Notes until such Class A^f Notes are paid in foil, 
and second, to the Class A-b Notes until such Class A-b Notes are paid in foil. If the Senior Overcollateralization 
Test was not satisfied on any Determination Date, including the one relating to the current Payment Date, Uten, 
unless otherwise specified in the Priority of Payments, ai^ Principal Proceeds available for payment to the Senior 
Funding will be allocated first (t) to the reduction of the Outstanding Notional Amount of Senior Swap, until 
reduced in full, and second (fi) pro rata to the Class A*f Notes and the Class A-b Notes, until such Class A Notes are 
pud in full. 

"Servicer” means, with respect to any Issue of Reftrence Obligation or Collateral Asset, the entity that, 
absent any default, event of defoult or similar condition (however described), is primarily responsible for monitoring 
and otherwise administering the cash flows from which payments to investors in such Reference Obligation or 
Collateral Asset are made. 

“Single B Calculation Amount” rneans die sum of the ^ducts of (a) the Principal Balance of each Single 
B Rated Asset and (b) (i) when used In the context of the calculation of the Senior Overcollateralization Ratio, 60%, 
(Ii) when used in the context of the calculation of the Class E Interest Diversion Test, 70% and (iii) otherwise, 80%. 

“Single B Rated Asset” means any Collateral Asset or Reference Obligation, that is not a Triple C Rated 
Asset, with an Actual Rating from S&P less than "BB-” or with an Actual Rating from Moody's less than “BaS.” 

“Statistical Loss Amount" means, as of any Determination Date, (he sum of, for each Reference Obligation 
and Collateral Asset, the product of (i) the Principd Balance of such Reference Obligation or Collateral Asset and 
(ii) the Moody’s "ideatized” Cumulative Expected Loss Rate as set forth in the Indenture for such Reference 
Obligation and Collateral Asset. For purposes of the calculation of the Statistical Loss Amount tm any 
Determination Date with respect to Single B Rated Assets, Deferred Interest PIK. Bonds, Double B Rated Assets, 
Triple C Rated Assets. Defaulted Obligations and the principal amount of any Reference Obligations end Collaterai 
Assets expected to be paid in foil after the April 12, 2042 Payment Dale, the principal amount thereof e)q>ected to be 
paid after die Payment Date related to such Determination Date shall be excluded. 

"Step-Dowi Bond" means a security vriiich by the terms of ihe related underlying instrument provides for a 
decrease, in the case of a fixed rale security, in the per annum interest rate on such security or, in the case of a 
floating rate security, in the spread over the applicable index or benchmark rate, solely as a fonclion of the passage 

A-19 


Confidential Treatment Requested by Goldman Sachs GS MBS-E-02 182 1351 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00905 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



902 


Footnote Exhibits - Page 3160 


of time; provided that a Step-Down Bond shell nc^ include any such security providing for payment of a constant 
rate of inteicst at ail times the date of calculation. 

"Super Majority'* means with respect to any Class of Notes and the Senior Swap, the Holders of more than 
66-2/3% of the A^regate Outstanding Amount of such Class of Notes and the Outstanding NolionaJ Amount of the 
Senior Swap. 

‘Tax Event” means (i) the adoption of, or a change in, any tax statute (including the Code), freaty, 
regulation (wiKthnr temporary or final), rule, ruling, practice, procedure or judicial decision or intcipretation which 
results or will result in withholding tax payments rqrreseodng in excess of 3% of the ag^gate pronium and 
interest due and payable on the Credit Defmjlt Swap and Pledged Assets during the Due Period in whidi such event 
occurs as a result of the imposition of U.S. or oAer witWioldtng tax with respect to which the obligors are not 
requii^ to make gross-up payments diat cover the full amount of such withholding taxes on ut aA»-tax basis or (ii) 
die adoptiim of, or chaise in, any tax statute (including the CodeX treaty, regulation (whether terhporary dr fin^), 
rule, ruling, practice, procedure or judicial decision or interpretation which results or will result in taxation of die 
issuer’s net income in an amount equal to 3% or more of the net income of the Issuer during any Due Period in 
which such event occurs. 

‘Total Redemption Amount” means the sum of (a) all amounts due as of the Redemption Date pursuant to 
clauses (i), (ii), (iii), (ivX (v), (xx) and (xxiii) of the Priwi^ of Payments, (b) the Secured Note Redemption Prices 
and (c) the income Note Face Amount as of the Redemption Date (or such lesser amount as is agreed to bythe 
Holders of 100% of the Income Notes). 

‘Treasury" means the United States Department of the Treasury. 

‘‘Triple C Calculation Amount” means the sum of the products of (a) the Pri ncipat Balance of each Triple C 
Rated Asset and (b) (1) vvhen used in the context of (he cticulaiion of the Senior Overcollateralization Ratio, 25% 
and (ii) otherwise, 50% 

“Triple C Rated Asset" means any Collateral Asset or Reference Obligation (other than a Defaulted . 
Obligation) with an Actual Rating from S&P of less than “B*" or with an Actual Rating from Moody’s of less than 

“Unreimbursed Senior Swap Funding Amount” has the meaning set forth in the Senior Swap. 

“Writedown Amount" means, with respect to any day, the product of (i) the amount of any Writedown on 
such day, (ii) the Applicable Percenuge and (iiO the Reference Price. 

“Writedown Reimbursement" means, with respect to any day, the occurrence of; (i) a payment by or on 
behalf of the Reference Entity of amount in respect of the Reference Obligation in reduction of any prior 
Writedowns; O^XA) an increase by or on behalf of the Reference Entity of the Outstanding Principal Amount of the 
Reference Obligation to reflect the reversal of any prior Writedowns; or (B) a decrease in the principal deficiency 
balance or realized loss amounts (however described in die underlying instruments) attributable to the Reference 
Obligation; or (iii) if "Implied Writedown" (as defined in the related CDS Transaction) is applicable and the 
underlying instrvmoits do not provide for writedovms, ai^lied losses, principal deficiencies or realized losses as 
described in (ii) above to occur in respect of the Reference Obligation, an "Implied Writedown Reimbursement 
Amount” (as defined in the related CDS Transaction) being determined in respect of the Reference Obligation by the 
calculation agent thereunder. 

"Writedown Reimbursement Amount" means, with respect to any day, an amount equal to the product of: 
(i) the sum of ail Writedown Reimbursements on that day; (ii) the Applicable Percentage; and (iii) the Reference 
Price. 

"Writedown Reimbursement Payment Amount” means, with respect to any date of determination, die sum 
of the Writedown Reimbursement Amounts in re^ct ©fall Writedown Reimbursements (if any) made during the 
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Reference Obligation Calculatitm Period relating to sudi date, provided that the aggregate of all Writedown 
Reimbursement PiQ'ment Amounts at any time shall net exceed the aggregate of al! Floating Amounts paid by the 
Issuer in respect of Writedowns occurring prior to such dale. 


A-21 


Confidential Treatment Requested by Goldman Sachs GS MBS-E-021 821 353 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00907 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



904 


CM 

<D 

T" 

CO 

o 

O) 

<0 

0. 


J2 

£ 

!E 

X 

UJ 

i! 

o 

c 

’*-• 

o 

o 

u. 



Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821354 


VerDate Nov 24 2008 


09:58 May 19, 2011 Jkt 066051 PO 00000 Frm 00908 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS 


PsN: PAT 



905 


CO 



Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821355 


VerDate Nov 24 2008 


09:58 May 19, 2011 Jkt 066051 PO 00000 Frm 00909 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS 


PsN: PAT 



906 


ffO 



Confidential Treatment Requested by Goldman Sachs 


GSMBS-E-021821356 


I 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 00910 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



907 


I Pf 1 If |11 li Iflf pp I 


Miiiliiiiiiiiiiiiiiiiiliiiliiiiiiiiiiiiliiliiiiiiii 

tliiiiiiiiiiinisiiioiiiiiHiHiiiiiiiiiiiiniiiiiii 


iiiiiiiiiiiiJiiiiiiiiiiiiiiiiiiiiiiiijiiiiiiiiiiiii 


= ill*”" *5 = ' i-s* ?* = •-'-' = - 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821357 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00911 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



Footnote Exhibits - Page 3166 


908 



Confidential Treatment Requested by Goldman Sachs GS MBS-E-021821358 


VerDate Nov 24 2008 


09:58 May 19, 2011 Jkt 066051 PO 00000 Frm 00912 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS 


PsN: PAT 



909 



Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821359 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00913 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



910 


[iilHIl'iliiiiililliillllM! 




[::5S!9§S3sM§3S;8iS{Q3SC = S5C9S8S£si8%SSSS33^S~'S3i3RS|SSSS^ 
h9S«S33 9!;SS3s33X^3S^33S3SS39&8S^s3SiX89S8S9KS9»X3S9SX939 


SSS8583SS33333&5S38S8S£3&83aC8SBS8&5383a83sS88Sa3SSSS3 


|83SSS8838388e:38889888;i(S8888SS;^88t>;8SS888g98S98^88S8883 
I pP*p5PMl5Pl5ppp82E»PlS§MS!^S?S.?M.| = i|5P.S.|f. 
|iii“‘2sl’5S'S'lRisi2t?52ji-SSs2S2?»S5SS?;5£2SS5sss22S88!g5 

liilippppiPPPiiiiPPiPiPPi$ppMPiPPiPl 

fs38S;'SS28SS|3SSS888;:8888SSS8SS5§S&SSSS8SS{:8&33SSS&5e^S3 

>lii!li!illiii5iyi5l5i5liilliliyyiiiy!?iiliililiii§ 

it 

lyyiyiiiiiiiyyiiiyiiiiyiiiyiiyiiiiyyyyiiy 

Miiyiiiyiyyyyiiiiiyiiyiyyyyyiiiiiiiiyiy 

|!ipipppiippiipippii2ipisipipippippp|i 

fSs-sssgfissgsSs^ssssstc’sssgss^ss'ssssgsEEsssgse'sKsssgasS 

i'iSiSSSSsiSisSSSiiilSssISSSSeSSsSSSSHSsSSsSgSSSSSSSSi: 


js5s§s5i,iyB5sy?n,ssi|.yjys“sy!s!.ssi!.siJi 


iSS5PsS5“S2ScpspsiSSjpj8§je,g6j8g8|sg|gppp»ES 

jiiiyllliililliiyiiiiihilliililliiyilillillllii 


illllllfflfiil 

'iiiiliilisyi 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821360 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00914 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



911 




|^J<RSK^«?S5 5S«RSSJ^9S9SJla88aaaS<»R8i?88S?SS9S;fSa8f;a»9R5rsR;:" 

sssRRslRalssSaassaxss^s^RssasssR^'MgssiRRisMt^s^. xl^^sRS 
[8R83(S5$SSf!;8;(^«7;iiSt;a^S3(SX«S8 8a^8&93#8Sd8 9888S^S:SSSCS9;:»8 

|S8S&888SSS8SS38888S!SSS'8&S888S&8S&88SSS8888S8S8£8SSSSSR& 

i8S3|S88898S58898888|8g88»88?8i88?8gS8888|2::82|88|8a?8|58 
|s8 8ai3 8!i!R8:Sg^a^^85g2SS8Sgf8SR^gRg2g8SgfitfSX|gSRg8gR§Z^5S 

I ------ 

|E:'8siacs'c^&'«'S<iis:^s:cs3;:a;$si!S:sSSill«Ss:s<s>:^-3S::ss^s!i:'-: 

!lli5i!!liili!lil2iiyii!i352ii5lll3^IIE!i3!5fi!lNiilli 

JasasiisaaSsassssSsaisSssssasSSs-lsr.ssstsssisijioaisisssSs 

*3SS2S-iRSaaS:ia8S^Ss5S2sS2c«*88SSs88S?RS2KRS8t:g3S!fnff;aS»38 

f8S888i888si28CSSS88a8Ss888SSSaK:888SSSe85EsSSSR«888Rsgs8s 

iSSSasiSSsilSasalSIjlsSSsjSJSlISIISsSsSjSSSiSSIISiiSjsiS 

1*13 SJsbJS gS E«*S33*SS S*|| -?sS 5*a*a5s Sai“®i “ " S - 


iliiliyiiliiifiiiilliilflllifliriiiiiiiiiiiiiiiii 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821361 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm00915 Fmt6602 Sfmt 6602 F:\DOCS\66051.TXT SAFFAIRS FsN: FAT 



912 




iissi??^9s.8 8SRiMsqf;s?5?^^s|56ge 
■iiSi^si^iiSiSsSsSsSsssRSsssssiiecSss 


Isssssjssssssa-sisssssssssisssai:! 

|8SJ8!i88a8S6e8 8,SBSSS8SS88888388a 
I S£i§sSS§8S3^^RSMiSiSS£«!l!3lS.8|s. 
I R ^ =' g 5 = J S »■ s s s' S a s' ! s ? 5 ? s s 5 H i a s s S c £ 

|8S;88§3es8S8888£RS3;^8S8S§B88§888 

hllfliiiisl'ii^illtiifliilliiiii 

liyiiiiiyiyiiyiiiiiiiiiiiiii 

^|li8!!iRSS^::8SnS9S = a<<£i8tiSS'<!!S3e8:!i83S 
|3si8S£.SSSsS3SeS88S38i:e§CRSS;EC:C« 

iSISSgsSSilJHSsSSsSiSssJSSSHHS 


|y|lLsiiisslii||pyy|ss ~;~ 

P iiii ii iiii Ililliiii 


iiHiiiiiyililiiliiiiliy 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-021821362 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm00916 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



913 


Footnote Exhibits - Page 3171 


ANNEX A-l 


FORM OF INCOME NOTES PURCHASE AND TRANSFER LETTER 

The Balk of New York Trust Company, National Association 
601 Travis Street, I6th Floor 
Houaon, Texas 77002 

Attention: Global Corporate Trust - Hudson Memnme Funding 2W16-!, Ltd. 


Re: Hudson Mezzanine Funding 2006>1. Ltd. 

Income Notes 


Dear Sirs: 

Refercna is hereby made to the Income Notes due 2042 (the "Income Notes”) issued by Hudson 
Mezaaiinc Funding 2006-1, Ltd. (the "Issuer"), described in the Issuer’s Offering Circular dated December 3, 2006 
(“Offering Circular”) to be purchased and held by us in definitive certificated form. We (the “Purdiaser”) are 
fKirchasing U.5, S[ } principal amount of Income Notes (the “Purchaser’s Income Notes”). Terms defined or 
referenced in the Offving Circular and not otherwise defined or referenced herein shall have the meanings set forth 
in the Offering Circular. 

The Purchaser hereby represents, warrants and covenants for the benefit of the Issu^ that; 

(a) (i) The Purchaser Is (check one) (x) a qualified institutional buyer (as defined in Rule I44A under the 

Securities Act of 1933, as amended (the “Securities Act”)) (a “Qualified Institutional Buyer") (y) an 

“accredited investor” (as defined in Rule 501(a) under the Securilies Act) (an “Accredited Investor") who 
has a net worth of not less than U.S.$i0 million that is purchasing the Income Notes for its own account; 
(ii) The Purchaser is a “qualified purchaser” for the purposes of Section 3(c)(7) of the Investment Company 
Act of 1940. as amended (the "Investment Company Act") (a “Qualified Purchaser*'); (iii) The Purchaser, 
in the case of clause (y) atove, is not acquiring tite Income Notes with a view to any resale or distribution 
thereof, other than in accordwwe with the restrictions set forth below; (iv) The Purchaser is aware that the 
sale of the Purchaser’s Income Notes to the PurchaKr is being made in reliance on an exemption fi«m 
registration under the Securities Act; (v) With respect to any transferee, the Purchaser also understands that, 
in conjunction with any transfer of the Purdtaser’s ownership of any Purchaser’s Ineome Notes purchased 
hereunder, It will not transfer or cause the transfer of such Purchaser's Income Notes without obtaining 
from the transferee a certificate substantially in the form of this Income Note Purchase and Transfer LeRer, 
(vi) The Purchaser will provide notice of die transfer restrictions described to any subsequent transferees. 

(b) The Purchaser is purchasing the Purchaser’s Income Notes in an amount equal to or exceeding the 
minimum permitted number thereof for its own account (or, if the Purchaser is a Qualified Institutional 
Buyer, for the account of another Qualified Institution^ Buyer with respect to which the Purchaser 
exercises sole investment discretion) for investment purposes only and nc« for sale in connection with any 
distribution thereof, but nevertheless subject to the understanding that the disposition of its property shall at 
ail times be and remain within its control (subject to the restrictions set forth in the Offering Circular, the 
certificate in respect of the Purchaser’s Income Notes and the Fiscal Agency Agreement). 

(c) The PurchKcr understands that the Purchaser’s Income Notes have not been and will not be registered or 
qualified under the Securities Act or any ai^licable state securities laws or the securities laws of any other 
jurisdiction and are being offered only in a transaction not involving any public offering within the 
meaning of the Securities Act, are being offered only in a transaction not involving any public offering, and 
may be reoffered, resold or pledged or otherwise transferred only in accordance with the restrictions on 
transfer sc! forth herein and in the Fiscal Agency AgrecmcnI. The Purehaser understands and ^gnes that 
any purported transfer of Income Notes to a purchaser that does not comply with the requirements herein 
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will not be permitted or registered by the Inowie Notes Transfer Agent. Hie Purchaser fordier undwstands 
that the Issuer has the ri^t to compel ar^ beneficial owner of Income Notes that is a U.S. Person and is not 
(a) cidier a Qualified Institutional Buyer or an Accredited Investor with a worth of U.S.SIO million or 
more and (b) a (^alified Purchaser, to as!) its, interest In such Income Notes, or the Issuer may sell such 
Income Notes on behalf of such owner. 

(d) If the Pufdiasa- or any account fiw vdiich the Purchaser is purchasing the Purchaser’s Income Notes is a 
U.S. Person (as defined in Regulation S under the Securities Act) the following rqircscntations shall be true 
and correct; The Purchaser (or iflhe Purchaser is acquiring the Purchaser’s Income Notes for any account, 
each sudt account) is acquiring the Purdtascr’s Income Notes as principal for ite ovm account for 
inveshnent and not for sale in connection with any distribution thereof. The Purchaser and each such 
account; (a) was not formed for the specific purpose of investing in the Income Notes (except when each 
beneficial owner of the Purchaser and each such account is a Qualified Purdiaser), (b) to the extent the 
Purchaser is a private invesbnent company formed before April 30, 1996, the Purdraser has received the 
necessary consent from its boieflcial owners, (c) is not a pension, profit sharing or other retiremimt trust 
fiind or plan in which the partners, beneficiaries or participants, as applicable, may designate the particular 
investments to be made; uid (d) is not a broker-dealer that owns and invests on a discretionary basis less 
than U.S.$25,000,000 in securities of unafliliated issuers. Further, the Purchaser agrees: (i) that neither it 
nor such account shall hold the Ehirchaser’s Income N<Mcs for the benefit of any other ptfson wd such 
purchasa of such account shall be the sde beneficial owner thereof for all purposes; and (ti) that neither it 
nor such account shall sell participation interests in the Purchaser’s Income Notes or enter into any other 
arrangement pursuant to which any other person shall be entitled to a beneficial interest in the distributions 
on die Purchaser’s Income Notes. The Purchase understands and agrees that any purported transfer of the 
Purchaser's Income Notes to a Purchaser that does not comply with the requirements of fliis clause (d) will 
not be pmnitted or registered by the Income Notes Transfer Agent. 

(e) In connection with the purchase of the Purchaser’s Income Notes: (i) none of the Issuers, the Initial 
Purchaser, the Liquidation Agent, the Administrator ot the Fiscal Agent, is acting as a fiduciaiy or financial 
or investment adviser for the Purchaser, (ii) the f^rchaser is not relying (for purposes of making any 
investment decision or otherwise) upon any advice, counsd or representations (whether written or oral) of 
the Issuers, the Initial Purchaser, the Liquidation Agent, the Administrator or the Fiscal Agent other than in 
the Offering Circular and any representations expressly set forth in a written agreement with such party; 
(iii) none of the Issuers, the initial Purchaser, (he Senior Swap Counterparty, the Liquidation Agent, the 
Collateral Pul Provider, the Administrator or the Fiscal Agent has given to the Purchaser (directly or 
indirectly through any other person) any assurance, guarantee, or representation whatsoever as to the 
expected or projected success, profitability, return, performance, result, effect, consequence or benefit 
(including legal, regulatory, tax, financial, accounting or otherwise) as to an investment in the Purchaser's 
Income Notes; (iv) the Purchaser has consulted with Its own legal, regulatory, lax, business, investment, 
financial and accounting advisers to the extent it has deemed necessary, and it has made its own investment 
decisions (including decisions regarding the suitability of any transaction pursuant to the Indenture and die 
Fiscal Agency Agreement) based upon its own judgment and upon any advice from such advisers as it has 
deemed necessary and not upon any view expressed by the Issuers, tile Initial Purchaser, the Senior Swap 
CounterparTy, the Liquidation Agent, the Collateral Put Provider, the Administrator or the Fiscal Agent; (v) 
the Purchaser has evaluated the rates, prices or ainounls and other terms and conditions of the purchase and 
sale of the Purchaser’s Income Notes with a full understanding of all of the risks thereof (econcnnic and 
otherwise), and it is capable of assuming and willing to assume (financially and otherwise) those risks; and 
(vi) the Purchase' is a sophisticated investor. 

(f) The certificates in respect of the Income Notes (other than the Regulation S Income Notes) will bear a 
legend to the following effect unless the Issuer determines otherwise in compliance with the Fiscal Ag«icy 
Agreement vid aj^licabklaw: 

THE INCOME NOTES ARE THE SUBJECT OF, AND ARE ISSUED SUBJECT TO THE 

CONDITIONS OF. THE FISCAL AGENCY AGREEMENT. DATED ON OR ABOUT 

DECEMBER 5. 2006 (THE "FISCAL AGENCY AGREEMENT”) BY AND BETWEEN THE 

ISSUER OF THE INCOME NOTES AND THE BANK OF NEW YORK TRUST COMPANY, 
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NATIONAL ASSOCIATION, AS FISCAL AGENT. COPIES OF THE FISCAL AGENCY 
AGREEMENT MAY BE OBTAINED FROM THE FISCAL AGENT. 

THE INCOME NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE 
UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE -SECURITIES ACT"), 
AND THE ISSUER HAS NOT BEEN REGISTERED UNDER THE UNITED STATES 
INVESTMENT COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY 
ACT’). THE HOLDER HEREOF. BY PURCHASING THE INCONIE NOTES REPRESENTED 
HEREBY. AGREES FOR THE BENEFIT OF THE ISSUER THAT SUCH INCOME NOTES 
MAY BE OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED, ONLY (AXl) TO 
A PERSON WHOM THE SELLER REASONABLY BELIEVES IS A QUALIFIED 
INSTITUTIONAL BUYER AS DEFINED IN RULE I44A UNDER THE SECURITIES ACT 
AND IS PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER, IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE 144A UNDER THE SECURITIES ACT, (2) TO AN 
ACCREDITED INVESTOR (AS DEFINED IN RULE 501(a) UNDER THE SECURITIES ACT) 
WHO HAS A NET WORTH OF NOT LESS THAN U.S.$I0 MILLION) IN A TRANSACTION 
EXEMPT FROM REGISTRATION UNDER THE SECURITIES ACT, OR (3) TO A NON-U.S. 
PERSON IN AN OFFSHORE TRANSACTION COMPLYING WITH RULE 903 OR RULE 904 
OF REGULATION S UNDER THE SECURITIES ACT. AND. IN THE CASE OF aAUSE (1) 
AND (2) IN A PRINCIPAL AMOUNT OF NOT LESS THAN $250,000 OR IN THE CASE OF 
CLAUSE (3) IN A PRINCIPAL AMOUNT OF NOT LESS THAN $100,000. FURTHERMORE 
THE PURCHASER AND EACH ACCOUNT FOR WHICH IT IS ACTING AS A PURCHASER, 
OTHER THAN IN THE CASE OF CLAUSE (AX3) ABOVE. REPRESENTS FOR THE 
BENEFIT OF THE ISSUER THAT IT (V) IS A QUALIFIED PURCHASER FOR THE 
PURPOSES OF SECTION 3(cX7) OF THE INVESTMENT COMPANY ACT, (W) WAS NOT 
FORMED FOR THE PURPOSE OF INVESTING IN THE ISSUER (EXCEPT WHEN EACH 
BENEFICIAL OWNER OF THE PURCHASER IS A QUALIFIED PURCHASER), (X) HAS 
RECEIVED THE NECESSARY CONSENT FROM ITS BENEFICIAL OWNERS WHEN THE 
PURCHASER IS A PRIVATE INVESTMENT COMPANY FORMED BEFORE APRIL 30, 
1996, (Y) IS NOT A BROKER-DEALER THAT OWNS AND INVESTS ON A 
DISCRETIONARY BASIS LESS THAN U.iS25.000,000 IN SECURITIES OF 
UNAFFILIATED ISSUERS AND (2) IS NOT A PENSION, PROFIT SHARING OR OTHER 
RETIREMENT TRUST FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR 
PARTICIPANTS, AS APPLICABLE, MAY DESIGNATE THE PARTICULAR INVESTMENTS 
TO BE MADE. AND IN EACH CASE IN A TRANSACTION THAT MAY BE EFFECTED 
WITHOUT LOSS OF ANY APPLICABLE INVESTMENT COMPANY ACT EXEMPTION 
AND (B) IN ACCORDANCE WITH ALL APPLICABLE SECURITIES UWS OF THE 
STATES OF THE UNITED STATES. ANY PURPORTED TRANSFER IN VIOLATION OF 
THE FOREGOING WILL NOT BE PERMITTED OR REGISTERED BY THE INCOME 
NOTES TRANSFER AGENT. EACH TRANSFEROR OF THE INCOME NOTES WILL 
PROVIDE NOTICE OF THE TRANSFER RESTRICTIONS SET FORTH HEREIN AND IN 
THE FISCAL AGENCY AGREEMENT TO ITS TRANSFEREE. IN ADDITION TO THE 
FOREGOING, THE ISSUER HAS THE RIGHT TO COMPEL ANY BENEFICIAL OWNER OF 
AN INCOME NOTE THAT IS A U.S. PERSON AND IS NOT (A) A QUALIFIED 
PURCHASER AND (B) EITHER A QUALIFIED INSTITUTIONAL BUYER OR AN 
ACCREDITED INVESTOR WHO HAS A NET WORTH OF NOT LESS THAN U.S.SIO 
MILLION TO SELL SUCH INCOME NOTES. OR MAY SELL SUCH INCOME NOTES ON 
BEHALF OF SUCH OWNER. 

IF THE TRANSFER OF INCOME NOTES IS TO BE MADE PURSUANT TO CLAUSE {A)(l) 
OR {AK2) of THE PRECEDING PARAGRAPH. THE TRANSFEREE OF THE INCOME 
NOTES WILL (I) BE REQUIRED TO EXECUTE AND DELIVER TO THE ISSUER AND THE 
INCOME NOTES TRANSFER AGENT AN INCOME NOTES PURCHASE AND TRANSFER 
LETTER, SUBSTANTIALLY IN THE FORM ATTACHED TO THE FISCAL AGENCY 
AGREEMENT, STATING THAT AMONG OTHER THINGS. THE TRANSFEREE IS (X) A 
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QUALIFIED INSTITUTIONAL BUYER AS -DEFINED IN RULE 144A UNDER TOE 
SECURITIES ACT PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF 
A QUALIFIED INSTITUTIONAL BUYER, OR (Y) AN ACCREDITED INVESTOR (AS 
DEFINED IN RULE 501(8) UNDER THE SECURITIES ACT) WHO HAS A NET WORTH OF 
NOT LESS THAN U.S.S10 MILLION AND (2) A QUALIFIED PURCHASER FOR THE 
PURPOSES OF THE INVESTMENT COMPANY ACT AND (2) RECEIVE ONE OR MORE 
DEFINITIVE INCOME NOTES. 

IF THE TRANSFER OF INCOME NOTES IS TO MADE PURSUANT TO CLAUSE (A)(3) 
OF THE SECOND PRECEDING PARAGRAPH, THE TRANSFEREE OF THE INOJME 
NOTES WILL BE REQUIRED TO DELIVER TO TOE ISSUER AND THE INCOME NOTES 
TRANSFER AGENT AN INCOME NOTES PURCHASE AND TRANSFER LETTER, 
SUBSTANTIALLY IN TOE FORM ATTACHED TO TOE FISCAL AGENCY AGREEMENT, 
STATING THAT AMONG OTHER THINGS, THE TRANSFEREE IS NOT A U.S. PERSON 
(AS DEFINED IN REGULATION S). 

WITH RESPECT TO THE INCOME NOTES PURCHASED OR TRANSFERRED ON OR 
AFTER THE CLOSING DATE. THE PURCHASER OR TRANSFEREE MUST DISCLOSE IN 
WRITING IN ADVANCE TO TOE FISCAL AGENT (i) WHETHER OR NOT IT IS (A) AN 
"EMPLOYEE BENEFIT PLAN” AS DEFINED IN AND SUBJECT TO TITLE I OF THE 
UNITED STATES EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS 
AMENDED C'ERiSA”). (B) A “PLAN" DESCRIBED IN AND SUBJECT TO SECTION 4975 
OF THE UNITED STATES INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE 
"CODE”). OR (C) AN ENTITY WHOSE ASSETS INCLUDE “PLAN ASSETS” WITHIN THE 
MEANING OF ERISA BY REASON OF AN EMPLOYEE BENEFIT PLAN'S OR OTHER 
PLAN’S INVESTMENT IN THE ENTITY (ALL SUCH PERSONS AND ENTITIES 
DESCRIBED IN CLAUSES (A) THROUGH (C) BEING REFERJIED TO HEREIN AS 
"BENEFIT PLAN INVESTORS"); (li) IF THE PURCHASER OR TRANSFEREE IS A 
BENEFIT PLAN INVESTOR (OR ANOTHER EMPLOYEE BENEFIT PLAN SUBJECT TO 
ANY FEDERAL. STATE, LOCAL OR FOREIGN LAW THAT IS SUBSTANTIALLY 
SIMILAR TO THE PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE 
CODE ("SIMILAR LAW")). THAT THE PURCHASE AND HOLDING OR TRANSFER AND 
HOLDING OF INCOME NOTES DO NOT AND WILL NOT CONSTITUTE OR RESULT IN A 
PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF 
THE CODE (OR IN THE CASE OF ANOTHER EMPLOYEE BENEFIT PLAN SUBJECT TO 
SIMILAR LAW. ANY SIMILAR LAW) FOR WHICH AN EXEMPTION IS NOT AVAILABLE; 
AND (iii) WHETHER OR NOT IT IS A PERSON (OTHER THAN A BENEFIT PLAN 
INVESTOR) WHO HAS DISCRETIONARY AUTHORITY OR CONTROL WITH RESPECT 
TO THE ASSETS OF THE ISSUER OR A PERSON WHO PROVIDES INVESTMENT 
ADVICE FOR A FEE (DIRECT OR INDIRECT) WITH RESPECT TO THE ASSETS OF THE 
ISSUER. OR ANY “AFFILIATE” (WITHIN THE MEANING OF 29 C.F.R. SECTION 2SI0.3> 
101(0(3)) OF ANY SUCH PERSON. IF A PURCHASER IS AN INSURANCE COMPANY 
ACTING ON BEHALF OF ITS GENERAL ACCOUNT OR OTHER ENTITY DEEMED TO BE 
HOLDING PLAN ASSETS. IT WILL BE PERMITTED TO SO INDICATE, AND REQUIRED 
TO IDENTIFY A MAXIMUM PERCENTAGE OF THE ASSETS IN SUCH GENERAL 
ACCOUNT OR ENTITY THAT MAY BE OR BECOME PLAN ASSETS. IN WHICH CASE 
THE PURCHASER OR TRANa^EREE WILL BE REQUIRED TO MAKE CERTAIN 
FURTHER AGREEMENTS THAT WOULD APPLY IN THE EVENT THAT SUCH 
MAXIMUM PERCENTAGE WOULD THEREAFTER BE EXCEEDED. THE PURCHASER 
AGREES THAT, BEFORE ANY INTEREST IN AN INCOME NOTE MAY BE OFFERED. 
SOLD. PLEDGED OR OTHERWISE TRANSFERRED, THE TRANSFEREE WILL BE 
REQUIRED TO PROVIDE THE INCOME NOTES TRANSFER AGENT WITH AN INCOME 
NOTE PURCHASE AND TRANSFER LETTER (SUBSTANTIALLY IN THE FORM 
ATTACHED TO THE FISCAL AGENCY AGREEMENT) STATING, AMONG OTHER 
THINGS, WHETHER THE TRANSFEREE IS A BENEFIT PLAN INVESTOR. THE TRUSTEE 
OR INCOME NOTES TRANSFER AGENT WILL NOT PERMIT OR REGISTER ANY 
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PURCHASE OR TRANSFER OF INCOME NOTES TO THE EXTENT THAT THE 
PURCHASE OR TRANSFER WOULD RESULT IN BENEFIT PLAN INVESTORS OWNING 
25% OR MORE OF THE TOTAL VALUE OF THE OUTSTANDINO INCOME NOTES 
(OTHER THAN THE INCOME NOTES OWNED BY THE LIQUIDATION AGENT, THE 
TRUSTEE AND THEIR AFFILIATES) IMMEDIATELY AFTER SUCH PURCHASE OR 
TRANSFER (DETERMINED IN ACCORDANCE WITH THE PLAN ASSET REGULATION 
(AS DEFINED HEREIN) AND IN THE FISCAL AGENCY AGREEMENT). 

PAYMENTS TO THE HOLDERS OF THE INCOME NOTES ARE SUBORDINATE TO THE 
PAYMENT ON EACH PAYMENT DATE OF PRINCIPAL OF AND INTEREST ON THE 
SECURED NOTES OF THE ISSUER OR CO-ISSUER, AS APPLICABLE, AND THE 
PAYMENT OF CERTAIN OTHER AMOUNTS, TO THE EXTENT AND AS DESCRIBED IN 
THE INDENTURE. 

(g) The cCTtincates in respect of Ae Regulation S Income Notes will bear b legend to the following efffect 
unless the Issuer determines otherwise in compliance with the Fiscal Agency Ap'eement and applicable 
law: 


THE INCOME NOTES ARE THE SUBJECT OF, AND ARE ISSUED SUBJECT TO THE 
CONDITIONS OF. THE FISCAL AGENCY AGREEMENT. DATED ON OR ABOUT 
DECEMBER 5. 2006 (THE •‘FISCAL AGENCY AGREEMENT) BY AND BETWEEN THE 
ISSUER OF THE INCOME NOTES AND THE BANK OF NEW YORK TRUST COMPANY, 
NATIONAL ASSOCIATION, AS FISCAL AOENTv COPIES OF THE FISCAL AGENCY 
AGREEMENT MAY BE OBTAINK) FROM THE FISCAL AGENT. 

THE INCOME NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE 
UNITED STATES SECURITIES ACT OF 1933. AS AMENDED (THE “SECURITIES ACT"), 
AND THE ISSUER HAS NOT BEEN REGISTERED UNDER THE UNITED STATES 
INVESTMENT COMPANY ACT OF 1990, AS AMENDED (THE "INVESTMENT COMPANY 
ACT’). THE HOLDER HEREOF, BY PURCHASING THE INCOME NOTES REPRESENTED 
HEREBY. AGREES FOR THE BENEFIT OF THE ISSUER THAT SUCH INCOME NOTES 
MAY BE OFFERED. SOLD, PLEDGED OR OTHERWISE TRANSFERRED, ONLY (AXl) TO 
A PERSON WHOM THE SELLER REASONABLY BELIEVES IS A QUALIFIED 
INSTITUTIONAL BUYER AS DEFINED IN RULE M4A UNDER THE SECURITIES ACT, 
AND IS PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER, IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE 144A UNDER THE SECURITIES ACT. (2) TO AN 
ACCREDITED INVESTOR (AS DEFINED IN RULE 501(a) UNDER THE SECURITIES ACI^ 
WHO HAS A NET WORTH OF NOT USS THAN U.S.SIO MILLION) IN A TRANSACTION 
EXEMPT FROM REGISTRATION UNDER THE SECURITIES ACT, OR (3) TO A NON-U.S. 
PERSON IN AN OFFSHORE TRANSACTION COMPLYING WITH RULE 903 OR RULE 904 
OF REGULATION S UNDER THE SECURITIES ACT, AND, IN THE CASE OF CLAUSE (1) 
AND <2) IN A PRINCIPAL AMOUNT OF NOT LESS THAN 5250,000 OR IN THE CASE OF 
CLAUSE (3) IN A PRINCIPAL AMOUNT OF NOT LESS THAN SIOO.OOO. FURTHERMORE 
THE PURCHASER AND EACH ACCOUNT FOR WHICH IT IS ACTING AS A PURCHASER, 
OTHER THAN IN THE CASE OF CLAUSE (A)(3) ABOVE, REPRESENTS FOR THE 
BENEFIT OF THE ISSUER THAT IT (V) IS A QUALIFIED PURCHASER FOR THE 
PURPOSES OF SECTION 3(cK7) OF THE INVESTMEFJT COMPANY ACT. (W) WAS NOT 
FORMED FOR THE PURPOSE OF INVESTING IN THE ISSUER (EXCEPT WHEN EACH 
BENEFICIAL OWNER OF THE PURCHASER IS A QUALIFIED PURCHASER), (X) HAS 
RECEIVED THE NECESSARY CONSENT FROM ITS BENEFICIAL OWNERS WHEN THE 
PURCHASER IS A PRIVATE INVESTMENT COMPANY FORMED BEFORE APRIL 30, 
1996, (Y) IS NOT A BROKER-DEALER THAT OWNS AND INVESTS ON A 
DISCRETIONARY BASIS LESS THAN U.S.S25,000,W)0 IN SECURITIES OF 
UNAFFILIATED ISSUERS AND (Z) IS NOT A PENSION, PROFIT SHARING OR OTHER 
RETIREMENT TRUST FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR 
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PARTIOPANTS, AS APPLICABLE. MAY DESiONATE THE PARTICULAR INVESTMENTS 
TO BE MADE, AND IN A TRANSACTION THAT MAY BE EFFECTED WITHOUT LOSS OF 
ANY APPLICABLE INVESTMe^T COMPANY ACT EXEMPTION AND (B) IN 
ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF THE STATES OF THE 
UNITED STATES. ANY PURPORTED TRANSFER IN VIOLATION OF THE FOREGOING 
WILL NOT BE PERMITTHJ OR REGISTERED BY THE INCOME NOTES TRANSFER 
AGENT. EACH TRANSFEROR OF THE INCOME NOTES WILL PROVIDE NOTICE OF THE 
TRANSFER RESTRICTIONS SET FORTH HEREIN AND IN THE FISCAL AGENCY 
AGREEMENT TO ITS TRANSFEREE. IN ADDITION TO THE FOREGOING, THE ISSUER 
HAS THE RIGHT TO COMPEL ANY BENEFICIAL OWNER OF AN INCOME NOTE THAT 
IS A U.S. PERSON AND IS NOT (A) A QUALIFIED PURCHASER AND (B) EITHER A 
QUALIFIED INSTITUTIONAL BUYER OR AN ACCREDITED INVESTOR WHO HAS A 
NET WORTH OF NOT LESS THAN U.SilO MILLION TO SELL SUCH INCOME NOTES, 
OR MAY SELL SUCH INCOME NOTES ON BEHALF OF SUCH OWNER. 

IF THE TRANSFER OF INCOME NOTES IS TO BE MADE PURSUANT TO CLAUSE (AKI) 
OR (AK2) OF THE PRECEDING PARAGRAPH, THE TRANSFEREE OF THE INCOME 
NOTES WILL (1) BE REQUIRED TO EXECUTE AND DELIVER TO THE ISSUER AND THE 
FISCAL AGENT AN INCOME NOTES PURCHASE AND TRANSFER LETTKl, 
SUBSTANTIALLY IN THE FORM ATTACHED TO THE FISCAL AGENCY AGREEMENT, 
STATING THAT AMONG OTHER THINGS. THE TRANSFEREE IS (X) A QUALIFIED 
INSTITUTIONAL BUYER AS DEFINED IN RULE H4A UNDER TTIE SECURITIES ACT 
PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A QUALIFIED 
INSTITUTIONAL BUYER, OR (Y) AN ACCREDITED INVESTOR (AS DEFINED IN RULE 
501(a) UNDER THE SECURITIES ACT) WHO HAS A NET WORTH OF NOT LESS THAN 
U.S.$tO MILLION AND (Z) A QUAUFIED PURCHASER FOR THE PURPOSES OF THE 
INVESTMENT COMPANY ACT AND (2) RECEIVE ONE OR MORE DEFINITIVE INCOME 
NOTES, 

IF THE TRANSFER OF INCOME NOTES IS TO BE MADE PURSUANT TO CLAUSE (AX3) 
OF THE SECOND PRECEDING PARAGRAPH, THE TRANSFEREE OF THE INCOME 
NOTES WILL BE REQUIRED TO DELIVER TO THE ISSUER AND THE FISCAL AGENT 
AN INCOME NOTES PURCHASE AND TRANSFER LETTER. SUBSTANTIALLY IN THE 
FORM ATTACHED TO THE FISCAL AGENCY AGREEMENT, STATING THAT AMONG 
OTHER THINGS, THE TRANSFEREE IS NOT A U.S. PERSON (AS DEFINED IN 
REGULATION S). 

WITH RESPECT TO THE INCOME NOTES PURCHASED OR TRANSFERRED AFTER THE 
CLOSING DATE. THE PURCHASER OR TRANSFEREE IS DEEMED TO REPRESENT AND 
WARRANT). THAT (0 IT IS NOT (A) AN ‘'EMPLOYEE BENEFIT PLAN" AS DEFINED IN 
AND SUBJECT TO TITLE I OF TOE UNITED STATES EMPLOYEE RETIREMENT 
INCOME SECURITY ACT OF 1974. AS AMENDED ("ERISA"), (B) A “PLAN" AS 
DESCRIBED IN AND SUBJECT TO SECTION 4975 OF THE UNITED STATES INTERNAL 
REVENUE CODE OF 1986, AS AMENDED (THE "CODE"), OR (C) AN ENTITY WHOSE 
ASSETS INCLUDE “PLAN ASSETS" WITHIN THE MEANING OF ERISA BY REASON OF 
AN EMPLOYEE BENEFIT PLAN'S OR OTHER PLAN’S INVESTMENT IN THE ENTITY 
(ALL SUCH PERSONS AND ENTITIES DESCRIBED IN CLAUSES (A) THROUGH (C) 
BEING REFERRED TO HEREIN AS “BENEFIT PLAN INVESTORS"); AND (ii) IT IS NOT A 
PERSON WHO HAS DISCRETIONARY AUTHORITY OR CONTROL WITH RESPECT TO 
THE ASSETS OF THE ISSUER OR A PERSON WHO PROVIDES INVESTMENT ADVICE 
FOR A FEE (DIRECT OR INDIRECT) WITH RESPECT TO THE ASSETS OF THE ISSUER, 
OR ANY “AFFILIATE" (WITHIN THE MEANING OF 29 C.F.R. SECTION 2510.3-101(0(3)) 
OF ANY SUCH PERSON. IF THE PURCHASER OR TRANSFEREE IS AN EMPLOYEE 
BENEFIT PLAN SUBJECT TO ANY FEDERAL. STATE, LOCAL OR FOREIGN LAW THAT 
IS SUBSTANTIALLY SIMILAR TO TOE PROVISIONS OF SECTION 406 OF ERISA OR 
SECTION 4975 OF THE CODE ("SIMILAR LAW"), SUCH PURCHASER OR TRANSFEREE 
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ALSO IS DEEMED TO REPRESENT AND WARRANT THAT ITS PURCHASE AND 
HOLDINO OF THE INCOME NOTES DO NOT AND WILL NOT CONSTITUTE OR RESULT 
IN A VIOLATION OF ANY SIMILAR LAW FOR WHICH AN EXEMPTION IS NOT 
AVAILABLE. ANY PURPORTED TRANSFER OF AN INCOME NOTE THAT DOES NOT 
COMPLY WITH THE REQUIREMENTS SET FORTH ABOVE SHALL BE NULL AND VOID 
AB IWTJO. 

PAYMENTS TO TTIE HOLDERS OF THE INCOME NOTES ARE SUBORDINATE TO THE 
PAYMENT ON EACH PAYMENT DATE OF PRINCIPAL OF AND INTEREST ON TNE 
SECURED NOTCS OF THE ISSUER OR CO-ISSUER, AS APPLICABLE, AND THE 
PAYMENT OF CERTAIN OTHER AMOUNTS, TO THE EXTENT AND AS DESCRIBED IN 
THE INDENTURE. 

(h) With fespe^ to Income Notes transferred or purchased on or after the Closing Date, the Purchreer 
understands and agrees that the representations and agreements made in this paragraph (g) will be deemed 
made on each day from the date hereof through and including the date on which the Purchaser disposes of 
Ute Income Notes. 

(x) Hte Purchaser is _ is not _ [check one) (i) an “employee benefit plan” as defined in and subject to 
Title 1 of ftte U.S. Employee Retirement Income Security Act of 1974, as amended (“ERISA”), (ii) a"plan'’ 
as described in and subject to Section 4975 of the U.S. Internal Revenue Code of 1986, as amended (the 
“Code”), or (iii) an entity whose underlying assets include assets of any such employee benefit plan w 
other plan (fw purposes of ERISA or Section 4975 of the Code) by reason of a plan’s investment in the 
entity (such persons and entities described in clauses (i) through (iii) being referred to herein as “Benefit 
Plan InvesttKs”); and (y) if the Purchaser is a Benefit Plan Investor (or another employee benefit plan 
subject to any federal, state, local or foreipi law substantially ^similar to Section 406 of ERISA or section 
4975 of the Code (“Similar Law")), the Purchaser's purchase and holding of an Income Note do not and 
will not emstitute or result in a prohibited transaction under Section 406 of ERISA or Section 4975 of the 
Code (or, in the case of an employee benefit plan subject to Similar Law, any Similar Law) for which an 
exemption is not available. 

The Purchaser is is not [dicck one] the Issuer or any other person (other than a Benefit Plan 

Investor) that has discretionary authority or control with respect to the assets of the Issuer, a person who 
provides investment advice for a fee (dire^ or indirect) with respect to the assets of Che Issuer, or any 
"affiliate" (within the meaning of 29 C.FJ<. Section 2510.3-101(0(3)) of any such person (any such person 
described in this paragraph being referred to as a "Controlling Person"). 

If the Purchaser is an insurance company acting on behalf of its general account or any other entity holding 
plan assets of Benefit Plan Investors ___ [check If true], then (i) not more than % [complete by 
entering a percentage], (the “Maximuth Pweentage") of the assets of such general account or entity 
constitutes assets of Benefit Plan Invesiorsfor purposes of the "plan assets" regulations under ERISA, and 
(ii) without limiting the remedies that may otherwise be avail^lc, the Pur^aser agrees that it shall (x) 
immediately notify the Issuer if the Maximum Percent^e is exceeded, and (y) dispose of all or a portion 
its income Notes os may be instructed by the Issuer (including, in the discretion Of the Issuer, a disposition 
back to the Issuer or an affiliate thereof (or other person designated by the Issuer) for the then value of the 
Income Notes as reasonably detennined the Issuer, in any case in which the Purchaser cannot otherwise 
make a disposition it has been instructed by the Issuer to make). 

(i) The Purchaser understands and acknowledges that the Income Notes Transfer Agent will not register any 
purchase w transfer of Income Notes cither to a proposed initial purchaser or to a proposed subsequent 
transferee of income Notes that has, in either case, represented that it is a Benefit Plan Investor or a 
ConOolHng Person if, after giving effect to such proposed transfer, persons that have represented that they 
are Benefit Pl«i Investors would own 25% or more of the total value of the outstanding income Notes. Fts- 
purposes of this determination, Income Notes held by the Liquidation Agent, the Trustee, any of Uieir 
respective affiliates and persons that have represented that they are Controlling Persons will be disrcgaided 
and will not be treated as outstanding. The Purchaser understands and agrees that any purported purchase 
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or transfer of the Purchaser’s Income N<Aes to a Purchaser that does not comply with the requirements of 
tills clause (i) will not be permitted or registered by the Income Notes Transfer Agent. 

(j) The purchaser is not purchasing the Purchaser's Income Notes with a view toward the resale, distribution or 
other disposition thereof in violation of the Securities Act. The Purchaser undostands that an investment in 
the Purchaser’s Income Notes involves certain risks, including the ri^ of loss of its entire inveshsent in tite 
Purchaser’s Income Notes tmder certain circumstances. The Purdiaser has had access to such financial uid 
odiCT information ccmconing tiie Issuers and the Purchaser’s Income Notes as it deem«I necessary or 
appropriate in order to make an informed investment decision witii respect to its purchase of the 
. Purchaser’s Income Notes, including an opportunity to ask questions of, and reque^ infoimation from, the 

Issuer. 

(k) The Purtdiaser is not purchasing the Purchaser’s Income Notes.tn order to reduce any United States fedend 
income tax liability or pursuant to a tax avoidance plan. 

(!) The Pur^aser agrees to treat the Purchaser’s income Notes as equity for United States federal, state and 
local income tax purposes. 

(m) The Purchaser acknowledges that due to money laundering requirements operating in the Caym^ Islands, 
the issuer and the Income Notes Transfer Agent may require farther identification of the Purchaser before 
the purchase application can proceed. Thelssuerand the Income Notes Transfer Agent, as applicable, shall 
be held harmless and indemnified by the Purchaser against any loss arising from the failure to process the 
application if such information as has been required horn the Purchaser has not been provided by the 
Purchaser. 

(n) The Purchase' agrees to complete any other instrument of transfer as required under C^man Islands law. 

(o) The Purchaser is not a member of the public in the Cayman Islands. 

We acknowledge that you and other persons will rely upon our confirmation, acknowledgments, 
representations, warranties, covenants and agreements set forth herein, and we hereby irrevocably authorize you and 
such other persems to produce this letter or a cqry hereof to any interested party in any administrative or legal 
proceeding or o^lciai inquiry with respect to the mattm covered hereby. 


A- 1 


-8 
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THIS LETTER SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE 
LAWS OF THE STATE OF NEW YORK. 


Very truly yours, 

{ 1 

By: 

Name: 

Trtk: 


Receipt acknowledged as of date set forth above, 


(Signamre and Addresses) 
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ANNEX A-2 


FORM OF CLASS E NOTES PURCHASE AND TRANSFER LETTER 

The Bank of New York Trust Company, 

National Association 
601 Travis Street, 16* Floor 
Houston, Texas 77002 

Attention: Global Corporate Trust-Hudson Mezzanine Funding 2006-1, Ltd. 


Re; HudsonMezzanineFun<iing2006'l,Ltd. 
Class E Nows 


I^ssu- Sirs: 

Reference is hereby made to the Class E Notes due 2042‘,(ihe “Class E Notes") issued by Hudson 
Mezzanine Funding 200&-1, Ltd. {the “Issuer”), described in the Issucrls Offering Circular dated Deewnber 3, 2006 
(“Offering Circular”) to be purchased and held by us in definitive certificated form. We (the “Purchaser”) are 
purtdiasing U.S. $[ ] principal amount of Class E Notes (the “Purchaser’s Class E Notes”). Terms defined or 

referenced in the Offering Circuit and not otherwise defined or referenced herein shall have the meaning set forth 
in the Offering Circular. 

The Purchaser hereby represents, warrants and covenants for the benefit of the Issuer that: 

(a) (1) The Purchaser Is a qualified institutional buyer (as defined in Rule I44A under the Securities Act of 
1933, as amended (the “Securities Act")) (a “Qualified Institutional Buyer”) that is purchasing the Class E 
Notes for its own account; (it) The Purchaser is a “qualified purchaser” for the purposes of Section 3(cX7) 
of the Investment Company Act of 1940, as amended (the “Investment Company Act”) (a “Qualified 
Purchaser”); (iii) The Purchaser is aware that the sale of the Purchaser’s Class E Notes to the Purchaser is 
being made in reliance on an exemption fhmi registration under the Securities Act; (iv) The Purchaser is 
acquiring not less than $250,000 of Oass E Notes, (v) With respect to any transferee, the Purchaser also 
understands that, in conjunction with any transfer of the Purchaser’s ownership of any Purchaser’s Class E 
Notes purchased hereunder, it will not transfer w cause the transfer of such Purchaser’s Class B Notes 
without obtaining from the transferee a certificate substantially in the form of this Class E Note Purchase 
v)d Transfer Letter; (vi) The Purchaser will provide notice of the transfer restrictions described to any 
subsequent transferees. 

(b) The Purchaser is purchasing the Purchaser’s Class E Notes in an amount equal to or exceeding the 
minimum permiued number thereof for its own account (or, for the account of another Qualified 
Institutional Buyer with respect to which the Purchaser exercises sole investment discretion) for invesBnent 
purposes only and not for sale in connection with any distribution thereof, but nevertheless subject to the 
understanding that the disposition of its pre^rty shall M all times be and remain within its consol (subject 
to the resuictions set forth in the Offering Circular, the certificate in respect of the Purchaser's Class E 
Notes and the Indenture). 

(c) 1116 Purchaser understands that the Purchaser’s Class E Notes have not been and will not be registered w 
qualified under the Securities Act or any applicable state securities laws or the securities laws of any o*er 
Jurisdiction and are being offered only in a transaction not involving any public offering within *e 
meaning of the Securities Act. are being offered only in a transaction not involving any public offering, and 
may be reoffered, resold or pledged or otherwise transferred only in accordance with the restrictions on 
transfer set forth herein and in the Indenture. The Purchaser understands and agrees that any purported 
transfer of Class E Notes to a purchaser that does not comply with the requirements herein will not be 
permitted or registered by the Note Transfer Agent. The Purchaser further urtderstands that the Issuer has 
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the right to compel any beneficial own» of Class E Notes that is a U.S. Person and is not (a) a Qualified 
Institutional and (b) a Qualified Purchaser, lo sell its interest in such Class E Notes, or the Issuo' 
may sell such Class E Notes on behalf of such owner. 

(d) If the Purchaser or any account for vritich the Purchaser ts purchasing the Purchase’s Class E Notes is a 

U.S. Person (as defined in Regulation S under the Securities Act) the following representations shall be true 
and correct; The Purchaser (or if the fhirchaser is acquiring the Purchaser's ClaK E Notes for any account, 
each such account) is acquiring the Purchaser's Class E Notes as principal fiw its own account for 
investment and not for sale in connection with any distribution thereof. The Purchaser and ea^ sudi 
account: (a) was not formed for the specific puipose of investing in the Class E Notes (except when eadi 
beneficial owner of tiie Purchaser and each such account is a Qualified Purchaser), (b) to the extent the 
Purchase is a private invcsoncnl company formed before April 30, 1996, the Purchaser has rweived the 
necessary consent from its beneficial owners, (c) is not a pension, profit sharing or other retirement trust 
fiind or plan in which the partners, beneficiaries or participants, as applicable, may designate the p^ailar 
investments U> be made; and (d) is not a broker-dealer that owns and invests on a disemtionary basis less 
titan U.S.$25, 000,000 in securities of unafflliaied issuers. Further, the Purchaser agrees: (i) that neither it 
nor wch twcotmt shall bold the Purchaser’s Class E Notes fw the benefit of any other pereon and such 
purdiaser of such account shall be the sole beneficial owner thereof for alt purposes; and (ii) tiiat neither it 
nor such account ^all sell participation interests m the Purchaser's Class E Notes or enter into any other 
arrangement pursuant to which any other person shall be entitled to a beneficial interest in the distributions 
on the Purehascr’s Class E Notes. The Purchase understands and agrees that any purported transfer of the 
Purchaser’s Class £ Notes to a Purchaser that does not comply with the requirements of this clause (d) will 
not be permitted or registered by the Note Transfer Agent. 

(c) In connectimt with the purchase of the Purchaser’s Class E Notes; (i) none of the Issuers, the Initial 
Purdiaser, tiie Liquidation Agent or (he Administrator, is acting as a fiduciary or financial or investment 
adviser for the Purchaser, (ii) the Purchaser is not relying (for purposes of making any investment decision 
or otherwise) upon any advice, counsel or representatkms (whether written or oral) of the Issuers, the InKial 
Purchaser, the Liquidation Agent or the Administrator other than in the Offering Circular and any 
representations expressly set forth in a written agreement with such party; (tii) none of the Issuers, the 
Initial Purchaser, the Senior Swap Counterparty, the Liquidation Agent, the Collateral Put Provider or the 
Administrator has given to the Purchaser (directly or indirectly throu^ any other person) any assurance, 
guarantee, or r^resentaiion whatsoever as to Ac expected or projected success, profitability, return, 
performance, result, effect, consequence or benefit (including legal, regulatory, tax, financial, accounting or 
otherwise) as to an investment in the Purchaser’s Class £ Notes; (iv) the Purchaser has consulted with its 
own legal, regulatory, tax, business, investment, financial and accounting advisers to (he extent it has 
deemed necessary, and it has made its own investment decisions (including decisions regarding the 
suitability of any transaction pursuant to the Indenture) based upon its own judgment and upon any advice 
from such advisers as it has deemed necessary and not upon any view expressed by the issuers, the Initial 
Purchaser, the Senior Swap Counterpart, the Liquidation Agent, the Collateral Put Provider or the 
Administrator; (v) the Purchaser has evaluated the rates, prices or amounts and other terms and conditions 
of the purchase and sale of the Purchaser’s Class E Notes with a frill understanding of all of the risks 
thereof (economic and otherwise), and it is capable of assuming and willing to assume (financi^ly and 
otherwise) those risks; and (vi) the Purchaser is a sophisticated investor. 

(f) The certificatta in respect of the Class E Notes (other than the Regulation S Class E Notes) will bear a 
legend to the following effect unless the Issuer determines otherwise in compliance with the Indenture and 
applicable law; 

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES 
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT’), AND THE ISSUERS HAVE 
NOT BEEN REGISTERED UNDER THE UNITED STATES INVESTMENT COMPANY ACT OF 
1940, AS AMENDED (THE "INVESTMENT COMPANY ACT"). THE HOLDER HEREOF. BY 
PURCHASING THE NOTES IN RESPECT OF WHICH THIS NOTE HAS BEEN ISSUED. AGREES 
FOR THE BENEFIT OF THE ISSUERS THAT THE NOTES MAY BE OFFERED, SOLD, PLEDGED 
OR OTHERWISE TRANSFERRED. ONLY (A)(1) TO A PERSON WHOM THE SELLER 

A.2.2 
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REASONABLY BELIEVES IS A QUALinED INSTITUTIONAL BUYER AS DEFINED IN RULE 
I44A UNDER THE SECURITIES ACT THAT IS NOT A BROKER DEALER WHICH OWNS AND 
INVESTS ON A DISCRETIONARY BASIS LESS THAN $25 MILLION IN SECURITIES OF ISSUERS 
THAT ARE NOT AFFILIATED PERSONS Op THE INITIAL PURCHASER AND IS NOT A PLAN 
REFERRED TO IN PARAGRAPH (nXlXiXD) OR (aXIXiXE) OF RULE I44A OR A TRUST FUND 
REFERRED TO IN PARAGRAPH (bXIXW) OF RULE 144A THAT HOLDS THE ASSETS OF SUCH 
A PLAN. IF INVESTMENT DECISIONS WITH RESPECT TO THE PLAN ARE MADE BY THE 
BENEFICIARIES OF THE PLAN, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE 
ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE 144A UNDER THE SECURITIES ACT OR (2) TO A NON U.S. PERSON 
IN AN OFFSHORE TRANSACTION COMPLYING WITH RULE 903 OR RULE 904 OF 
REGULATION S UNDER THE SECURITIES ACT AND, IN THE CASE OF CLAUSE (I), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $250,000 OR IN THE CASE OF CLAUSE (2), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $100,000, FOR THE PURCHASER AND FOR EACH 
ACCOUNT FOR WHICH IT IS ACTING, TO A PURCHASER THAT, OTHER THAN IN THE CASE 
OF CLAUSE (2), (V) IS A QUALIFIED PURCHASER FOR PURPOSES OF SECTION 3(cX7) OF THE 
INVESTMENT COMPANY ACT, (W) WAS NOT FORMED FOR THE PURPOSE OF INVESTING IN 
THE ISSUER (EXCEPT WHEN EACH BENEFIOAL OWNER OF THE PURCHASER IS A 
QUALIFIED PURCHASER), (X) HAS RECEIVED THE NECESSARY CONSENT FROM ITS 
BENEFICIAL OWNERS WHEN THE PURCHASER IS A PRIVATE INVESTMENT COMPANY 
FORMED BEFORE APRIL 30, 1996, (Y) IS NOT A BROKER DEALER THAT OWNS AND INVESTS 
ON A DISCRETIONARY BASIS LESS THAN $25,000,000 IN SECURITIES OF UNAFFILIATED 
ISSUERS AND (Z) IS NOT A PENSION, PROFIT SHARJNG OR OTHER RETIREMENT TRUST 
FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR PARTICIPANTS, AS 
APPLICABLE. MAY DESIGNATE THE PARTICULAR INVESTMENTS TO BE MADE, AND IN A 
TRANSACTION THAT MAY BE EFFECTED WITHOUT LOSS OF ANY APPLICABLE 
INVESTMENT COMPANY ACT EXEMPTION AND (B) IN ACCORDANCE WITH ALL 
APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED STATES. ANY 
PURPORTED TRANSFER IN VIOLATION OF THE FOREGOING WILL BE OF NO FORCE AND 
EFFECT, WILL NOT BE PERMITTED OR REGISTERED BY THE NOTE TRANSFER AGENT. 
EACH TRANSFERGR OF THIS NOTE WILL PROVIDE NOTICE OP THE TRANSFER 
RESTRICTIONS SET FORTH HEREIN AND IN THE INDENTURE TO ITS TRANSFEREE. EACH 
TRANSFEROR OF THE CLASS E NOTES WILL PROVIDE NOTICE OP THE TRANSFER 
RESTRICTIONS SET FORTH HEREIN AND IN THE INDENTURE TO ITS TRANSFEREE. IN 
ADDITION TO THE FOREGOING, THE ISSUER HAS THE RIGHT, TO COMPEL ANY 
BENEFICIAL OWNER OF AN INTEREST IN A CLASS E NOTE THAT IS A U.S. PERSON AND IS 
NOT BOTH A QUALIFIED PURCHASER AND A QUALIFIED INSTITUTIONAL BUYER TO SELL 
SUCH CLASS E NOTES, OR MAY SELL SUCH CLASS E NOTES ON BEHALF OF SUCH OWNER. 

IF THE TRANSFER OF THE CLASS E NOTES IS TO BE MADE PURSUANT TO CLAUSE (AX I ) OF 
THE PRECEDING PARAGRAPH, THE TRANSFEREE Op THE CLASS E NOTES WILL BE 
REQUIRED TO EXECUTE AND DELIVER TO THE ISSUER AND THE NOTE TRANSFER AGENT 
A CLASS E NOTES PURCHASE AND TRANSFER LETTER SUBSTANTIALLY IN THE FORM 
ATTACHED TO THE INDENTURE, STATING THAT AMONG OTHER THINGS, THE 
TRANSFEREE IS (I) A QUALIFIED INSTITUTIONAL BUYER AND (2) A QUALIFIED 
PURCHASER FOR THE PURPOSES OF THE INVESTMENT COMPANY ACT. 

WITH RESPECT TO THE CLASS £ NOTES PURCHASED OR TRANSFERRED ON OR AFTER THE 
CLOSING DATE, THE PURCHASER OR TRANSFEREE MUST DISCLOSE IN WRITING IN 
ADVANCE TO THE NOTE TRANSFER AGENT (i) WHETHER OR NOT IT IS (A) AN "EMPLOYEE 
BENEFIT PLAN” AS DEFINED IN AND SUBJECT TO TITLE I OF THE UNITED STATES 
EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED ("ERISA”), (B) A 
"PLAN” DESCRIBED IN AND SUBJECT TO SECTION 4975 OF THE UNITED STATES INTERNAL 
REVENUE CODE OF 1986, AS AMENDED (THE "CODE”), OR (C) AN ENTITY WHOSE ASSETS 
INCLUDE "PLAN ASSETS” WITHIN THE MEANING OF ERISA BY REASON OF AN EMPLOYEE 
BENEFIT PLAN OR OTHER PLAN’S INVESTMENT IN THE ENTITY (ALL SUCH PERSONS AND 
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ENTITIES DESCRIBED IN CLAUSES (A) THROUGH (Q BEING REFERRED TO HEREIN AS 
"BENEFIT PLAN INVESTORS"); (ii) IF THE PURCHASER OR TRANSFEREE IS A BENEFIT PLAN 
INVESTOR (OR ANOTHER EMPLOYEE BENEFIT PLAN SUBJECT TO ANY FEDERAL, STATE, 
LOCAL OR FOREIGN LAW THAT IS SUBSTANTJALLY SIMILAR TO THE PROVISIONS OF 
SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE ("SIMILAR LAW”)), THAT THE 
PURCHASE AND HOLDING OR TRANSFER AND HOLDING OF CLASS E NOTES WILL NOT 
CONSTITUTE OR RESULT IN A PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA 
OR SECTION 4975 OF THE CODE (OR IN THE CASE OF ANOTHER EMPLOYEE BENEFIT PLAN 
SUBJECT TO SIMILAR LAW, ANY SIMILAR LAW) FOR WHICH AN EXEMPTION IS NOT 
AVAILABLE; AND (ill) WHETHER OR NOT IT IS A PERjSON (OTHER THAN A BENEFIT PLAN 
INVESTOR) WHO HAS DISCRETIONARY AUTHORITY pR CONTROL WITH RESPECT TO THE 
ASSETS OF THE ISSUER OR A PERSON WHO PROVIDES INVESTMENT ADVICE FOR A FEE 
(DIRECT OR INDIRECT) WITH RESPECT TO THE ASSETS OF THE ISSUER, QR ANY 
“AFFILIATE” (WITHIN THE MEANING OF 29 C.F.R. SECTION 2510.3-101(f)(3)) OF ANY SUCH 
PERSON. IF A PURCHASER IS AN INSURANCE COMPANY ACTING ON BEHALF OF ITS 
GENERAL ACCOUNT OR OTHER ENTITY DEEMED TO BE HOLDING PLAN ASSETS. IT WILL 
BE PERMITTED TO SO INDICATE, AND REQUIRH) TO IDENTIFY A MAXIMUM PERCENTAGE 
OF THE ASSETS IN SUCH GENERAL ACCOUNT OR ENTITY THAT MAY BE OR BECOME PLAN 
ASSETS, IN WHICH CASE THE PURCHASER OR TRANSFEREE WILL BE REQUIRED TO MAKE 
CERTAIN FURTHER AGREEMENTS THAT WOULD APPLY IN THE EVENT THAT SUCH 
MAXIMUM PERCENTAGE WOULD THEREAFTER BE EXCEEDED. THE PURCHASER AGREES 
THAT. BK'ORE ANY INTEREST IN AN INCOME NOTE MAY BE OFFERED, SOLD. PLEDGED OR 
OTHERWISE TRANSFERRED, THE TRANSFEREE WILL BE REQUIRED TO PROVIDE THE NOTE 
TRANSFER AGENT WITH AN CLASS E NOTES PURCHASE AND TRANSFER LETTER 
(SUBSTANTIALLY IN THE FORM ATTACHED TO THE INDENTURE) STATING, AMONG OTHER 
THINGS, WHETHER THE TRANSFEREE IS A BENEFIT PLAN INVESTOR, THE NOTE TRANSFER 
AGENT WILL NOT PERMIT OR REGISTER ANY PURCHASE OR TRANSFER OF CLASS E NOTES 
TO THE EXTENT THAT THE PURCHASE OR TRANSFER WOULD RESULT IN BENEFIT PLAN 
INVESTORS OWNING 25% OR MORE OF THE TOTAL VALUE OF THE OUTSTANDING CLASS E 
NOTES (OTHER THAN THE CLASS E NOTES OWNED BY THE LIQUIDATION AGENT. THE 
TRUSTEE AND THEIR AFFILIATES) IMMEDIATELY AFTER SUCH PURCHASE OR TRANSFER 
(DETERMINED IN ACCORDANCE WITH THE PLAN ASSET REGULATION (AS DEFINED 
HEREIN) AND IN THE INDENTURE). 

TRANSFERS OF THIS NOTE SHALL BE LIMITED TO TRANSFERS MADE IN ACCORDANCE 
WITH THE RESTRICTIONS SET FORTH IN THE INDENTURE. 

PRINCIPAL OF THIS NOTE IS PAYABLE AS SET FORTH HEREIN. ACCORDINGLY, THE 
OUTSTANDING PRINCIPAL OF THIS NOTE AT ANY TIME MAY BE LESS THAN THE AMOUNT 
SHOWN ON THE FACE HEREOF. ANY PERSON ACQUIRING THIS NOTE MAY ASCERTAIN ITS 
CURRENT PRINCIPAL AMOUNT BY INQUIRY OF THE NOTE PAYING AGENT 


(g) The certific^es in respect of the Regulation S Class E Notes will bear a legend to the following effect 
unless the Issuer detennines otherwise in compliance with the Indenture and applicable law; 

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES 
SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT’), AND THE ISSUERS HAVE 
NOT BEEN REGISTERED UNDER THE UNITED STATES INVESTMENT COMPANY ACT OF 
1940, AS AMENDED (THE "INVESTMENT COMPANY ACT"). THE HOLDER HEREOF, BY 
PURCHASING THE NOTES IN RESPECT OF WHICH THIS NOTE HAS BEEN ISSUED, AGREES 
FOR THE BENEFIT OF THE ISSUERS THAT THE NOTES MAY BE OFFERED, SOLD, PLEDGED 
OR OTHERWISE TRANSFERRED. ONLY (AXO TO A PERSON WHOM THE SELLER 
REASONABLY BELIEVES IS A QUALiHED INSTITUTIONAL BUYER AS DEFINED IN RULE 
144A UNDER THE SECURITIES ACT THAT IS NOT A BROKER DEALER WHICH OWNS AND 
INVESTS ON A DISCRETIONARY BASIS LESS THAN $25 MILLION IN SECURITIES OF ISSUERS 
THAT ARE NOT AFFILIATED PERSONS OF THE INITIAL PURCHASER AND IS NOT A PLAN 
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REFERRED TO IN PARAGRAPH (•XIXiXD) OR (aXlXiXE) OF RULE 144A OR A TRUST FUND 
REFERRED TO IN PARAGRAPH (aXIXiXF) OF RULE I44A THAT HOLDS THE ASSETS OF SUCH 
A PLAN, IF INVESTMENT DECISIONS WITH RESPECT TO THE PLAN ARE MADE BY THE 
BENEFICIARIES OF THE PLAN, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE 
ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER, IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE l«A UNDER THE SECURITIES ACT OR (2) TO A NON U.S. PERSON 
IN AN OFFSHORE TRANSACTION COMPLYING WITH RULE 903 OR RULE 904 OF 
REGULATION S UNDER THE SECURITIES ACT AND, IN THE CASE OF CLAUSE (I), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $250,000 OR IN THE CASE OP CLAUSE (2), IN A 
PRINCIPAL AMOUNT OF NOT LESS THAN $100,000, FOR THE PURCHASER AND FOR EACH 
ACCOUNT FOR WHICH IT IS ACTING, TO A PURCHASER THAT, OTHER THAN IN THE CASE 
OF CLAUSE (2), (V) IS A QUAUFIED PURCHASER FOR PURPOSES OF SECTION 3(c)(T) OF THE 
INVESTMENT COMPANY ACT, (W) WAS NOT FORMED FOR THE PURPOSE OF INVESTING IN 
THE ISSUER (EXCEPT WHEN EACH BENEFICIAL OWNER OF THE PURCHASER IS A 
QUALIFIED PURCHASERX (X) HAS RECBVED THE NECESSARY CONSENT FROM ITS 
BENEFICIAL OWNERS WHEN THE PURCHASER IS A PRIVATE INVESTMENT COMPANY 
FORMED BEFORE APRIL 30, 1996, (Y) IS NOT A BROKER DEALER THAT OWNS AND INVESTS 
ON A DISCRETIONARY BASIS LESS THAN $25,000,000 IN SECURITIES OF UNAFFILIATED 
ISSUERS AND (Z) IS NOT A PENSION, PROFIT SHARING OR OTHER RETIREMENT TRUST 
FUND OR PLAN IN WHICH THE PARTNERS, BENEFICIARIES OR PARTICIPANTS, AS 
APPLICABLE, MAY DESIGNATE THE PARTICULAR INVESTMENTS TO BE MADE, AND IN A 
TRANSACTION THAT MAY BE EFFECTED WITHOUT LOSS OF ANY APPLICABLE 
INVESTMENT COMPANY ACT EXEMPTION AND (B) IN ACCORDANCE WITH ALL 
APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED STATES. EACH HOLDER 
HEREOF SHALL BE DEEMED TO MAKE THE REPRESENTATIONS AND AGREEMENTS SET 
FORTH IN THE INDENTURE (AS DEFINED HEREIN). ANY TRANSFER IN VIOLATION OF THE 
FOREGOING WILL BE OF NO FORCE AND EFFECT. WILL BE NULL AND VOID /IS INITIO AND 
WILL NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, 
NOTWITHSTANDING ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE NOTE 
TRANSFER AGENT OR ANY INTERMEDIARY. EACH TRANSFEROR OF THIS NOTE WILL 
PROVIDE NOTICE OF THE TRANSFER RESTRICTIONS SET FORTH HEREIN AND IN THE 
INDENTURE TO ITS TRANSFEREE. IN ADDITION TO THE FOREGOING, THE ISSUERS HAVE 
THE RIGHT, UNDER THE INDENTURE (AS DEFINED HEREIN), TO COMPEL ANY BENEPIOAL 
OWNER OF AN INTEREST IN A RULE I44A GLOBAL NOTE (AS DEFINED IN THE INDENTURE) 
THAT IS A U.S. PERSON AND IS NOT BOTH A QUALIFIED PURCHASER AND A QUALIFIED 
INSTITUTIONAL BUYER TO SELL ITS INTEREST IN THE NOTES, OR MAY SELL SUCH 
INTERESTS ON BEHALF OF SUCH OWNER. 

WITH RESPECT TO THE CLASS E NOTES PURCHASED OR TRANSFERRED ON OR AFTER THE 
CLOSING DATE, THE PURCHASER OR TRANSFEREE MUST DISCLOSE IN WRITING IN 
ADVANCE TO THE NOTE TRANSFER AGENT (i) WHETHER OR NOT IT IS (A) AN “EMPLOYEE 
BENEFIT PLAN" AS DEFINED IN AND SUBIECT TO TITLE I OF THE UNITED STATES 
EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED ("ERISA"), (B) A 
“PLAN" DESCRIBED IN AND SUBJECT TO SECTION 4975 OP THE UNITED STATES INTERNAL 
REVENUE CODE OF 1986, AS AMENDED (THE “CODE”), OR (C) AN ENTITY WHOSE ASSETS 
INCLUDE “PLAN ASSETS" WITHIN THE MEANING OF ERISA BY REASON OF AN EMPLOYEE 
BENEFIT PLAN OR OTHER PLAN'S INVESTMENT IN THE ENTITY (ALL SUCH PERSONS AND 
ENTITIES DESCRIBED IN CLAUSES (A) THROUGH (C) BEING REFERRED TO HEREIN AS 
"BENEFIT PLAN INVESTORS”); (ii) IF THE PURCHASER OR TRANSFEREE IS A BENEFIT PLAN 
INVESTOR (OR ANOTHER EMPLOYEE BENEFIT PLAN SUBJECT TO ANY FEDERAL, STATE, 
LOCAL OR FOREIGN LAW THAT IS SUBSTANTIALLY SIMILAR TO THE PROVISIONS OF 
SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE ("SIMILAR LAW")), THAT THE 
PURCHASE AND HOLDING OR TRANSFER AND HOLDING OF CLASS E NOTES WILL NOT 
CONSTITUTE OR RESULT IN A PROHIBITED TRANSACTION UNDER SECTION 406 OP ERISA 
OR SECTION 4975 OF THE CODE (OR IN THE CASE OF ANOTHER EMPLOYEE BENEFIT PLAN 
SUBJECT TO SIMILAR LAW, ANY SIMILAR LAW) FOR WHICH AN EXEMPTION IS NOT 
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AVAILABLE; AND (iii) WHETHER OR NOT mS A PERSON (OTHER THAN A BENEFIT PLAN 
INVESTOR) WHO HAS DISCRETIONARY AUTHORITY OR CONTROL WITH RESPECT TO THE 
ASSETS OF THE ISSUER OR A PERSON WHO PROVIDES INVESTMENT ADVICE FOR A FEE 
(DIRECT OR INDIRECT) WITH RESPECT TO THE ASSETS OF THE ISSUER, OR ANY 
“AFFILIATE” (WITHIN THE MEANING OF 29 C.F.R. SECTION 2510.3-101(0(3)) OF ANY SUCH 
PERSON. IF A PURCHASER IS AN INSURANCE COMPANY ACTING ON BEHALF OF ITS 
GENERAL ACCOUNT OR OTHER ENTITY DEEMED TO BE HOLDING PLAN ASSETS, IT WILL 
BE PERMITTED TO SO INDICATE, AND REQUIRED TO IDENTIFY A MAXIMUM PERCENTAGE 
OF THE ASSETS IN SUCH GENERAL ACCOUNT OR ENTITY THAT MAY BE OR BECOME PLAN 
ASSETS, IN WHICH CASE THE PURCHASER OR TRANSFEREE WILL BE REQUIRED TO MAKE 
CERTAIN FURTHER AGREEMENTS THAT WOULD APPLY IN THE EVENT THAT SUCH 
MAXIMUM PERCENTAGE WOULD THEREAFTER BE EXCEEDED. THE PURCHASER AGREES 
THAT. BEFORE ANY INTEREST IN AN INCOME NOTE MAY BE OFFERED, SOLD, PLEDGED OR 
OTHERWISE TRANSFERRED, THE TRANSFEREE WILL BE REQUIRED TO PROVIDE THE NOTE 
TRANSFER AGENT WITH AN CLASS 'E NOTES PURCHASE AND TRANSFER LETTER 
(SUBSTANTIALLY IN THE FORM ATTACHED TO THE INDENTURE) STATING, AMONG OTHER 
THINGS, WHETHER THE TRANSFEREE IS A BENEFIT PLAN INVESTOR. THE NOTE TRANSFER 
AGENT WILL NOT PERMIT OR REGISTER ANY PURCHASE OR TRANSFER OF CLASS E NOTES 
TO THE EXTENT THAT THE PURCHASE OR TRANSFER WOULD RESULT IN BENEFIT PLAN 
INVESTORS OWNING 25% OR MORE OF THE TOTAL VALUE OF THE OUTSTANDING CLASS E 
NOTES (OTHER THAN THE CLASS E NOTES OWNED BY THE LIQUIDATION AGENT, THE 
TRUSTEE AND THEIR AFFILIATES) IMMEDIATELY AFTER SUCH PURCHASE OR TRANSFER 
(DETERMINED IN ACCORDANCE WITH THE PLAN ASSET REGULATION (AS DEFINED 
HEREIN) AND IN THE INDENTURE). 

ANY TRANSFER, PLEDGE OR OTHER USE OF THIS NOTE FOR VALUE OR OTHERWISE BY OR 
TO ANY PERSON IS WRONGFU! . SINC^ THE REGISTERED OWNER HEREOF, CEDE St CO., HAS 
AN INTEREST HEREIN, UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED 
REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY ("DTCT’). NEW YORK. NEW 
YORK. TO THE ISSUERS OR THEIR AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE 
OR PAYMENT AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR OF 
SUCH OTHER ENTITY AS !S REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC 
(AND ANY PAYMENT HEREON IS MADE TO CEDE & CO.). 

TRANSFERS OF THIS NOTE SHALL BE LIMITED TO TRANSFERS IN WHOLE, BUT NOT IN 
PART. TO NOMINEES OF DTC OR TO A SUCCESSOR THEREOF OR SUCH SUCCESSOR’S 
NOMINEE AND TRANSFERS OF PORTIONS OP THIS NOTE SHALL BE LIMITED TO 
TRANSFERS MADE IN ACCORDANCE WITH THE RESTRICTIONS SET FORTH IN THE 
INDENTURE. 

PRINCIPAL OF THIS NOTE IS PAYABLE AS SET FORTH HEREIN. ACCORDINGLY, THE 
OUTSTANDING PRINCIPAL OF THIS NOTE AT ANY TIME MAY BE LESS THAN THE AMOUNT 
SHOWN ON THE FACE HEREOF. ANY PERSON ACQUIRING THIS NOTE MAY ASCERTAIN ITS 
CURRENT PRINCIPAL AMOUNT BY INQUIRY OF THE NOTE PAYING AGENT. 


(h) With respect to Class E Notes transferred or purchased on or after the Closing Date, the Purchaser 
understands and ^rces that the representations and agreements made in this paragraph (g) will be deemed 
m^e on each day from the date hereof throu^ and including the date on which the Purchaser disposes of 
the Class E Notes. 


(x) The Pun^aser is is not ___ [check one) (i) an “employee benefit plan” as defined in and subject to 

Title I of the U.S. Employee Retirement Income Security Act of 1974, as amended (“ERISA”), (ii) a "plan" 
as described in and subject to Section 4975 of the U.S. Internal Revenue Code of 1986, as amended (the' 
“Code”), or (iii) an entity whose underlying assets include assets of any such employee benefit plan or 
other plan (for purposes of ERISA or Section 4975 of the Code) by reason of a plan’s investment in the 
entity (such persons and entities described in clauses (i) through (iii) being referred to herein as “Benefit 
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Plan Investors”); and (y) if the Purchase Is a Benefit Plan Invcstcw (or another employee benefit plan 
subject to any federal, state, local or foreign law substantially similar to Section 406 of ERISA or section 
4975 of the Code (“Similar Law")), the Purchaser’s purchase and holding of an Class E Note do not and 
will not «>n5tiiute or result in a prohibited transaction under S^ion 406 of ERISA or SKtion 4975 of the 
Code (or, in the case of an employee benefit plan subject to Similar Law, any Similar Law) for whidi an 
exemption is not available. 

The IhtrchasCT is is not (chedc one] the issuer or any other person {other fitan a Benefit Plan 

Investor) that has discretionary authority or control with respect to the assets of die Issuer, a person vd» 
l^o^des investment advice for a fee (direct or indirect) with respect to the assets of the Issuer, or any 
“affiliate” (within the meaning of 29 C.F jl. Section 2510.3-101(0(3)) of any such person (any such person 
described in diis para^^h being referred to as a ‘^Controlling Person")- 

if the Purchaser is tm insurance company acting on behalf of its general account or any other entity hoidii^ 

plan assets of Benefit Plan investors Ichedc if true], then (i) not more than % (complete by 

entering a percentage], (the “Maximum Percentage") of the assets of such genera! account or entity 
constitutes assets of Benefit Plan Investors for purposes of the "plan assets" regulations under ERISA, and 
(ii) without limiting the remedies that may othenvise be available, the Purdiasw a^ees that it shall (x) 
immediately notify the Issuer if the Maximum Percentage is exceeded, and (y) dispose of all or a portion of 
its CIms E Notes as may be instructed by die Issuer (including, in the discretion of the Issuer, a disposition 
back to tile Issuer or an affiliate tiiereof (or otiiw person designated by the Issuer) for the then value of the 
Class E Notes as reasonably determined by tiie Issuer, in any case in which the Purchaser cannot otherwise 
make a disposition it has been instructed by the Issuer to make). 

(I) The Purchaser understands and acknowledges that the Note Transfer Agent will not register any purchase 
or transfer of Class E Notes either to a proposed initial purchaser or to a proposed subsequent tr^sferee of 
Class E Notes that has, in either case, represented that it is a Benefit Plan Investor or a Controlling Person 
if, after giving effect to such proposed transfer, jwisons that have represented that they are Benefit ?\aa 
Investors would own 25% or more ofthetoud vtduc of the outs^ding Class E Notes. For purposes of this 
determination. Class E Notes held by tiie Liquidatiwi Agent, Trustee, any of their respective affiliates 
and persons that have represented that they are Cwitrolling Persons will be disregarded and will not be 
treated as outstanding. The Purchaser understands and agrees that any purported purchase or transfer of the 
Purchaser’s Class E Notes to a Purchaser that does not comply with the requirements of this clause (i) will 
not be permitted or registered by the Note Transfer Agent. 

(I) The purchaser is not purchasing the Purchaser’s Class E Notes with a view toward tiie resale, distribution 
or other disposition thereof in violation of the Securities Act. The Purchaser understands that an 
investment in the Purchaser’s Class E Notes involves certain risks, including the risk of loss of its entire 
investment in the Purchaser’s Class E N«es under certain circumstances. The Purchasw has had access to 
such financial and other information concerning the Issuers and the Purchaser’s Class E Notes as it deemed 
necessary or appropri^c in order to make an informed investment decision with respect to its purchase of 
the Purchaser’s Class E Notes, including an opportunity to ask questions of, and request information from, 
the Issuer. 

(k) The Purchaser is not purchasing the Purchaser’s Class E Notes in order to reduce any United Slates federal 
income tax liability or punuant to a tax avoidance ptvi. 

(l) The Purchaser ayecs to treat the Purchaser’s Class E Notes as equity for United Slates federal, state 
local income lax purposes. 

(m) The Purchaser acknowledges that due to money laundering requirements operating in the Cayman Islands, 
the Issuer and the Note Transfer Agent may require further identification of the Purchaser before the 
purchase application can proceed. The Issuer and the Note Transfer Agent, as applicable, shall be held 
harmless and indemnified by the Purchaser against any loss arising from the failure to process the 
application If such information as has been required from the Purchaser has not been provided by the 
Purchaser. 
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(n) The Purchaser a^ees to complete any otiier insUuraeni of transfer as required under Cayman Islands law. 

(o) The Purchaser is not a member of the public in the Cayman Islands. 

We acknowledge that you and other persons wll rely upon our confirmation, acJmowledgments, 
representations, warranties, covenants and agreements set forth herein, and we hweby irrevocably autiioriae you and 
such other persons to produce this letter or a copy hereof to any interested party in any administi^ve or legal 
proceeding or official inquiry witii respect to the matters covered hereby. 
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THIS LETTER SHALL BE GOVERNED BY. AND CONSTRUED IN ACCORDANCE WITH. THE 
LAWS OF THE STATE OF NEW YORK. 


Very truJy yours, 

( } 

By: 

Nune: 

TiUe: 

Receipt acknowledged as of date set forth above, 


(Signature and Addresses) 
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REGISTERED OFFICES OF THE ISSUERS 


HUDSON MEZZANINE FUNDING 2006-1, LTD. 
Queensgate House, P.O. Box 1093GT 
George Town 

Grand Cayman. Cayman Islands 

TRUSTEE, PRINCIPAL NOTE PAYING AGENT, 
NOTE PAYING AGENT, NOTE TRANSFER 
AGENT, NOTE REGISTRAR, FISCAL AGENT 
AND INCOME NOTES TRANSFER AGENT 
The B^k of New York Trust Company, 
National Association 

601 Travis Street, 16th Floor 
Houston, TexM 77002 


HUDSON MEZZANINE FUNDING 2006-1, CORP. 
850 Librwy Avenue, Suite 204 
Newark, Delaware 19711 

LIQUIDATION AGENT 
Goldman, Sachs & Co. 

8S Broad Street 
New York. NY 10004 


LEGAL ADVISORS 


To the Issuers, the Initial Purchaser and the To the Trustee, Principal Note Paying 

Liquidation Agent Agent, Note Paying Agent, Note Transfer 

,c miiers o/UmleJStms Um „„„ Registnir, Flscl Aeent .nd rncome 

Notes Transfer Agent 

Sidley Austin LLP /4j tc matters of United States Law 

787 Seventh Avenue 

NewYork.Ncw York 10019 Garderc Wynne Sewell. LLP. 

1000 Louisiana. Suite 3400 
Houston, Texas 77002-5019 

To the Issuer 

As to matters of Cayman Islands Law 


Maples and Calder 
P.O. Box 309GT, Ugland House 
South Church Street. 
George Town 

Grand Cayman, Cayman Islands 
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No dealer, salesperson or oAer person has been 
authorized to gjve any information or to rq>resent 
anydting not ccmtained in this Offering Circular. You 
must ncH rely on any unauthorized information or 
represent^ions. This Offering Ciroilar is an offer to 
sell only the Notes offered her^y, and only under 
circumstances and in jurisdictions where it is lawful to 
do so. The information contained in this Offering 
Circular Is curr«)t only as of its dale. 
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, U.S.$37,000,000 
Class S Floating Rate Notes 
Due 2012 

U.S.Sl 10,000,000 
Class A-f Floating Rate Notes 
Due 2042 

U.S.$120.000,000 
Class A-b Floating Rate Notes 
Due 2042 

U.S.$230,000,000 
Class B Floating Rate Notes 
Due 2042 

U.S.$170,000,000 

Class C Deferrable Floating Rate Notes 
Due 2042 

U.S.$84,000,000 

Class D Deferrable Floating Rate Notes 
Due 2042 

U.S.$26,000,000 

Class E Deferrable Floating Rate Notes 
Due 2042 

0.8,560,000,000 
Income Notes Due 2042 
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To: Peltidt, ^{D){Mich8e!.Petr1dt®morgaRsianley.com] 

Sui^e^ 2^ recap 

Sent: Wed 2/6/2008 1 1:43:43 PM 

From: Pearce. John (RD) 



Hudscm: 

Went down the road again with Goldman on the liquidation agent assets 
{mu -^$1 bb of eligible assets post dowigrades). They totd me they will 
*c(X!tinue to take my opinion under advisement* but provided no course of 
action. I broke my phone. WIi talk to Rick Ostrander tomorrow but 
dont tNnk there is any probable way for us to force them to liquidate 
ttie 833^. 



Reacted 
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To: . 08vU.L^m9n^|s.com[Oavid.Lehnian@gs.com| 
Subject Re: cmte 

Sent: Thur 2^7/2008 2:36:14 AM 

From: Pearce. John (FID) 


Vyfttat i can. wHh Ben re: Huctson today. 

Goes wiihoul saying I remain v «7 frustrated by the way 6S is handling the Hquidation ag«it rote. There 
is almost $1U) of eligiUe assets in that deal now. every one of which has lost value since it was 
dovmgraded. 

No good reason to waR oUier then to devalue oi»- posRion. It's a shame...one day i hope I get the real 
reason why are doing this to me. 

Glad you asked? 


— Original Message — [ — - g«y^bytlitNnaaaeBt 

From: Lehman, David A. <Davld.Lehfran@gs.com> I Sobeawialt^ on IsmtigatiMi 

To; Pearce, John (FID) **" • 

Sent: Wed Feb 06 21:08:46 2008 
Subject: RE: cmbs 

have you been doing much abs cdo sup snr lately? 


FrtKTi: Pearce, John (FID) lma»ltQ:John.PeaFceffl!>moiTianstantev.cQnril 
Sent: Wednesday, February 06. 2008 9:02 PM 
To: Lehman, David A. 

Subject; Re: cn^ 


Ok~will keep an eye on it. Thanks. 


— Original Message — 

From: Lehman, David A. <David.Lehm8n(g|gs.com> 

To: Pearce. John (FID) 

Sent: Wed Feb 06 20:58:50 2008 
Subject: cmbs 

I am going to have the desk reach out to kyle lomorrcw on the trades that might fit us • I will be on 
and off the desk, so I think kyte and our traders is the most efficient 


Goldman, Sachs & Co. 

One New York Plaza - 471h Floor | New York. NY 10004 
Tel: 212-902-2827 | Fax:212-493-9681 | Mob:917«i 
e-mail; david.tehmanigtgs.com 

Goldman 

Sachs 

David Lehman 
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Fixed income. Current^ & Commodities 


0 CopyilgM 2008 The Goldman Sachs Group, Inc. All nghis reserved. See . 
htto//wvw.as.contftfisclaimerfemail-salesandlf3dinQJdi!il < hHD:/AirHw.o s.com/disdaimef/emall- 
s8l95andtradinQ.hbTd> for important risk disctosure, oonflicts of mt^st and other teims and conditions 
retating to this e-mail and your reliance on informaiion contained in it. This message may contain 
confidential or pnvfleged inhtimalion. If you are not the intended rec4>i^, please advise us immediate 
and delete ^is message. See MpyAww.os.contfdiseiaimer/emajl/ 

< aittp:/AvHwv.Qs com/disclaimerfemail/ > for further Information on conMentiality and the rida of nwv 
secure ^ectronic communication. If cannot access these Hnks, please notify us by reply message 
and y/te will semi the omtenb to you. 


This is n(rt an offer (or solicHation of an offer) to tnry/sel) the securities/instniments mentioned or an 
official confirmation. Morgan Stanley may deal as principal in or own or act as market makw for 
securities/in^ruments mentioned or may advise the issues. This is not research and Is not from MS 
Resr^rch t»jt it may refer to a research analyst/research report. Unless indicated, these views are the 
author's and may differ from those of Morgan Stanley research or ethers in the Firm. We do not 
refvesent this is accurate or complete and we may rM update this. Past performance is not indicative of 
future r^ms. For additional Information, research reports and important disclosures, contact me or see 
^ py//iUtfi»ife,fn3.com/setvtet/ds . You Should not use e-mail to request, authorize or effect the purchase 
or sale of any security or instrument, to send transfer instructiortt, m* to effect any other transactions. We 
cannot guarantee that any such requests received via e-mail will be procKsed in a timely manner. This 
communication is solely for the adcbessee(s} and may contain confidential information. We do not waive 
confidentiality by mistransmission. Contact me if you do not wish to receive these communications, in 
dte UK, this communication is directed in the UK to those persons who are professional and eligible 
counterparties (as defirted in the UK Financial Services Authority's rules). 


This is not an offer (or solicitation of an offer) to buy/sell the securities/instrumenls 
mentioned or an official confirmation. Morgan Stanley may deal as principal in or own 
or act as market maker for securilies/instiuments mentioned or may advise Uie issuers. 
This is not research and is not from MS Research but it may refer to a research 
anaiyst/resaarch report. Unless indicated, these views are the autht^s and may differ 
from those of Morgan Stanley research or others in the Firm. We do not represent this 
is accurate or complete and we may not update Uiis. Past performance is not Indicative 
of future rehjms. For additional information, research reports and Important 
disclosures, contact me or see httDs://secure.ms.com/sefvlet/cls . You should not use e- 
maii to request, authorize or effect the purciiase or ^le of any security or instrument, to 
send b'ansf^ Instructions, or to effect any other b’ansactions. We cannot guarantee 
that any such requests received via e-mail will be processed in a timely manner. This 
communication is solely for the addressee(s) and may contain confidential information. 
We do not waive confidentiality by mistransmission. Contact me if you do not wi^ to 
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From: Gill, Michelle 

Sent: Friday. Febojary 02, 2007 9:02 

To: Nichols, Matthew; Gasvoda, Kevin; Ffcunino, Marc 

Subject: RE: Warehouse policy 


Couple of things: 

(1) New Cwitury/ Fremont - since they have both m^e djangestoU^' guidelines, seems like we shmild be. giving ihtan at least 
some benefit tor tliose changes 

(2) Accredited / Aames - they are not originated Aames G/L product, nor are they processing the Aatnes way, they have revamped 
b(^, that being said, we have no first hand knowledge; there, coaW we get oanfrotable asking them for their diligence results frcmi 
last couple whole loan sales since we have no personal experience 


From: Nichi^s, Matthew 

Sent: Wday, February 02, 2007 8:S7 AM 

To: Gasvoda, Kevin; Hamino, Marc 

Cc! Gill, Michelle 

Subject: R£: Wardiouse policy 

A few things; 

1 . We're vi^y too tow on the charges - we should be using actual performance where possible - NC is running a 10% 
drop rate at ~6 points / drop and 4% EPD rale at close to 20 points. That equates to something more like 1 .25 rather 
than 0,35. Given Fremont is in the same place and Accredited still has a lot of that Aames production. I think we'd 
be kidding tnirselves to think that any of these guys ^loukJ be below a point. 

2. MLN and other '‘B" list guys are a moot point - in this enviornment we would not lend to them'- or if we did it waiid 
be at a much higher haircut. 

3. We will stilt have the issue of market - take NC for example - they're trying to push someone into 1 .75 premium for 
their production - we care closer to 1 .25 • what't the appropriate starting mark to market? 

4. 1 think we need to restate the economic rationale fw each of Oiese lines - don't want to blow up relationships, but I 
don't think we’re msd^ing money off of NC right now and we're t^ing a lot of risk on the loans and warehouse side. 


From: Gasvoda, Kevin 

Sant: Friday, Febfuary 02, 2007 7:57 AM 

To: flamino, Marc 

Cc: Nicbols, Matthew; GUI, Michelle 

Subject: RE: Warehouse policy 

Ok. i need to get Dan's signoff first. 


From: Hamino, Marc 

Sent: Friday, February 02, 2007 7:56 AM 

To: Gasvoda, Kevin 

Cc: Nichols, Matthew; GIK, Michelle; Hamino, Marc 

Subject: R£: Warehouse policy 

I agree with the methodology below and also feel that NC and Accred should receive the lowest end of the 
range. They still may balk t^t harder for them to argue vnth the valuation approach. Also we need to 
combine this with some additional flexibility on the scratch and dent side for Accredited to make them feel 
more important to us. In both cases there are potential consequences with the marks but the market has 
changed. 

I do not think that LH deserves the same level however I am sensitive to the capita! needs isaje for our 
perspective. Given their product mix I would tWnk about them in the range of 1 .5-2x New Can and Accred 
(.50 -.75). i am not sure what that does to cash Ilow aix) liquidity. They should also (and we urge them to) 
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put that Merfil! deal in place as^. 

Let's agree internally and make the calls to Kevin and Stu. 


From: Gasrads, Kevin 

Sent: Friday, F^ruary 0^ 2{K)7 7:^ Ml 

To; Ramino, Marc 

Cc: Nidiols, Matthew; Qll, f^chelie 

Subject: Warehouse policy 

Marc, let's discuss new more transparent mark policy whereby we mark on real loan bid side then have a 
transparent price adjustment related to potential epd and loan kicks, I think for our most credit 
worthy/largest clients, we shtkjid be on toe low side and for our private/small guys we can be on the high 
side. 

Decent range y<xi can see below world be 35 to 2 points. I think New Cen/Accred get a 35 bp 
"charge" and if we had MIN (pre biow up) they’d be in the 3/4-7/8 range. We should not be giving lines 
to people we think we need a 2 point reserve but if we get material deterioration in company health we 
start working that directiw. 

Senderra is a moot point djviousty. Lownhome is the big question. Do we give them the best client 35 
bp charge? Without it. their capital needs are significant. Merrill apparently will give them a line to 
finance total trade price for ail trades going to ML. 

Thoughts? We need to give Cloyd and Stu clarity on our policy ASAP and face the consequences 


rather than mouse around w/ low ball mad<s. 



Loan adjustments 

Low 


High 


EPD rate 

2.00% 


5.00% 


EPD loss 

10.00% 

20.00% 

10.00% 

20.00% 

EPD adj 

0.20% 

0.40% 

0.50% 

1.00% 

Drop rate 

5.00% 


12.00% 


Drop loss 

3.00% 

10.00% 

3,00% 

10,00% 

Drop adj 

0.15% 

0.50% 

0,36% 

1.20% 

Total adj 

0.35% 

0.90% 

0.86% 

2.20% 


Goldman, Socbs & Co. 

85 Broad Strwt, SSth Floor i Naw York, New York 10004 
Tel; 212-902-8786I Fa*: 212-S0M6S1 
email: kevin.gasvod^gs.eom 

Kevin S. Gasvoda Ooirirmtn 

Moioging Director SacflS 

Fixed Income Currency S Commodities 
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From: 

Sent: 

To: 

Subject: 


Cassidy, John 

Thursday, Febmary 08, 2007 9:02 AM 

Peterson, Linda; Hood, Kris; Gettiing, Christopher; Ozment, Joseph; O’Brien. Brian; 

Grehaiva, Troy 

New Centurv/Home 123 


importance: High 


Given the current state of the company I am no longer comfortable with the practice of 
taking loans with trailing docs (specifically missing HUDs) that we need in order to 
conduct compliance testing regardless of the jurisdiction that the loan is originated in. 

Original Message 

From: Gasvoda, Kevin 

Sent: Thursday, February 08, 2007 7:19 AM 

To: Welch, Patrick; Wildermuth, David; Heirphill, Lee; Aberg, Peter (FICC 85B27); 

Akileswar, Subramanian; Altarescu, Howard; Anasetti, Marco; AnupamOberai ; Arango, Carlos; 
Arkan, Canero; ArvinPrakash; Behrend, Robert B.; BrianO' Brien; Brosterman, Jonathan; 
CarolynWang; Carter, Lauren; Cassidy, John; Cawthon, Michael; Chakravorti, Rajarshi; Chan, 
Nancy Y.; ChristopherGething; Cohen, Jennifer L.; Conroy, Erin; DeAngelis, Matthew; 
Deliiska, Asseneta N.; Deiikaris, Nickolas P; Dente, Michael; D'Urso, Joseph; Egeran, Sean 
N.; Erbst, Jared R. ; Feingoid, Jessica; Flamino, Marc; Gill, Michelle; Gorelik, Eugene; 
Gupta, Shashank; Heagle, Jonathan; Helen, Margaret; Hou, Edward D.; Iqbal, Farrukh; 
Jordanov, Nasko; JustinMahoney; KevinGasvoda; Kilman, James (FICC B5B27); Kong, Sarah C.; 
Koo, Simone; Larson, Erika L.; Larson, Stephanie; Lee, Insoo; Lei, Stephen; Liepold, 
Christina; LindaPeterson; Lyu, Michael; Marks, -Aaron D.; Marschoun, Michael; Meyer, 
Guenter; Moliski, William; Muehlhauser, Eric; Murray, Kelli; Nanik, Manisha; Nestor, 
Genevieve; Nichols, Matthew; Nikodem, Paul; Noh, Suok; Okudo, Melkizedeck; Parkinson, 
David; Pinkos, Steve; Pohani, Anu N; Pouraghabagher, Dariush; Preisano, Anthony; Ribet, 
Barrie; Rosenblum, David J.; Rutherford, Malcolm; Shuey, William; Smith, Joan; Solan, Guy; 
Sparks, Daniel L; Thelwell, Aduke H.; Yao, Roger; Yukawa, Shin 

Subject? FW: Piper/NEW: Ugly 40 And Restatement, Rough Valuation Range - S19-$26 


— — Original Message--—- 

From? Robert Napoli {mail to; robert.p.napoli@pjc.com) 

Sent? Thursday, February 08, 2007 5?49 AM 
To; Gasvoda, Kevin 

Subject: Piper/NEW; Ugly 40 And Restatement, Rough Valuation Range - $19-?26 


Piper Jaffray & Co. Company Note 

February 0, 2007 

New Century Financial Corporation (NEW - $30.16) 

Market Perform Volatility: Medium 


Ugly 4Q And Restatement, Rough Valuation Range - $19-$26 

Robert P. Napoli, Sr Research Analyst Reason for Report: 

312 920-2156, robert.p.napoli@pjc.com Company Update 


Jason S. Deleeuw, Research Associate 
612 303-6497, Jason.S.Deleeuw@pjc.com 


Brian D. Hogan, Research Analyst 
312 920-2151, brian.d.hogan@pjc. com 


Piper Jaffray & Co. 

Permanent Subcommittee on Investigations 
Wall Street <fi The Financial Crisis 
^^^Repor^ootnot^l58^^^^ 
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Piper Jaffray & Co. does and seeks to do business with companies covered in its research 
reports. As a result, investors should be aware that the firm may have a conflict of 
interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their investment 
decisions. This report should be read in conjunction with important disclosure 
information, including an attestation under Regulation Analyst Certification, found at the 
end of this report or at the following site; 
http;//www.piper jaffray.com/researchdisclosures. 

Customers of Piper Jaffray in the United States can receive independent, third-party 
research on the company or companies covered in this report, at no cost to them, where 
such research is available. Customers can access this independent research by visiting 
piperjaffray.com or can call 800 747-5128 to request a copy of this research. 

KEY POINTS; 

* NEW took investors by surprise last night, announcing the need for a 
negative restatement, a loss in the fourth quarter, and a 20% lower loan 
origination outlook for 2007. The stock traded briefly at $25 in the after 
market. NEW released a tape recorded message, essentially reading the press 
release. Company representatives took calls last night, but gave little 
color . 

* There were no real financial ranges provided, so we are doing our best in 
this note to give investors a framework to go by. 

* The restatement is for the first three quarters of 2006 and relates to 
improper accounting for repurchase reserves. We believe NEW only reserved 
for the premium (gain) received when the loan was sold, and not for the 15%- 
20% loss that is typical on a repurchased loan, which is typical in the 
industry. 

* NEW-is delaying 4Q results, previously scheduled to be released on -February 
8, and has a goal of getting results to investors by March 1, with completed 
quarterly restatements. 

* Fourth quarter loss expected. The loss is likely mostly due to a write-down 
to securitization residuals and acceleration in repurchases in 4Q. 

* Lower origination outlook lowered to a decline of 20%. NEW had forecasted 
flat originations for 2007; it now forecasts a decline of 20%, in line with 
our expectations for the subprime market. The lowered forecast was blamed on 
the trend in early payment defaults and loan repurchases, changing secondary 
market demand for certain products, and potential regulatory changes. 

* We very roughly estimate a book value hit of $2.40-$4.29 per share, 
resulting in tangible book value per share of a best case of $29 and a 
worst-case of $27.30. Me estimate best/worst case scenarios for reserve 
increases, residual write down and an increased repurchase reserve. The 
following page lays out our logic. 

* Liquidity seems okay with $1.6 billion of tangible book value under our 
worst-case analysis. We believe problems would have to accelerate in future 
quarters in order for liquidity to become an issue, unless we have 
materially underestimated the worst case scenario. 

* Future dividends and REIT structure are likely in question. We suggest NEW 
immediately terminate the REIT structure and retain all capital until the 
market settles down. We believe NEW's strategy to "return $400 MM in capital 
to shareholders in '07" is history, due to the likely write-downs. 

* Valuation range of 70%-90% of tangible book value seems likely, suggesting a 
valuation range of $19-$26 per share, on our rough analysis. 



From 

To Price: 

$30.16 

Changes 

(Previous) 

(Current) 52 Week High; 

$51.97 

Rating 

— 

MarketPerform 52 Week Low: 

$29.07 

Price Tgt 

$33.00 

NA 12-Month Price Target; 

NA 

FY07E Net Inc 

$196.7 

NA Shares Out (mil): 

56.5 

(mil) 


Market Cap. (mil) : 

$1,704,0 

FY08E Net Inc 

$248.6 

NA Avg Daily Voi (000): 

1,487 

(mil) 


Book Value/Share; 

NA 

FY07E EPS 

$3.75 

NA Div (ann) : 

$7. 30 
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FY08E EPS $4.95 NA Est LT EPS Growth: 8% 

P/E to I.T EPS Growth (FY07): NA 

Bst Next Rep Date: 03/01/2007 

Fiscal Year End: Dec 


Unable to provide price target and 
estimates due to restatement 


Net Inc 

(mil) 2006E 

2007E 

2008E 

EPS 

2006E 

2007E 

2008E 

Mar 

$101. 2A 

NA 

NA 

Mat 

$1.78A 

NA 

NA 

Jun 

$103. OA 

NA 

NA 

Jun 

$1.81A 

NA 

NA 

Sep 

$63. 5A 

NA 

NA 

Sep 

$1.12A 

NA 

NA 

Dec 

NA 

NA 

NA 

Dec 

NA 

NA 

NA 

FY 

NA 

NA 

•NA 

FY 

NA 

NA 

NA 

CY 

NA 

NA 

NA 

CY 

NA 

NA 

NA 





FY P/E 

NM 

NM 

NM 





CY P/E 

NM 

NM 

NM 


Unable to provide price target and 
estimates due to restatement 

INVESTMENT REC0^B4ENDATI0N: 

We are maintaining our Market Perform rating, as we expect the stock to trade in our range 
today. 

RISKS TO ACHIEVEMENT OF TARGET PRICE: 

Risks include the potential for volatile earnings, increasing competition, a weak economy, 
and credit quality, as well as regulatory or predatory lending issues. 

COMPANY DESCRIPTION: 

New. Century Financial Corporation originates, sells, and services mortgage loans with a 
particular emphasis on the subptime or nonprime sector. 

We believe that relaxed underwriting standards have been the main driver for the large 
number of loan repurchases reported by the subprime lenders. 

Therefore, we have reviewed the securitization filings for both NEW and Accredited Home 
Lenders (LEND) to track key underwriting metrics over the past two years (the repurchase 
problems have resulted from *05 and *06 originations). Me are assuming that the 
underwriting standards on the securitized loans are representative of the underwriting 
standards for all of NEW's and LEND's loans. 

In general, NEW’s underwriting standards have been less stringent than LEND’s, 

Some key takeaways comparing NEW to LEND: 

* NEW has typically underwritten a higher percentage of Stated Income loans 
con^ared to LEND, on average. 

* NEW has typically underwritten loans at higher LTVs compared to LEND, on 
average. 

* NEW has typically underwritten loans at lower Credit Scores compared to 
LEND, on average. 

If is also useful to con^are both NEW’s and LEND’s underwriting metrics over time, as it 
paints a picture for how each has adjusted their underwriting standards in response to the 
spike in loan repurchases (again, assuming the underwriting standards on the securitized 
loans are representative of the standards for all loans originated) . In general, both 
companies are doing fewer Stated Doc loans, but LEND is requiting lower LTVs, while NEW is 
requiring higher Credit Scores. 

NEW has tightened up its underwriting (starting w/ June '06 securitization) by 

* doing fewer Stated/Limited Doc loans 

* requiring higher Credit Scores on average for Stated/Limited Doc loans 

* but has kept LTV requirements pretty much the same 

LEND has tightened up its underwriting (starting w/ June *06 securitization) by 
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* doing fewer Stated/Alt Doc loans 

* requiring lower LTVs on average 

* even though Stated/Alt Doc Credit Scores are lower 

Given NEW's less stringent underwriting standards, it is no surprise that its 
securitizations have performed worse than LEND's. Our analysis of static pool 
securitization data shows that NEW’s securitizations have had much higher delinquency 
rates than LEND. We also included NovaStar Financial (NFl: not 
rated) for comparison. 

Accredited Home Lenders (LEND) is currently rated Market Perform with a $30 price target, 
which is based on I.Oh projected tangible '07 book value. Risks include the potential for 
volatile earnings, increasing corrpetition, a weak economy, and credit quality, as well as 
regulatory or predatory lending issues. 

Important Research Disclosures 


Analyst Certification - Robert P. Napoli, Sr Research Analyst The views expressed in this 
report accurately reflect my personal views about the subject company and the subject 
security. In addition, no part of my condensation was, is, or will be directly or 
indirectly related to the specific recommendations or views contained in this report. 

Research Disclosures 

Piper Jaffray was making a market in the securities of New Century Financial Corporation 
at the time this research report was published. Piper Jaffray will buy and sell New 
Century Financial Corporation securities on a principal basis. 

A Piper Jaffray officer, director, or employee (other than a research analyst who follows 
New Century Financial Corporation), is an officer and/or director of New Century Financial 
Corporation. 

Within the past 3 years Piper Jaffray participated in a public offering of, or acted as a 
dealer manager for, New Century Financial Corporation securities. 

Piper Jaffray was making a market in the securities of Accredited Home Lenders, Inc. at 
the time this research report was published. Piper Jaffray will buy and sell Accredited 
Home Lenders, Inc. securities on a principal basis. 

Affiliate Disclosures: This report has been prepared by Piper Jaffray & Co. or its 
affiliate Piper Jaffray Ltd., both of which are subsidiaries of Piper Jaffray Companies 
(collectively Piper Jaffray) . Piper Jaffray 4 Co. is regulated by the NYSE, NASD and the 
United States Securities and Exchange Commission, and its headquarters is located at 800 
Nicollet Mall, Minneapolis, MN 55402. Piper Jaffray Ltd. is registered in England, no. 
3846990, and its registered office is 7 Pilgrim St., London, EC4V 6LB. Piper Jaffray Ltd. 
is authorised and regulated by the UK Financial Services Authority, entered on the FSA’s 
register, no. 191657 and is a member of the London Stock Exchange, and its headquarters is 
located at One South Place, London, EC2M 2RB. Disclosures in this section and in the Other 
Important Information section referencing Piper Jaffray include all affiliated entities 
unless otherwise specified. 

Piper Jaffray research analysts receive compensation that is based, in part, on overall 
firm revenues, which include investment banking revenues. 

Rating Definitions 

Investment Opinion: Investment opinions are based on each stoc)c'5 return potential 
relative to broader market indices, not on an absolute return. The relevant market 
indices are the S4P 500 and Russell 2000 for U.S. Companies and the FTSE Techmark 
Mediscience index for European con 5 )anies. 

* Outperform (OP) : Expected to outperform the relevant broader market index 
over the next 12 months. 

* Market Perform (MP) : Expected to perform in line with the relevant broader 
market index over the next 12 months. 

* Underperform (UP) : Expected to underperform the relevant broader market 
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index over the next 12 months. 

* Suspended (SUS): No active analyst opinion ox no active analyst coverage; 
however, an analyst investment opinion or analyst coverage is expected to 
resume . 

* Volatility Rating: Our focus on growth conpanies in^lies that the stocks we 
recommend are typically more volatile than the overall stock market. We are 
not recommending the "suitability" of a particular stock for an individual 
investor. Rather, it identifies the volatility of a particular stock. 

* Low; The stock price has moved up or down by more than 10?s in a month in 
fewer than 8 of the past 24 months. 

* Medium: The stock price has moved up or down by more than 20% in a month in 
fewer than 8 of the past 24 months. 

* High: The stock price has moved up or down by more than 20% in a month in 
at least 8 of the past 24 months. All IPO stocks automatically get this 
volatility rating for the first 12 months of trading. 

Other Important Information 

The material regarding the subject cort?>any is based on data obtained from sources we deem 
to be reliable; it is not guaranteed as to accuracy and does not purport to be complete. 

This report is solely for informational purposes and is not intended to be used as the 
primary basis of investment decisions. 

Because of individual client requirements, it is not, and it should not be construed as, 
advice designed to meet the particular investment needs of any investor. This report is 
not an offer or the solicitation of an. offer to sell or buy any security. Unless otherwise 
noted, the price of a security mentioned in this report is the market closing price as of • 
the end of the prior business day. Piper Jaffray does not maintain a predetermined 
schedule for publication of research and will not necessarily update this report. Piper 
Jaffray policy generally prohibits research analysts from sending draft research reports 
to- subject companies; however, - it-should be presumed that the analyst(s) who authored -this 
report has had discussions with the subject company to ensure factual accuracy prior to 
publication, and has had assistance from the company in conducting diligence, including 
visits to company sites and meetings with company management and other representatives. 

This report is published in accordance with a conflicts management policy, which is 
available at httpj//www.piperjaffray.com/researchdi5closures. 

Notice to customers in Europe: This material is for the use of intended recipients only 
and only for distribution to professional and institutional investors, i.e. persons who 
are authorised persons or exempted persons within the meaning of the Financial Services 
and Markets Act 2000 of the United Kingdom, or persons who have been categorised by Piper 
Jaffray Ltd. as intermediate customers under the rules of the Financial Services 
Authority. 

Notice to customers in the United StatestThis report is distributed in the United States 
by Piper Jaffray £ Co., member SIPC and NYSE, Inc., which accepts responsibility for its 
contents. The securities described in this report may not have been registered under the 
U.S. Securities Act of 1933 and, in such case, may not be offered or sold in the United 
States or to U.S. 

persons unless they have been so registered, or an exemption from the registration 
requirements is available. Customers in the United States who wish to effect a transaction 
in the securities discussed in this report should contact their Piper Jaffray & Co. sales 
representative . 

This material is not directed to, or intended for distribution to or use by, any person or 
entity if Piper Jaffray is prohibited or restricted by any legislation or regulation in 
any jurisdiction from making it available to such person or entity.. 

This report may not be reproduced, re-distributed or passed to any other person or 
published in whole or in part for any purpose without the prior consent of Piper Jaffray & 
Co. 

Additional information is available upon request. 
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Copyright 2007 Piper Jaffray & Co. and/or Piper Jaffray Ltd. All rights reserved. 


Guides for the journey. Piper Jaffray & Co. Since 1895. Member SIPC and NYSE. Learn more 
at piperjaffray.com. Piper Jaffray corporate headquarters is located at 800 Nicollet Mall, 
Minneapolis, MN 55402 

Piper Jaffray outgoing and incoming e-mail is electronically archived and recorded and is 
subject to review, monitoring and/or disclosure to someone other than the recipient. This 
e-mail may be considered an advertisement or solicitation for purposes of regulation of 
commercial electronic mail messages. If you do not wish to receive commercial e-mail 
communications from Piper Jaffray, go to: http;//www. piperjaffray.com/do_not_email to 
review the details and submit your request to be added to the Piper Jaffray "Do Not E- 
mail" list. 

For additional disclosure information see http://www.piperjaffray.com/disclosures 
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MEMORANDUM 


To: GSi Risk Committee 

Mitch Resnick 
Peter Ostrem 

Dan Sparks 
Tim Saunders 
Date; March 16, 2007 

Re: GSI Warehousing for Structured Product CDOs 


Goldman 

Sadis 


I. Introduction 

Goldman Sachs International (GS!) provides financing for the warehousing of financial assets to 
be securitized in connection with CDOs. These warehouses are collateralized by US dollar 
denominated mortgage and asset backed securities and single name credit default swaps witti 
significant exposure to the US sub prime mortgage sector. The client base that purcrfiase CDO 
product Is global, In exchange for warehousing, structuring and placing tfie transaction 
Goldman Sachs earns carry during the warehousing period and receives a fee from the CDO 
upon closing. 

To mitigate the risks during the warehousing period typically GSI will enter into a risk sharing 
anangement witt^ the asset manager for the first 20mm (facilitated by a $10mm deposit from the 
asset manager representing their share). This arrangement is collateralized by cash received 
upfront from the asset manager. GSI may also use synthetics or additional risk partnere to 
hedge exposure during the warehousing period. GSI has the right to veto any assets suggested 
by the asset manager for purchase. In addition, assets purchased for the CDO are sold forward 
to the COO at the time of purchase and the forward price covers hedge costs and trading gains 
or losses incurred during the warehouse period. GSI retains the right to unilaterally liquidate an 
asset or the warehouse, and will do so if economics warrant it. Additionally, Goldman Sachs will 
pursue equity and mezzanine debt commitments for the CDO during the warehouse period. 

There has been significant deterioration within the sub prime mortgage sector driven by rising 
delinquencies and failing originators. This ^ct pattern coupled with increased media attention 
has pushed synthetic and cash spreads dramatically wider. CDO spreads have widened as well 
negating the arbitrage. As a result of ttiis scenario, we have incurred losses within our COO 
warehouses and determined, in some instances, to liquidate warehouses. 

inventory warehoused for CDO execution is marked to market by comparing asset and liability 
spreads, including the desired equity yield. To the extent that the current CDO liability spreads 
are wider tttan the transacted asset spreads on an aggregate basis, the estimated loss is 
recorded. 

The following section details our current structured product CDO warehouses as of March 13’^. 
2(X37 and includes a summary of our pre sold risk in each warehouse both with regard to the 
warehouse and any pre sold liabilities or equity of ttie intended CDO take-out. Separately, we 
have offsetting hedges against the warehouse risk in the form of short positions on ABX 06-1 
and C®-2 and single-name CDS shorts on AAA, AA, and A rated SP CDO liabilities. TTiis 
information is detailed in section til. 
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II. Current Warehouse Overview 

Strucfered product CDO warehouses are caiTOnOy $4.7bln in notional. After reducing for 
deposits received, recognized losses, and pre placed liabilities and equity GSI is long S2.3B 
warehouse risk (including catastrophic nsk above any capped risk sold to third parties) and 
GSCO is long $710mm. Against the warehouse risk, GSI is short $2.2B of the ABX 06-1 and 
06-2 across AAA. A, BBB, and BBB- tranches erf the index and GSI is short $210mm of single- 
name CDS on structured product CDO AAA, AA, and A liabilities. 


On a year to date basis ftirough Man^ 13, 2007, the CDO warehouses have incurred the 
following P&L: 


Warehouse 

Greywolf 
GSC High Grade 
Hout Bay II 
Altius IV 

Anderson Funding / GSC Mezz 

Paramax 

Dillon Read 

Cohen 

Closed Warehouse 
Other (carry and hedge) 

Total 


$ (8,750,000) 

(40,926,020) 
(8,716,216) 
(7,719,360) 
(22,875,000) 
(5,608,817) 
(17,659.370) 
(4,185,681) 
(73,329,811) 

13,010,637 

$ (176,759,638) 


For each warehouse, we have provided a summary of our risk exposure, any risk we have 
presold, and the progress we have made in executing a CDO take-out. 

A dedicated group within product control performs an independent price verification of the CDO 
warehouse inventory on a monthly basis. All cash positions held within the warehouse are 
independently verified via external price compares or fundamental analysis. For single name 
CDS, product control substantiates the marks by comparing them to recent trading activity, in 
addition, product control reviews for reasonableness the gains and losses incurred when 
assessing COO execution via substantiation of transacted asset spreads, spread duration and 
review of liability spreads through comparison to available market data. 
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A. Greywolf 
Deal Size; $1bin 
Ramped Amount: $950mm 
Executed CDS:$879mm 
Funded Bonds: $71 mm 

- Priced deai on 3/1 ZlQil tfiereby transferring risk to GSCo. 

> Equity is shared 50/50 between GS and Greywolf. BBBs sold to Greywolf. As sold to Greywolf 
(20) and Goldman (16). BSAM purc^iased senior AAAs (top 50%). 

' Still marketing sub-AAAs, AAs, As, and equity to third parties. 

- Recorded -$8.75mm as of 3/13. 




B. GSC High Grade 
Deal Size: $1b!n 

Ramped Amount: $820mm ($138mmfH||B 
Exeojted CDS: $174mm 
Funded Bonds: $508mm 

- $138mm of warehouse assets held at 
HH^Goldman has $682mm of risk 

• Execut ing CDO take-out; Sho wing s uper seni ors toU Bl ^ub AAA no tes to m^^nd 
HHHUjll^rnezz notes toUl^quity toUH^nd Will commence open 

marketing following Anderson, Greywolf, and Dillon Read closings. 

- Recorded -$41 mm as of 3/13 
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C. HoutBayll 
Deal Size: $500mm 
Ramped Amount: $379mm 
Executed CDS: $201mm 
Funded Bonds: $178mm 
- 50% warehouse risk sold to Investec to a $10mm cap. Goldman has 100% risk above $20mm 


® Redacted tbc PtmaotBt 
Sobcoramittce oa inmt^MiMa 


and 50% of risk on first $2 0mm. 

- Executing CDO take-out: WBI S committing to 50 % equity, 50% BBBs, and 50% 
As. Discussing super seniors with9HHH|||i||3nd||BiiHII^ 

- Recorded -$8.7mm as of 3/13 



D. AltiuslV 
Deal Size: Sl.SbIn 
Ramped Amount: $908mm 
. Funded Bonds: $908mm 

- 50% warehouse risk sold to. 

$6mm and 50% of risk on first $6mm, 

- Ex ecuting CDO take-out:i_ 

(BHis approved to finalize super senior.credit at 7bp ant 

$3mm equity .sold to^HHI^ 

- Warehouse has no subprime RMBS assets. 

- Recorded -$7.7mm as of 3/13 


to a $3mm cap. Goldman has 100% risk above 

^looking at super senior (top 85%). 
Is looking at funding at 16bp. 







342 . 201.000 

30 . 589.000 

29 . 825.000 


186 . 257.000 

202 . 163.000 

117 . 125.000 

190 . 987.000 

118 . 580.000 

76 . 611.000 


402 , 615,000 


505 , 645,000 

908 , 160,000 
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E. Anderson Funding / GSC Mezz deal 
Deal Size: $305mm 
Ramped Amount: $305mm 
Executed CDS: $300mm 
Funded Bonds: $5mm 

- Deai priced 3/12/07 tiiereby transferring risk to GSCo. 

- Goldman is taking 100% of equity, GSC is taking 100% of BBSs, 

- Goldman is marketing the remaining A. AA, AAA liabilities. 

- Citl, Treasury and RBS looking at AAAs, 10+ accounts doing work on subordinate debt. Stark 
Is looking at equity. 

' Recorded -$22.9mm as of 3/13 


»• Redacted by tbe PcnnaneRt 
Subcommittee on Invertiga^ms 



















300.000.000 

5.000,000 

305,000,000 



300.000.000 

5,000,000 

305,000,000 


F. Paramax 

Deal Size: $1bln 

Ramped Amount: $224mm 

Exeoited CDS: $170mm 

Funded Bonds: $54mm _ 

- 50% warehouse risk sold to||H[IH^o a $10mnri cap. Goldman has 100% risk above $20mm 
and 50% of risk on first $20mm. 

- Discussing CDO take-qu t:<BBls considering com mjtment on super seniors in return for half 
the equity returns. IHMk considering super seniors. HHmj^mmitted to 50% of equity. 

Will commence open marketing following Anderson. Greywolf, and Dillon read closings. 

- Recorded -SS.emm as of 3/13 




m 

224.352.677 224,352,677 

224,352,677 - 224,352.677 


Confidential Treatment Requested by Goldman Sachs GS MBS-E-001806014 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00952 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




949 


Footnote Exhibits - Page 3207 


‘ Redacted by the Peimaiient 
Subeoininittee on Investigations 


G. Dilion Read 
Deal Size; $1bin 
Ramped Amount: $1bln 

- 50% warehouse risk sold to Dillon Read (no cap) and 90% of top $700mm sold to 
Natixis. Natixis is considering some equity. 

- Executing CDO take-out: Dillon Read committed on 50% of the equity. Currently marketing in 
Asia and Europe. Target pricing date of April 9’”. 

- Recorded -$17.7mm as of 3/13 


[Dillon Read - GS 50% RM8S Prime RMBSSubjMime CDO CMBS/Other Total 









1,009,106,871 

1,009,106,871 


1,009,106,871 

1,009,106.871 


H. Cohen 
Deal Size; $400mm 
Ramped Amount: $70mm 
Exeojted CDS: $20mm 
Funded Bonds: SSOmm 

- 50% warehouse risk sold toSHSCn^ ^P)- 

- On hold. Given equal risk sharing this transaction makes sense to push through so long as 
Cohen agrees to primarily buy BBB securities from GS. 

- Recorded -$4. 2mm as of 3/13. 


jCohert • GS 50% RMBS Prime . RMBS Subprime CDO CMBS/Other Total 




- 


19,896,741 

19,896,741 


49,884,613 

49,864,613 


69,761,354 

69,761,354 
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III. Hedges 

In 2006, we added $210mm of single-name CDS shorts on strutSured product CDO AAA, AA, 
and A rated liabilities. This is both a hedge against our warehouse exposure and a hedge 
against our structired product CDO take-out on ^e iiability side. Additionally, in early 2007, we 
added $1.85bln of ABX 06-1 and (^-2 shorts in the AAA, A, BBB, and BBB- tranches and 
$100mm of CMBX BBB shorts. Details on all of our shdrt positions (whic^^ are marked to market 
daily) are detailed below: 


index 

Tranche 

Size 

ABX 2006-1 

AAA 

-500,000,000 

ABX 20C^1 

AAA 

-200,000,000 

ABX 2006-1 

AAA 

-250,000,000 

ABX 20C«-1 

A 

-750,000,000 

ABX 2006-1 

BBB 

-25,000,000 

ABX 2006-2 

BBB 

-75,000,000 

ABX 2006-2 

BBB- 

-50,000,000 

CMBX 

6BB 

-100.000,000 

AAA CDS HG 

AAA 

-100,000,000 

AA CDS HG 

AA 

-60,000,000 

A CDS HG 

A 

-25,000,000 

A CDS Mezz 

A 

-25,000,000 



$ (2,160,000,000) 


Our net e)qDosure after simply subtracting our notional of shorts vs. our notional of warehouse 
long positions (after subtracting out any pre sold risk), leaves Goldman (including GSI and 
GSCo) net long $800mm of warehouse risk. 
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From: 

Sent: 

To: 

Cc: 

Subject: 


i»y the ^fmaCCBt 


BiatA, Robert N 

Monday, March 12. 2007 2:23 PM 

Bieber, Matthew G.; Wisenb^er, Scott 

Ostrem, Peter L; Chitson, Michele; MIshra, Deva R.; Lin, Shelly 

RE; Anderson - some thoughts on the book... 


Matt, 

We will keep pushing the axe. Below is specific feedback to your inquiries. 


Duquesne - Low delta account, Lauren should have more tangible feedback for us today 
Teachers - too much New Century exposure. They are out 

Old Lane ~ they would look at the equity in the mid to high 30s...is this a context where we 
trade? 

FFTW - Candee coining back to us. 

GM Pension - bandwith issue, they will focus on this trade after they clear ■■■■■1 

Paramax - Did we counter their proposal ojn the IBB 
FSI - Spencer getting feedback 

Evergreen - Do not like the synthetic underlying 
MetWest - Logging Checking _ 

ADIA - Checking, low delta, they are looking for ilMIIB now and more focused on Agency 
product. 

MBIA— Davilman Chscking 


From: Bieber, Matthew G. 

Sent: Sahjrday, March 10, 2007 2:^ PM 

To: Wisenbaker, Scott; Black, R<k>ert N 

Cc: Ostrem, Pettr L; Qiltson, Michele; Mishra, Deva R.; Un, Shelly 

Subject: /luiderson - some thought on the book... 

Looks like we have a decent number of accounts locking at the deal. There are several outstanding run requests which 
should all oiJt Monday morning, if not before (Lehman Prop, DB Prop. Turnberry). 

Duquesne - Lauren Karp mentioned they were looking at each of Anderson, Timberwolf and Point Pleasant but don't We 
any feedback in the sheet. 

Teachers • At one point Gail mentioned they were lookir^ at the deal • have they dropped? 

Old Lane - do they still want call vwih GSC? 

FFTW - pricing onlflBVihght at their bogey. We should press Candee to see what other info they need to put an 
order In 

TCW - Had call with GSC last week. We should follow to see where they stand. 

GM Pension - what other runs do they need to see from us? 

A-1-a Notes (as defmitt swap collateral) - Petoton (fw Broadwick), Clinton (Adirondack 2005-1 , Adirondack 2005-2), 
Aladdin (Fortius I, Fortius It. Altius I, Altius III), GSC (2006-3g) 

Paramax - what do they need from us? 

FSI - what levels interest them? 

Turberry - requested runs - are they looking at the (looking a^|p|||0tranche in TWOLF) 

IXIS - would they have any interest further up the capital structure? 

Fidelity ■■ Have historicity been interested in (and expressed recent interest). GivenlSBBBBBjHHf 
tranche, it may be equally attractive to them, especially at the spread we're talking the tranche. Possible to follow up with 
Nicole? . 

ADIA - would they be interested in B Wigive n the WAL jHOfrie? . 

Evergreen - Have participated in tranches in the past (BIBV Can we have sales see if there's interest in 
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Metwest • Have participated in \ 


I in the past f 


1. Can we have sales see if there's interest in 


MBIA ■ Daviiman has them focused at the moment cm theUKin Timberwolf, but we should see \what they can do on 
thelHMiin Anderson. 


Also, is there any feedback from the sales force on managers with reinvestment periods? Loote like majority of feedback 
still centers around deals that are cun-entiy ramping. 


© Cof^^ 2007 ITw Goldmao Sachs Group. Inc. AJ! reserved. See lHipV/'«o»nw.ff.cooVdisciaimg/eqmlrsi >lmBdlrBdin>iitunl Tor icopcctaoi risk disdo^, codlicu 
of ioterest and other terms and ctHiditiaB reiating to ttUs e-mail and your reliance oa iaformaiioa conimned in it. This message may contain coaftdaicial or privileged 
information. If you ire not the intended teeijseat, (dease advise us immediately and d rie i e this message. See httn://www.gs.eogVdi^aimeiywnail/ for hiriher infonnatimi on 
confidttstiality and the risks trfnon-securedectroniccomnuinicatioa if you cannot access there links, please aaify us by reply message and ne wU send the cait«its to you. 
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From: Spades, Daniel L 

Sent; Monday. February 26, 2(K)7 8:48 AM 

To: Montag, Tom 

Subject; Re: Questions you had asked 


Dillon read: 1 bb deal, 50/50 risk. 

Greywolf: 1 bb deal, now basically gs risk because losses thru the greywolf upfront 50 
percent first loss 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Sent; Mon Feb 26 08:33:46 2007 

Subject: Re: Questions you had asked 

Is that our half of the warehouse- Who is doing them with us or is it all outs 

^ Original Message 

From: Sparks, Daniel L 

To: Montag, Tom 

Sent: Mon Feb 26 08:32:06 2007 

Subject: Re: Questions you had asked 

Roughly 2 bb, and they are the deals to worry about. Focus is super- senior, which if we 
get done will make them work 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Sent: Mon Feb 26 07:43:29 2007 

Subject: RE: Questions you had asked 

cdo Squared— how big and how dangerous 

Original Message 

From: Sparks, Daniel L 

•Sent! Monday, February 26, 2007 7:37 AM 
To: Montag, Toro 

Subject! Re: Questions you had asked 

Roughly 2 bb high grade deals and 2 bb cdo's squared 

In client meeting in greenwich and can give more details in hour and half 


Original Message — — 

'From: Montag, Tom 

To: Sparks, Daniel L 

Sent: Mon Feb 26 07:31:49 2007 

Subject: Re: Questions you had asked 

So what is total of cdo warehouse after liquidation by sector 

Original Message 

From: Sparks, Daniel L 
To: Montag, Tom 
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Sent: Mon Feb 26 06:47:43 2007 
Subject: Re: Questions you had asked 

Still subprime, but only outright bbb subprlme is in gsc deal we may liquidate. Other 
subprime in, form of a, aa, aaa subprime and in form of a~rated cdo's (greywolf and dillon 
read) . 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Sent: Sun Feb 25 22:49:48 2007 

Subject: Re: Questions you had asked 

Thanks. So no warehouse in subprime? What about greywolf-what is in that 

Original Message 

From: Sparks, Daniel L 

To: Montag, Tom 

Cc: Ruzika, Richard 

Sent: Sun Feb 25 20:34:19 2007 

Subject: Questions you had asked 


Last week the trading desks did the following: 

(1) Cover around SI. 5 billion single name subprime BBB- CDS and around $700mm single name 
subprime BBB CDS. The desk also net sold over $400ii8n BBB- ABX index. Desk is net short, 
but less than before. Shorts are in senior tranches of indexes sold and in single names. 
Plan is to continue to trade from short side, cover more single names and sell BBB- index 
outright. 

(2) The CDO business liquidated 3 warehouses for deals of $530mm (about half risk was 
subprime related) . Business also began liquidation of $820Tnm JPMIM warehouse - all 
synthetics done, cash bonds will be sold in next few days. One more CDO warehouse may be 
liquidated this week - approximately §300mm with GSC as manager. That will leave us with 2 
large CDOs of A-rated CDOs, 2 high grade deals with limited subprime mezz risk, and 2 
other small warehouses that are on hold. Getting super-senior done on CDOs is the critical 
path, and that is where the focus is - for the CDOs of CDOs, NATIXIS (Paris) on Dillion 
Reed deal and Wincap (London) on Greywolf deal. 
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From: Bieber. Matthew G. 

Sent: Tuesday, March 13, 2007 6:51 AM 

To: Ostrem, Peter L 

Subject: Timberwoif -Greywolf 

Importance: High 

My thoughts on topics Greg wants to discuss later this morning. 


From: Greg Mount 

Sent: Wednesday, March 07, 2007 3:04 PM 
To: 'Ostrem, Peter L'; Bieber, Matthew G. 

Cc: Joe Marconi 

Subject: FW: Timberwoif I, ltd. Preliminary Offering Qrcular 
Importance: High 


Pete / Matt - 
Couple of things on this: 

1) We will not be futiy ramped and I want to use the remaining bucket strategicaliyr is it OK if we have 5%- 
ramped post close? 

We represented to BSAM that deal would be fully ramped upon closing. As long as they're ok (or gel veto 
rights), I don't have any issue. 

2) As we discussed, we didn't expect to close for 5 - 6 weeks. You indicated fhat you could do long settle or 
otherwise finance us lor that time period. We need to discuss that, as we would like to mimic the current 
collateral posting, carry and other aspects of our current arrangement. 

Thought we already went back to them on this and said that we could settle post close. Wed., April 1 1th is 
about 5 weeks from when we had this exchange, so we should propose to settle securities on that date. 

3) We want to sell these securities. We want to make sure that we and you are on the same page and that 
we don’t lose distribution momentum by pricing. 

Still focused on selling the bonds,... 

We understand your urgency here. Do you have any more info re how that might unfold? 

Thanks, 

Greg 


From; Sharp, Gaelyn [mailto:gsharp@orrick.com) 

Sent: Wednesday, March 07, 2007 2:02 PM 

To: dgerard@sidtey.com; Greg Mount; Joe Marconi; Mark Matthews 

Cc: matthew.bieber@gs.com; connie.kang@gs.com; Shimonov, Roman; West, Ariane; Saini, Rhea; Racic, Mark; 
Raff, Joshua E.; Moskowitz, Kara; Kim, Chrs; Chang, Eunsu 
Subject: RE: Timberwotf I, Ltd. Preliminary Offering Circular 
Importance: High 


As most of you are aware, the timing for this transaction has been accelerated and we are now targeting closing for 
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the end of next week. In light of that schedule we will be moving straight to the black which we will need to finalize 
and print early next week. Please send us any ctKnments you may have on the OC as soon as possible, including 
any updates to the Greywolf section and bios. We vwH be distrfcuUng first drafts of the Indenture, Glossary, CDS, 
and Collateral Management Agreement today ar^J tomorrow and would greatly appreciate you immediate attention 
to those as well, 


Thank you for your help - 


Gaelyn Sharp 

Orrick, Herrington & Sutcliffe LLP 


212 


Redacted by Iht P*rw*neBl 

Subcommittee on lovest^atloM 


From: Moskowitz, Kara 

Sent: Tuesday, March 06, 2007 7:36 PM 

To: dgerard@sidley.com; greg.mount@grevwolfC3pital.com; joe.marconl@greywolfcapital.com; Mark Matthews 
Cc: matthew.bieber@gs.com; connie.l(ang@gs.<X)m; 'Shimonov, Roman'; 'Robertson, Andrew X'; Sharp, Gaelyn; 
Saini, Rhea 

Subject: Timberwolf I, Ltd. Prdiminary Wering Orcular 

in connection with the Timberwolf I, Ltd. transaction, attached please find an initial draft of the Preliminary Offering 
Circular. As we would like to print early next week, we would appreciate it if you could submit your comments by 
the end of the day on Thureday, March 8th. 

Please note that this version is being distributed simultaneously to all parties, and that it therefore remains subject 
to revision and review in all respects. 

Best regards, . . 

Kara 


KARA MOSKOWm 

ORnicK, & aiiTCMFre up 

F1?TH AVENUf. 

NW YOSK, W 
t«l nfift-S.IOS 
{2.U) SOA-SJ.Si 
krnci{.t{bvvit 28 Pof!'tcl<.f;r;m 


This email has been scanned by the FrontBridge Email'Security System. For more information please 
visit http;//www.frontbridge.conv'solutions/message_security.php 


IRS Circular 230 disclosure: 

To ensure compliance with requirements imposed by the IRS, we inform you that any tax advice 
contained in this communication, unless expressly stated otherwise, was not intended or written to be 
used, and cannot be used, for the purpose of (i) avoiding lax-related penalties under the Internal Revenue 
Code or (ii) promoting, marketing or recommending to another party any tax-related matter(s) addressed 
herein. 
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NOTICE TO RECIPIENT: THIS E-MAIL IS MEANT FOR ONLY THE INTENDED RECIPIENT OF 
THE TRANSMISSION, AND MAY BE A COMMUNICATION PRIVILEGED BY LAW. IF YOU 
RECEIVED THIS E-MAIL IN ERROR, ANY REVIEW, USE, DISSEMINATION, DISTRIBUTION, 
OR COPYING OF THIS E-MAIL IS STRICTLY PROHIBITED. PLEASE NOTIFY US 
IMMEDIATELY OF THE ERROR BY RETURN E-MAIL AND PLEASE DELETE THIS MESSAGE 
FROM YOUR SYSTEM. THANK YOU IN ADVANCE FOR YOUR COOPERATION. 

For more infonnation about Orrick, please visit htlp://www.orrick.com/ 
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From: 

Sent: 

To: 

Subject: 


Bimbaum, Josh 

Tuesday, May 15. 2007 9:21 AM 
Swenson, Michael 

RE; Goldman Sachs ABS Commentary 5/14 (external) 


What a beautiful quote. 

Original Message 

From: Swenson, Michael 

Sent: Tuesday, May 15, 2007 7:01 AM 

To: Lehman, David A.; Sparks, Daniel L; Birnbaum, Josh 
Subject; Re; Goldman Sachs ABS Commentary 5/14 (external) 

I would characterize this as a great opportunity to be constructive on the market 

Original Message 

From: Lehman, David A. 

To: Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh 
Sent: Tue May 15 06:55:07 2007 

Subject: RE: Goldman Sachs ABS Commentary 5/14 (external) 

Given the sizeable short interest in ABS/subprime mkt it does not surprise me that short 
covering is pushing spds tighter 

Not sure I would enter new longs here 

— - — ^Original' Message 

From: Sparks, Daniel L 

Sent: Tuesday, May 15, 2007 6:47 AM 

To: Lehman, David A. ; Swenson, Michael; Birnbaum, Josh 
Subject: FW: Goldman Sachs ABS Commentary 5/14 (external) 

Is this a head fake or does this make you bullish on all spread product 

Original Message 

From: Chin, Edwin 

Sent: Monday, May 14, 2007 10:20 PM 

Subject: Goldman Sachs ABS Commentary 5/14 (external) 

Incredible as it may seem, the subprime mortgage slump is already distant memory for some. 
It's been two months since the ABX market plunged amid worries about a housing meltdown, 
and already, investors (and some dealers) are beginning to get "complacent” again. Blame it 
on the COO bids, but with subptime production projected down 40-60% from Last year's 
level, appetite for spread products triumphs any risk concern in the marketplace right 
now. ABX Index is trading higher as dealers short covet their single name positions after 
a month of range-bound trading. Flows continue to weigh toward better seller of protection 

- longs outpace shorts by 3 to 1 as CDO demand has been robust the last two weeks. While 
warehouse activities might be slow, many CDOs are still looking to finish up their ramp 
post-closing. Other notable trends/themes: 

1) I estimate BWIC's hit ratio to be about 25%. Few names trade as CDOs all gravitate to 
the better 05/07 names in the market. While there were 500mm-lbn of single-name CDS out 
for the bid each day, reserve levels remained out of reach for roost dealers, and the 
majority failed to trade. 

2 ) With DOW at all time high, the bears have been largely standing on the sidelines. The 
protection buying euphoria has faded to a certain degree, but mostly because hedge funds 
have expanded their playground beyond subprime - already CMBS/CLOs are showing some 
cracks . 


Wall Street <fi The Financial Crisis 

Confidential Treatment Requested by GotdjT^^^^RepoirtTootnot^l59j^^^ 


Permantot Subcoremitte* on Investigations 


GS MBS-E-012553986 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 00962 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




959 


Footnote Exhibits - Page 3217 

3) The basis between seasoned 05/newer 07 production and weaker 06 names continues to 
expand. 

4) Cash bonds are beginning to catch a bid in the market as many single names fail to 
trade because of tight levels. Flows have ‘picked up last week as we sold over ?200MM 
A3/BBB+ paper. We continue to recommend investors buying cash bonds outright and/or 
buying protection to take advantage of the inverted basis. 

As for trade idea, at the current spread levels, there is no obvious fundamental trade. 

We recommend putting on basis trades and capital structure trades that provide positive 
carry. For exairple, buy weaker 05/06 single-As like WMC and NC that are trading north of 
+200bps while buy protection on single-As that are trading below +90bps. For those who 
believe in convergence and high correlation these paired trades can pick up significant 
spreads in most scenarios. Also, for those who might have missed the opportunity to buy 
protection back in December/ January, this is a very good entry point to load up on single- 
name protection that trades significantly cheap to the index. 

Closes, were; 


ABX.HE.07-1 Closes 



Price 

Spread 

Change 

AAA 

99-24 

14 

-4bp 

AA 

99-14 

31 

+0bp 

A 

95-16 

196 

-4bp 

BBB‘ 

79-09 

857 

+4bp 

BBB- 

■ 73-08 

1229 

-20bp 

ABX. 

HE. 06-2 

Closes 



Price 

Spread 

Change 

AAA 

99-24 

17 

-4bp 

AA 

99-16 

33 

+0bp 

A 

96-16 

159 

-4bp 

BBB 

84-00 

685 

-12bp 

BBB- 

• 77-04 

1055 

-44bp 

ABX.HE.06>1 

Closes 



Price 

Spread 

Change 

AAA 

100-08 

12 

-Ibp 

AA 

100-00 

32 

+0bp 

A 

90-28 

97 

-4bp 

BBB 

94-12 

380 

+0bp 

BBB- 

■ 90-10 

661 

-22bp 
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Overview of Structured Products 
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(ioiUiuait 

Sudis 


structured Product Themes in 2006 


Growth of COS and Synthetics market 
Growth of global distribution 
Continued spread tightening 
Issuance outside of USD 

Limited number of credit events/distressed opportunities 
Growth of lower credit collateral pools 
Reduced subprime ABS supply 
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tiiililiiiaii 

Saflis 


Structured Product Spreads 

As of April 2006 


Awraae Lite 


Credit Card 

AAA 

-3 

-1 

3 

8 

(floatino) 

A 

- 

10 

16 

30 


eea 


21 

30 

48 

Student Ueans 

AAA 

-3 

0 

4 

6 


M 



_ 

20 

Alt-A RtSi 

AAA 

10 

22 

38 

_ 

tfleadns) 

A 

- 

- 

67 

- 


BBS 

_ 


135 

_ 

Subprima 

AAA 

10 

22 

3S 


(floadna) 

A 

- 

- 

85 

- 


BBB 

- 

- 

130 

- 

CLO 

AAA 

- 

- 

- 

25 

(noattnd) 

A 

- 

- 

- 

75 


BBS 

_ 



175 

ABSCDO 

Super Senior AAA 

_ 

- 


25 

(floatino) 

SgtHnllnate AAA 

- 

- 

- 

45 


A 

- 

- 

- 

140 


BBS 

- 

_ 


300 
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<iui(inian 

Sachs 


Asset-Backed Security: A Definition 


■ A security. Is bankruptcy remote from the sponsor/originator of the underiying assets 

■ Ks aeditwor^iness is drived from the performance an isolated collaterat pod 

■ While tf)e market is primarily rated triprfe-A sin^-As and iripie-5s account for about 10-15% of issuance 

■ Itte majority of structured products transactions are cdlateralized by: 

- Residentid real estate 

- Credit cards 

- Autos (loans, leases artd dealer fioorplans) 

• Student loans 

> Equipment (loans artd leases) 

- Stranded costs (cashflows resulting from the deregulation of the power industry) 
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(iiiliJinaii 

haclis 


ABS and the U.S. Fixed Income Market 


■ The ABS market now represents 8% of the $24.7 trllhon public U.S. fixed income market . . . 


Composition of U.S. Fixed Income Market Non-COO ABS Outstandings by Asset Type 


ToUl: $24.7 Trillion 
Soune: Send Wwiret A*ioerer*9n (200S Q3) 


ToUl: $1,9S5.2 Billion 

Sowree; Sontf Mvfcef AiwcWfen (300S 04) 


6 




ConfidenttBl Treatment Requested by Goldman Sachs 


GS MBS-E-010067487 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 01020 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




1017 


Footnote Exhibits - Page 3275 


flillllS 


Rapid Growth in ABS Issuance 

Led by Home Equity 



1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 

Proj 

is Cards s Autos □ Home Eq q Stud Loans ■ Other I 


Sourcv: Bond MtrksI Aiwelallon (2005 Q3) 
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RcdadMibytlit^raiBcnt 

SabeommltteeoolBv^^w 


lillKIinail 

S:irtis 


ABS Outlook for 2006 


- Heavy issuance e^qsected again In 2006 



- Expect spreads to remain firm across sectors over the near term 

• Demand for ABS paper from CDOs 

« Rising economic activity 

• Improving consumer credtt/coHateral performance 

• Home prices 

- Expect to see further Innovation in structures artd enhancements vrith appeal to audience 

> Synthetic ABS product will grow rapidly 

. Bespoke tranche trades 

• Indexes 

• Single^ames 
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Key Trends in the Subprime Market 


■ Spreads tightened to historicatly tight levels through most of 2005 

- T^htening occurred across the capital structure 

- Driven by strong credit kirtdamentels and demand tectviicals 

■ Starting in tite tell of 2005, a strong bid for protection resulted in signiticant spread widening in loweroted tranches of 
home etkJity ABS 

- Six-ead widening largely confined to subprime 

- Largely coifined to single-A end triple's tranches 

■ Demand side; 

- Record CDO issuance 

- Strong demand from traditional structured product Investors (money managers, banks, insurance, companies} 

~ Growrig international interest 

■ Protecti^ buying side: 

- Macro hedge funds with negative views on U.S- housing ^ces and consumers 

■ Factors driving fundamental credit conditions delude; 

- Home price growth 

> interest rates (and rate resets) 

- Unemployment 

• Lending competition (driving prepeyments) 
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(iuUltmul 

Siichs 


Definitions: Subprime vs. Home Equity 


■ Subprime is often conftised v^th Home Equity, since tftere is considerable overlap between ^e two definiUons, and 
the terms are often used interdiangeably 

■ Subprime is a sjbset of Home Equity 

■ H^e Equity includes: 


- 1 St Lioi SiJa^me Loans (tartest part of securitized Home Equity market) 
~ CtoB^ End Sectxids (CES) and HELOCs 

- High LTV Loans (LTV > 90%) 
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savUs 


Why has subprime surged in popularity over the past 
few years? 


■ Attractive Spreads, DivM'Sificatlon of C^lateral, C^latM'Bi Performance 

- investing in subprime allows investors to avoid much of the prepayment risk and the negative convexity that is 
associated ^th agency mortgage product 

- Earn additional spread by taldng exposure to diverwfiad credits 

- Can obtain High Quality AAA floaters at attracth^ spreads 
-> Excellent Liquidty 

•> Event risk protection relative to corporates 

> Wde variety of structiring options allows risk profile to match risk appetite 

- Low spread vdatility 
Ratings stability 

> Portfolio diversification 


The following table compares generic subprime spreads with other spread product 

Tvp« CoH«>»ai< Ci»<m RaSng Ayg Uf> 8 dw< fc> LiBOB 

{aeqf 1/12/2006>: - ^ .'X . 


Subprimg Flwrtsr • ^ . 

, subprtiT*!# J . . .. 

MBS PtiXhni (Slid) FNCL9 Assncy wrap 
Agency PAC PAC/SOyr 5 Agency wrap 
Agency Saquentfal 5.0/S.0 Aganey wrap 
Agancy CMO Ffostar offFNS 
Aganey Hybrid 
Aganey Bullet 

Vumbo M88 Paaaihru 5.5% Fixed 
MTA Floater 


Mora • WruAraf/va onty 


Agency wrap 
PN $/t 5% Aganey wrap 
FtMA $ yr Agartcy wrap 

- 




ImL * 42 
lml.*20 
1mL« 105 
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(iiMinaii 

Miclis 


Diversity of Subprime Investors 

Significant Increase Over the Past 3 Years 


2002 AAA 
investors 


Breakdown of purchasers of GSAMP deals 





2002AAU)rough 
8B5 Investors 


■ AAAs 

- Agency participation has decreased as more AAA buyers have emerged 

- Them has Been increased demand for LCF AAAs from COOs 

- International demand has accounted for as much as 40% of AAA demand recently 

■ 88B; COOs have been a big buyer of BBB tranches recently, buying up to 90% of 6B6 bonds in 2005 



17 


ConfidenUaf Treatment Requested by Goldman Sachs 


GS MBS-E-016067499 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01027 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




1024 


Footnote Exhibits - Page 3282 
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Agenda 


structured Products Market Overview 


Structured Products Synthetics 


ABX and CMBX Indices BMW 

Synthetic Structures 


Abacus Program 


Appendix 
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(iulilinan 

SJU'IIS 


Overview of ABS Credit Derivatives 


- ABS CDS Is the most exciting development in the ABS Market’s 20 year 
history 

- Permanently changes how we invest, hedge and transfer risk 

- In just 18 months the market has become BIG and REAL 


- Key drivers of growth; 

- Development of Standard ISDA document in June 2005 

- Positioning by dealers in making ABS CDS an actively traded two-way 
market 

- Recent release of ABX Index products 


1S 
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(iiHiiiiian 

SiH'lis 


Overview of Structured Product Synthetics 


- structured product synthetics are credit derivatives referenced to a single 
underlying structured product security or to a basket of underlying 
structured product securities 

. RMBS 

• CMBS 

• CDOs 

• Credit Card ABS 

■ Student Loan ABS 

- Market activity has been concentrated in real estate-related sectors of the 
structured finance market (i.e., RMBS and CMBS) 

- Structured product synthetics consist of: 

• Single-name CDS 

• Basket Trades 

• Levered Synthetics 


20 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-Oie067502 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 01030 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 TXT SAFFAIRS 


PsN: PAT 


1027 


Footnote Exhibits - Page 3285 




Advantages of Structured Product Synthetics 


- Not limited by availability of cash bonds or dealer inventory 

• Gain exposure to cashflows not readily available In the new-lssue or 
secondary markets 

• Ramp up a CDO quickly and efficiently 

- Ability to short structured product securities 

• There is a relatively undeveloped repo market for shorting cash securities 

- Can be used to hedge origination/whole loan pipelines 

- Potential to create customized and diversified exposures 

• Can be levered or un-levered 

- Ability to trade unfunded credit exposure to temi 
■ Basis trades (i.e. CDS vs. Cash bonds) 

• Capital structure trades (i.e. long BSs vs. short BBSs) 
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liotdinaii 


structured Product CDS Sample Terms 


- Primary Features 

• Reference obligation: Designated tranche of an existing transaction 
(specified CUSIP) 

• Term trades (the life of the swap mirrors the life of reference obligation) 

- Payments 

• Fixed rate (paid by protection buyer): CDS premium, ACT/360 basis, 
paid monthly / quarterly 

• Floating rate (paid by protection seller): Upon the occurrence of a credit 
event, the cash settlement amount 

- Notional Balance is adjusted as follows: 

• Reduced by principal paydowns 

• Reduced by write-downs (realized losses) 

- Interest Shortfalls 

• Partial or full transfer of interest shortfall risk 
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(ii)lilliuui 

Mulls 


Key Market Participants 


Buyers of Protection 


Sellers of Protection 


Hedge funds 
Arbitrage accounts 

• Fixed income 

• Equity 

Whole loan originators / traders 
Dealers 

• Flow trading desks 

• Proprietary desks 

Money managers 

Banks / asset funding 
counterparties putting on 
negative basis trades 

Insurance companies 


- CDOs 

• Synthetic 

• Hybrid (part cash / part 
synthetic) 

- Hedge funds 

- Arbitrage accounts 

• Fixed income 

• Equity 

- Money managers 

- Dealers 

- Insurance companies 
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(iniliinati 

SUfllS 


Liquidity in the Structured Product CDS Market 


- The structured product CDS market Is a newly emerging market, with current 
outstanding notional estimated at 200+ BB. 


• Current Single-Name CDS bid/offer 

■ 2 bps on AAA reference obligations 

■ 3-Sbps on AA and A reference obligations 

■ 10-20bp area on BBB and BBB- reference obligations 


- Liquidity is improving rapidly - primarily in the CMBS and RMBS sectors - and Is 
expect^ to ultimately surpass llquidtty in the cash market 

• Standardization of confimr - ISDA 

• Introduction of subprime RMBS and CMBS indexes 

• Expansion of the inter-dealer market 
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liolfiiniiii 

mkHs 


The CDS/Cash Basis 


- The CDS/oash basis measures the differential between spread levels in the cash and 
CDS markets 


• CDS/Cash Basis = CDS Spread - Cash Spread 

• When CDS spreads are tighter than cash spreads, the basis is deemed to be 
"negative” 

■ When CDS spreads are wider than the cash market, the basis is deemed to be 
■positive" 


- The CDS/cash basis is driven by: 

• Supply/demand for protection 

■ Amount of interest shortfall (or cap risk) transferred 

• Contract optionality 

• Funding and leverage costs 
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•• Redacted by the PcrmiMBt 
SabcammfNee oa Isvcit^dM* 


iioliliiiaii 

SiK’IIS 


What Trades Has GS Executed? 


Goldman Sachs has traded in excess of $75BB notional In subprime RMBS and conduit 
CMBS 


- RMBS: AAA through BBB- 

■ 80% BBB and 8BB- 

■ 10% A 

■ 10% AAA and AA 



- GS both buyer and sellar 

- Trade size with individual counterparties has ranged from $10MM to $1+BB 
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Subcommittct on Invest^itions 


NU'liS 


Trade Themes 


- Express Capital Structure views via CDS 

- Speculate on home prices and subprime borrower performance 

- Single name COS vs. RMBS Index CDS 

- SP CDS vs. Corporate CDS 
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liDidmaii 

SilClIS 


ABS CDS: ISDA Publications 


- June 2005: ISDA Publishes Confirmation for "Credit Derivative Transaction 
on Asset-Backed Security with Pay-As-You-Go or Physical Settlement 
(Dealer Form)" 


- Form designed primarily for use with RMBS and CMBS Reference 
Obligations 


- January 2006: ISDA Publishes Revised Confirmation for "Credit Derivative 
Transaction on Mortgage-Backed Security with Pay-As-You-Go or Physical 
Settlement (Form I) (Dealer Form) 
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iioitnniHi 

Nailis 


Characteristics of Structured Products CDS 


Refarence EniSy / Reference ObBgetion 

References Corporate Entity and Related 
Reference Obligation 

References Specific CU^P Asset Backed 
Security (RMBS and CM8S) 

Document Btlon 

ISOA Documents 

I8DA Documents- Tsy-as-you-go’ (PATQ) 
Dealer Form 

Nottonel 

Constant 

Reduces upon Amortizallwts and Vimiedowns 

Scheduled Termination 

3, S, 7 or 10 yeare 

Legal Flnat Maturity of Reference Obiigatton 

Payment Frequency 

Quarterly 

Payment Frequency of Reference OUlgaion 
(ly^cally Monthly) 

PrenHum / Fbced Rate 

Fixed at inception 

Fixed at Inception; Apfusted Ipr 
' tntanisi snonfiias and Reimbursemems 
• Step-up of Reference ObUgatlon Coupon with 
Buyer's Option (or Tear-up* 
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(ioidniaii 

SacDs 


Characteristics of Structured Products CDS 


Credft Events 

• FMure to Pay 

• Bankruptcy 

• Restructurlno 

• Failure to Pay Prtncipat 

- Wittedown (Prlndpat toss) 

- Distressed Ratings Downgrade 

Conditions to Seitlemem 

CredH Evert Notice & Notice of Publlcty 
AvailaUe intofmailon 

Calculation Agent Notifies of Interest Shortfall 
or U9SS Evert based Trustee Reports 

Interest Sttoftftts 

- Not Api^icable 

• Fixed Cap: Up to the Fixed Rate 
-Variable Cap; Up to LIBOR plus the Fixed 
Rate 



• No Cap: Full coverage 

SetUement Methods 

• Usually Single Seoiement Oaie 
- Pftyslcat Settlement 
•Cash SetUemanS (dertar poll vahwlion 
process on speoitiM R^rence OMgation) 

- PAYG Settiamert (aciuat losses on 
Reference Obligation only) 

- Physical Setilemert 
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(iuKttniin 

Sadis 


Characteristics of Structured Products CDS 


Physical Settiement 

• Deliverable Obligations 

ObtigsUons vrtIMn Specified Parametera 

Reference OtAgation Only 

Physical Ssttiemem 

• Settlement Period 

Notice within 30 catender days foflowring Event 
Oeteimlnalion dfle 

Anytime a CredH Event 

Vsiuatlon Methods 
(IT Cash Settiement] 

Dealer PoK Based on Spedtied Elections 

• Not Applicable 

- Multiple PAYG Payment of Actual Loss 

Assignmem 

•Available, subfed to eounterpaity eppnrval 
•iSDA Novetlon Protocol 

• Available, subject to counteipaity approvBl 
■ISDA Novation FYotoeof 

Peymeni Flown' 

^erlo Seller 

Selerto Buyer 

Buyer to Sellar 

Ftxod Amount 

AMiliemal Fixod Amounts 

• imarast Shoitfall Reimburaemeffl Amt 

• Wittedcnvn Reimbu'Mmenl Amt 

• Prtndpal Shortfall RelrTrtMrsemenl Amt 


Lost Amount 

Sauer to Buyer 

Ptoafing Amounts 

• Interest Shoitfall Amt 

• Wihedown Amt 

• Prtndpal Shortfall Amt 
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(iohlimni 

Siidis 


Interest Shortfall 

An Illustration 


m Assumptions 

- Referwjce Otttgation Cwjpon: Miremum (L+400 bps. ^0%); 10% is Available Fund Cap 

- Fixed Rate: 200 bps 

Scenario 

- Refer^ce Obiigation fails to pay its entire m a givw^ payment date, i.e. Interest Shortfall Amount 
is L+400 bps 

■ interest Shortfall Cap: Fixed Cap Applicable 

- Interest Shortfall Payment Amount * Mir^mum (Interest Shortfall Amount. Fixed Rale) = (L+4Q0, 200 bps) 
8 200 bps 

- Seller's Net Payment a 0 bps 

■ Interest Shortfall Cap: Vari^e Cap Applicable 

- Interest Shortfati Payment Amount » Minimum (Interest Shortfell Amount, L + Fixed Rate) * (L+400, 
L+200 bps) s L+200 bps 

- Seller's Maximum Net Payment s l bps 

■ Interest Shortfall Cap: Not Applicable 

- Interest Shortfell Payment Amount = Interest ^wtfal! Amount * L+400 bps ' 

- Seller's Maximum Net Payment ■ L+200 bps 
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Related ISDA Publications 


- ISDA anticipates future publication of one or more template Confirmations 
for use with other types of asset-backed securities 

- CDOs 

- Student Loans 

- Credit Cards 

- ISDAAsset-BackedCreditDerivativesDefinitionsof2006.,,.l 
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<i(i!0iuan 

Midis 


Agenda 


structured Products Market Overview 
Structured Products Synthetics 
ABX and CMBX indices 
Synthetic Structures 
Abacus Program 
Appendix 
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(iiil(tinaii 

SilCllS 


The New ABX/CMBX Indices 


■ CDS indexCo 

- Owns and maintains the D4 CDX family of credit default swap {CDS) Indices 

- Between $25 and $50 tuition of CDX notional volume traded daily 

- Introduced second generation products such as index tranches and index options 


■ CDS IndexCo will apply a defined set of rules in order to construct a portfolio r^resentative of each structured 
product sector's cumenl market 

- ABX.HE began trading on January 19, 2006, and CM8X.NA on March 7, 2006 


The ABX and C MBX Indices 

ABX liidicer]||^^^|i|||||||||||cM^^ 



Scurca; Ootdman Sadts, A8X.HE' Launch Presentaiton: ABX rndlcea: TTw rvaw t/5 Asset Backea Onon OefaM Swap Benchmark 
Indicas (COS inCaxCo LLC) 


Notes: 

1 . ASX, and CMBX.NA are service marks of CDS InoexCO LLC end have been lloensed by Ootdman. Sachs & Co. 

2. The A6X.HE and CMSXNA indices reterenced herein Is the property of COS tndexCO LLC and is used under license. The 
trsnsactions described herein are not sponsored, endorsed or promoted by CDS IndexCO LLC or any of its members, other 
than Goldman, Sachs & Co. 
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(iulUimil) 

Silfhs 


The ABX.HE and CMBX Indices 

Highlights 


■ ABX.HE refer^ces 20 HEL ABS abligations and CMBX references 25 CMBS obligations 

■ The Indices comprise five subindices: AAA, AA, A. 8B6 and BBB- 

■ Each subindex, In turn, includes 20 Subprime Home Equity bonds or 25 CMBS securities 

- The refeiwice (ligations in each subtndex comprise bonds at different rating levels 

- Bonds in esdi »jbindex ere selected from the same set of reference entities 
• Every »x months, the Indices will be reoonstituted using the same criteiia 

■ On January 19. 2006, the ABX.HE began trading 

- As of March 27, we estimate that more than SSO.Obn of trade noticxial has been executed on the ABX.HE indices 

- Goldman has executed more than S17.0bn of trade rK>don8l 

■ On March 7, 2006, the CMBX Index began trading 
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nnblinaii 

Sill'llS 


The ABX.HE and CMBX Indices 

Key Features & Investment Considerations 
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iilfHrtmiin 

sjkhs 


The ABX.HE and CMBX Indices 

Participants 


« Liquidity management tool 


Quick credit exposure / 
hedging 

Credit dNerefflcabon tool 





O Relative value trades 

« Olrecfroneltradtng/fflacra 
j ^ew 

e Rtfative value trades 

« OIrectlottal trading 




Variety of Investors looking for 
diversified sub-prime home equity 

A63 orCMBS exposure 




« Suitable (or portfolio hedging 
e Easy rsm^up 

« Easy eccasalodlverelfiod 

US fubprtmo home-equity 
eivosure 


Source of credit epread di 


Benchmark (or product 

innovation 

Flow freeing 


Source; Oofdman Sachs, ASX.HE Launch Presentation: ABXIndMa: The New US Asset Becked Credit Default Swap Benciimartr 
Indices (CDS IndexCo); OoWman Sachs, CMBX Launch Presentation; CM8X indices: The New US Commercial Mortgage 
Becked Credit Default Swap BerKhmerk Indices (COS IndexCo) 
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The ABX.HE and CMBX Indices 

Construction Criteria 


Portfolio Selection Criteria 






20 de^s In basket, with a new ABX.HE 
series expected to be laun^ed 
approximately every 6 months 


26 deals in basket, with a new CMBX series 
expected to be launched af^xlmatety every 6 
months 



Each deal must have a maximum average 
FICO equal Id 660 





Each tranche must have settled within 6 
months of the mil dale 


Each tranche must have settled wiOtin 2 years 
of the toll date 



Reference obligations equaUy weighted by 
initial par amount, with subsequent 
weightings evoMng as a function of 
prepayment and credit experience of 
undertytng transactions 


Referance obtlgatlons equally weighted by 

Initial par amount, wnn subsequent weightings 
evolving as a function of prepayment and credit 
experience of underlying transactions 



The pool must consist of at least 00% first 
lien loans 





-Limits same orlginalorto 4 deals 


-Umlts same slate to 40% 



-Limits master servicer to 6 deals 


-Limits same property type to 60% 



SSOOmm 


$700mm 



Each tranche must Rave a weighted average 
life of 4-6 years as of the Issuance data 
(except AAAs which must be greater than S 
years) 


With respect to cmbx.na.aaa omy, expected 
weighted everage life mu» be greeter than 6y 
end less than I2ycaiculstad using a 0%CPY 


Source; OoWmsn Sachs, ABX.HE Launch Presentation; Aaxtndtcer Tbo New US Asset Backed CredS Default Swap Benchmark Indioas (COS 
inciexCo); CMBX Launch Prasentatlon: CMBX Indices: The New US Cottmercia} Mortgage Backed Credit DefeuK Swap Benchmark Indices 
<CDS IndexCo} 


40 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-016067522 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 01050 


Fmt6602 Sfmt 6602 


P:\DOCS\66051 TXT SAFFAIRS 


PsN: PAT 


1047 


Footnote Exhibits - Page 3305 



Note; AH flnsrtdal Informatlart and other data shown are for Illustrative purposes only and are not imended to represent an aauai 4i 

transaction 
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CMBX Markets 

Indicative Run on Bloomberg (as of April 12, 2006) 



Note: Ail financial infomailon and other data shown am for Illustrative purposes only and are not mended to represent an actual 42 

transaction 
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Growth in Loan Types underlying the ABX Indices has 
fueled the Growth in the Mortgage Market 
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(initiiiulii 

MHllS 


Update on ABX.HE Trading Activity 

From 01/19/2006 to 3/31/2006 


■ Trading activity out of gates was heavier than anticipated 

■ GS executed more dian 3 dozen trades cm the first day of trading vwth volume exceeding SI .{%>n 

■ To date. GS has traded ntxth of $1 7bn of the Indexes more than 50 different cocmterparties 

■ Trade sizes have ranged from $5mm*$1bn, wt^ the average trade size around $35mm 

■ Trades have occurred on both sides of each Index (AAA, AA. A, BBB, BBB-) 

m Flows (by volume) have been heavier in the A BBB and BBB- Indexes, altt^ough size trades have occurred in every 
part of the capita! structure 
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(lOidnian 

N’ ■ , 


GS Transactions in ABX.HE Indices'* 

From 01/19/2006 to 03/31/2006 


GS Trade Volume by Participant Type GS Number of Trades by Participant Type 



’ Source; Goldman Sadis 
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GS Transactions in ABX.HE Indices’* 

From 01/19/2006 to 03/31/2006 


GS Trade Volume by Rating 


GS Number of Trades by Rating 



’ Source: Goldman Sachs 
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(iuliliDaii 

SmcIis 


Trade Ideas using the ABX.HE Indices 


■ Bearish view on houelng/concumers: 

> Customers wiUi this view have been selling the Index (shoiing credit; buying protection) at the A, BBB. and BBS- 
level 

■ Credit stsepener trades: 

> View is that credit curve will steepen with adverse developments for subprime credits 

> Fund shorts by selling protection higher in the capital structure 

> Most common: BBB- vs BBB, BBB vs AAA 

■ Transition Management: 

> Investors wth cash to invest (or risk to add) have used the index to gain exposure to home equity sfxeads while 
they remp up »ngle-name or cash positions 

> Investors can scale out of the index as they put new cash to work (or add risk) 

■ A6S Basis trades: 

> Trading single names or ca^ vs the Index 

> Can structure positive carry trades or express leveraged views on particular names 

> Index arbitrage 


Note: Past results are not Indications ol hjture perfomianoe 
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riohiiiiHii 

SiH'llS 


Trade Ideas using the ABX.HE Indices 

Continued 


■ Hedging mortgage credit risk: 

> Orlginatcns have sold the index across the capital structure to hedge their origination pipelines 

> Originators or investors with positions in residuals have sold the BBB and 6BB- Indexes to 
mitigate risk 

> Some <»1gln8tors view BB6/BB8- protection as cheap to mortgage insurance 

■ ABX vs corporate credit: 

> Hedge funds have traded BBB/BBB- vs correlated corporate credit such as consumer portion 
of COX 



NOI0: Past results are not Indlcattons or future psrforrnanca 


49 


Confidential Treatment Requested by Goldman Sachs 


GS M8S-E-018067531 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01059 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


1056 


Footnote Exhibits - Page 3314 


(ioNiimni 

suiiis 


Trade Ideas using the ABX.HE Indices 

Continued 


m ABX vs Equities; 

> Equity accojrits and macro hedge funds have used the Index (primarily BBB and BBB-) to hedge ^ 
residual risk in originator stocks 

> Short is funded by high dividend yield 

> ABX and equity housing indices such as the Ph^adeiphia Housing Index (HGX <lndex>) have become 
more correlated 

• Tranchlng: 

> Significant interest/inquiry in tranches 

> Standardization, pricing, end liquidity should take time to evolve 
m Options: 

> Hedgers have expressed interest in options strategies to mitigate risk 

> Simitar in construction to options on COX offrendy traded 


Note: Past results are not indications of future petfotmence 
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rioidtnaii 


Agenda 


structured Products Market Overview 

Structured Products Synthetics iHUMMlftHi 

ABX and CMBX Indices Mlf 


Synthetic Structures 


Abacus Program IWili 

Appendix IMMtti 
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Structured Credit Tranches 

Subordination and Tranche Size 



m Structured credit relies on two key principals; 

- Subordination 

• The measure of losses that must ocorr svithin a 
portfolio before a tranche is at risk to loss 

• Tranche aize 

• Reflects the notional (vaiue-at-risk) of a 
structured credit .investment 

■ In this example, the first toss tranche size is $30mm 

- $30mm of reference portfolio losses would need to 
occur before the second-loss tranche is subject to 
loss 

- Investors can thus create ‘credit enhancecT credit 
exposure through the use of subordination 

■ Tranche size is also a measure of leverage 

- For example, an investor may wish to invest 
$60mm into the same 3% first loss tranche - and 
thus would reference a portfolio of $2bn ratfier than 
Sitvi 

■ Combined with tranche size, varying levels of 
subordination enable investors to tailor both the 
structural leverage and the risk/retum profile of their 
investment 


IlluttnOve only - diagram net le acah 

nsese s«e the draft traneaction Confirmaewi for Mi detafle of Sade machanica. Ai matertele oontelnad heroin are for dienraston purposes onf/ and will be 
superseded ^fuil legal Movinemetion nths event the partlee decide to enter Into enytransaciion 
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Structured Credit Tranches 

Rating Tranches 


I Investora can create rated 'credit enhanced” wedit 
exposure through the use of subordination 

- In this example, the AAA rated tranche 
subordination is 10% {$100mm) 

- $1(X)mm of reference portfolio losses would need 
to occur before the AAA tranche is subject to loss ' 


I Tranche size is a measure of leverage 

- In this example, the AAA rated tranche size is 3% 
($3(^m) 

- Once portfolio losses reach 10% ($100mm), the 
tranche can vwthsland an additional 3% ($30mm) 
portfolio losses before eidiaustion 

- An investor may wish to invest $60mm into Bie 
same 3% AAA tranche • and thus would reference 
a portfolio of $2bn rather than $1bn 


llluftmttve enty - dltgrwm net (a ecale 

PleM« see the draft traneaetlon Confirmation (or fuS oetaHe otttade maehanica. AU maladafs eomainad herein era for discvselort purposea onfr and wiU be 
aupataaded by full legal documentation in the event die partiea decids to enter into any transaction 
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Snells 


Structured Credit Tranches 

Cash CDO vs. Single Tranche 


Single Tranche Mechanics 

■ Investors customize tranche 
return ^flle by specifying 
trance subordination and 
tranche size 

• investors can e^ate rated 'credit 
enhanced" credit exposure 
through the use of subordination 

' In this examfide, the AAA 
rated tranche subordination is 
t0% (SlOOmm) 

- SlOOmm of reference 
portfoilo losses would rteed to 
occur before the AAA trandre 
Is subject to lo» 

■ Trance ^ze is a measure of 
leverage 

- In IMS example, the AAA 
rated tranche size is 3% 
(SSOmm) 

- Once portfolio losses reach 
10% (SlOOmm), the tranche 
oan withstand an additional 
3% (SSOmm) portfolio losses 
before exhaustion 


Cash CDO 



Single Tranche 


• Reference portfolio com(»lsed oi COS 
m Single tranche piBcament 

■ Direct ca^ow through credit default swap 

■ No unwind triggers 

■ Investment in note or swap foim 



HHieMttlve only - nor en ectuai Pa/isaction 
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Structured Credit Tranches 

Benefits of Single-Tranche Synthetic Securitizations 


m inoeasing liquidity in the single name CDS market enables creation of pure bespoke synthetic structured rn'oduct 
CDOs 

■ investors can harness this new product to build customized synthetic structured product portfolios 
' Not iimited by new issuance calcar and bond allocations 

- Not limited by ca^ bonds in dealer inventwy 

- Customized by sector (e.g.. RMBS, CM8S, ABS), rating, vintage, servicer, etc. 

■ Investors can tranche the synthetic portfolio and meet various investment objectives via structure 

- Rating of investment 

- Degree of term leverage 

- Spread 

- Currency denomination 

■ Credit-tinked notes issued in such synthetic transactions are usually uncapped and cannot defer interest, even 
though many of the underlying reference obligations may have embedded caps and/or may be permitted to defer 
interest 


Pleua ■«« the dr«1t tran«*cflon ConArmiSon tv Art 0«taM of ead« mwhviiet. All miurlM eonWnoo horafn are for Olaouasion purpoen ont|r tnO w0 be 
■upereeOed by full leget Ommentebon in the event the peitlee OectOe to enlei Into any UanaMion 
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Structured Credit Tranches 

Portfolio Selection Considerations 


■ Synthetic transac^ons have tended to focus on the sectors of the US structured products market that have either 
experienced or are expected to experience the heaviest activity in the single-name strucbjred product CDS market 

- Prime. A!t-A and Subprime RMBS 

- US CMSS Cortduits 

- Structured Produa Cashflow CDOs and CLOs 

- Consumer ABS 

■ Most transactions are diversified across sectors 

- tt is possible to structure single-sector transactiorts (i.e. 100% subpfime RMBS) 

■ Portfolios refererfdng AAA through SB securities can be created, although the bast liquidity is in the double-A through 
triple-B rated layer 

■ Most synthetic transactions focus on 2004, 2005 and 2006 vintage structured finance 

■ Reference portfolio can be static or dynamic, subject to constraints customized to investor requirements 


s«« the draRt-aniacSon Confirmation tor fun Mata of saSvmeehanin. AlniBitflMcoiitainwJhwsinMefordlMuteion pufpoaaaontyandwSbe 
aupemeded try fun lega* Oocvrmentatlon In the event Q>e paittea decMe to enter Mo any Vanetotlon 
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SUlilN 


structured Credit Tranches 

Tranche and Structural Considerations 


■ After selecting a reference portfolio (or appropriate rules h the case of a dyn»tiic portfdio). ratings can be assigned 
to particular risk tayoe ('‘tranches’] 

■ Investors can select tranche which best meets their investment guidelines with respect to ratings and leverage 

■ Structure and cash flow mer^anics are very ^ilar to corporate single-tranche synthetics 

■ Transactions run to the legal final of the underlying reference obligations (typically 40 years) 

- Most tranches will have a 7-1 2 year expected weighted average life 

- The actual principal amortization of the transaction tracks that of the reference portfolio 

- The average life will reflect any borrower prepaymente/exlensions, credit performance, and Are underlying 
sUucture of the reference obligations 

■ Tranches are usually not subject to caps which may be en^dded in the underlying reference obligalitxns, althou^fli 
the cost of such caps and other embedded options will be reflected in the spread of each tranche 

■ Most transactions indude an optional c^I exercisable after a non-call period 


■ For a customized rated transaction, investment size generally needs to be $50 million or more to justify the fixed 
costs inojrred 

■ Goldman cen offer tranches in liquid currencies other than US dollars 


PfeM« ••• tfM draft tranaaettan Confirmatton for rus daMla of frada macft a nfoa- AB maiartala conialnad herafn ara for dlacuaalon putpoaaa only and wAA ba 
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structured Credit Tranches 

Overview of Credit-Linked Note Structure 


m investor purchases a credit-iinked note (CLN) issued by an SPV issuer (the ‘issuer’), the proceeds of whi^ are used 
to a^iateraiize the notional amount of a credit default swap (CDS) referencing layers of risk of the refemnce portfolio 


■ Golt^an acts as protection buyer under the COS, while the Issuer (and indirectly, the investor) acts as protection 
seiler 


■ Under the CDS, Goldman pays a running premium whi^ covers the spread paid to the Investor as well as upfront 
and ongoing esq^enses of the CLN issuer 

■ investor earns current interest at the staled floating coupon, accrued on the outstanding i^indpal balance of tiie CLN 

■ The junior-most tranche of CLN may have credit enhancement in the form of a subordinated first toss amount 

■ if a credit everrt occurs in respect of a reference obligation, a loss amount is calculated 

■ such loss amount is deducted from the flrst loss amount remaining, if any, after which: 

- The principal of the junior-most CLN is written down 

- Investor loses prindpa! by the amount of such write cfown 

- Goldman is paid protection under the COS equal to the amount of such write down 

■ CLN tranches are written-down by loss amounts in reverse sequential order of priority 

■ Principal amortization (in the absence of credit events) tracks that of the reference portfolio 


Via draft VanHcVon CanRrmaBonrorfu!l detaUa or trade maehai^. M matartala oontatned hareln arafordfaeuaalon purpoaaa only and wfl ba 
■uparasM by full lagal doeofnantaVon in tha avant Via pardaa decide to enter Me eny tranaection 
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i SJKilS 


structured Credit Tranches 

Example Credit-Linked Note Structure Diagram 
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Agenda 


structured Products Market Overview 

Structured Products Synthetics 

ABX and CMBX Indices 

Synthetic Structures 

Abacus Program 

Appendix 
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ABACUS Program 

Overview of ABACUS Transactions 


■ ABACUS is the GS t^nd n^rte fw single-tranche CLN issuances referencing portfolios comprised entir^y of 
structured products 

■ GS cc»npieted 12 pure bespoke single-tranche stnjciured product synthetics since 2004 

■ Since 2004, GS has di^ributed globally approximately $3.5bn of single-tranche CLNs to a variety of buy-and-hold 
investors seeking customized exposures to the US stnictured product market 

■ Through CLN issuance and tranched COS trading, GS traded approximately $21 bn notional amount of structured 
product credit risk 

■ Select sample transa^ns: 

- ABACUS 2005-4: $6.0bn AAA CMBS transaction 

- ABACUS 2005-2: $1 .25bn srngte-A multi-sector transaction 
> ABACUS OS-CBI . $750mm third party managed transadton 

- ABACUS 2005-7: SlOOmm levered supersenkx' transaction 


PItSM 8M tfi« drift Van«aeBon Confirmation for ftin dotatt* of Irodo m o ch dwte d. AS mitdtlolt eontslnod hor^ dr* for (MBunidn pgrpooes ontjr irtd wR) bd 
tiiporaodod ^ full logo) docurnenladon in tho ovont Oio ptrtiei docido to oMor Into onir trwiooedon 
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ABACUS Program 

ABACUS 2005-4: a Static “AAA” CMBS Transaction 


■ $6.0 billion s^ic pcHtfolio of 30 equally sized triple-A CM8S 
reference obligations 

■ GS issued $600rnm of CLNs in »x bespoke tranches rated by 
S&P and Moody's 

■ Trffiisaction illustrates a recurring bteme of taking levered 
exposure to a pc^tfolio of low leverage credit risks 

■ Tr^sacfion that enables investors to take exposure to the 
AAA US CMBS cortduit market on a floating rate basis at 
attractive spreads compared to the underlying ri^ 

■ GS is Gunently working on similar transactions referwidrtg 
portfolios of junior ’AAA* CMBS securities and ‘AA* CMBS 
securities 



lllvslrmthr* 9nly - diagnm n«r ro imM 
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ABACUS Program 

ABACUS 2005-2: a Diversified Single-A Multi-Sector Transaction 


■ $1 .25 billion portfdio with 100 reference obligaiions 

■ GS issued $21 2.Smm of CLNs in five bespoke tranches rated 
by S&P and Moody's 

■ ‘A2” reference portfolio weighted average rating 

■ Portfolio compost of Asset-Becked (10%), CMBS (20%). 
RMBS (55%) and COO Cashflow securities (15%) 

■ Investors take levered exposure to a diversified portfolio of 
singled rated structured product securities with cretfit 
enhartcement protection. Such exposure is rarely available in 
the cash COO market 

a Protection buyer has the right to substitute reference 

obligations in the referer>ce portfolio subject to stricdy defined 
rules customized by investors 

a Substitution flexibility enables (a) GS to more easily manage 
its correlation book and (b) GS to pay significantly more 
spread to investors compared to the benchmark cash A6S 
COO market 



IIH/9tnltvw only - ai» 9 i*m net n eeale 
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ABACUS Program 

ABACUS 2005-2: a Diversified Singie-A Muiti-Sector Transaction 



PlemseeViedrsRCrentaetlonCqRftrmcttonferrull deURsofVwtemMhenies. Almtterfaie eonteined herein ere for aiecuesionpuipoaMoi^ end will be 
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i Siirtis 


ABACUS Program 

ABACUS 2005~CB1: a Managed Subprime RMBS Transaction 


■ $750 million (Offence portfolio 

■ GS issued $238mm of CLNs In eight bespoke tranctm rated 
by S&P and Fitch (exduding Super Senior, SB - rat^f arfo 
first loss tranches that were not offered) 

■ 4B1 WARF Referertce Portfolio (Baa2/Baa3} 

■ C-BASS serves as Portfolio Advisor 

■ The Portfolio Advisor selects, monitors the Reference Portfolio 
and has defertsive management ri^ts witfi respect to 
reference portfolio 

■ GS is working witfi first tier portfolio managers to bring pure 
bespoke managed stnjctured product synthetic COO 
transactions in a formal similar to the ABACUS 2005^61 
transaction 



liHtureOy* entjf - diegrem ttot to tcato 
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ABACUS Program 

ABACUS 2005-CB1: a Managed Subprime RMBS Transaction 



Please see 9ia draft transaction Confirmation for full details of trade maeftstica. AM matenals eoniainad herein ere for dWcvrselon purposes only and will be 
Kpereedad by full legal oocumentation In the event the parties decide to enter into any transaction ^ 
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(tllKllllilll 
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ABACUS Program 

ABACUS 2005-7: a Levered Super-Senior Transaction 


■ First ever rated levered supersenior transaction reference staictured product credit risk 

■ Transaction referencing the 10% • 100% supersenior tranche off a portfolio COTSisting of 30 equally sized trip!e*A 
CMBS reference obligations 

■ AAA/AAA (SiP/Fitch) 

■ CS issued $130mm credit linked notes with a lOxlever^ multiple, transferring the credit and ^Treadriskof $1.3bn 
notional ^.q^ersenior tranche 

■ Transactit^ uses spread triggers referencmg die undertying reference portfolio average CDS spread 
- If the average reference portfolio spread breaches an urMrind trigger, investor can either 

• Unwind the transaction at market, or 

• Purchase additional CLNs in order not to crystallize its mark to market loss 
' Several triggers structured, which are ‘AAA* remote, with gradual deleveraging 

■ ABACUS 0&-7 enables a broad set of capital market investors to access siq^ersenior credit risk, which used to be a 
risk available only to insurance companies 

■ GS is working with rating agencies to standardize the 6q}proach in order to repticate the levered supersenior format to 
other asset classes and other rating categories 


P1en« le* vantaAien Confimaflen f»r ft/lt d«uiia of Vodo mocharde*. M matorisii eontalnod h«roin aro for diaeuation purpoata onh' and will fia 
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Transaction and Trade Themes for 2006 


■ Reverse in^^iry bespoke mezzanine CLN trartsactions 

~ Muttl-sector or singlS'Sector portfolios, static eg with GS-substItution right, but always using reference t^igatbns 
Otat benefit from single-name COS trading liquidity 

- Structure taitor-made to address specific investor constraints, such as; 

• minimum concentration in certain sectors (adtfressed by potentially constructing barbell pcKtfolios), 

> high-grade reference portfolios (addressed by structurirtg a transaction wifri GS substitution right), etc. 

■ Lightly managed synthetic COOs where portfe^io manager 

- Benefits fr’om good track record In investing in and managing ABS 

- Invests in a significant portion of the first and second loss risk 

- Brings investor relationships in order to help debt placement 

■ Reverse inquiry bespoke mezzanine CLN transactions where Investors retain some degree of defensive 
management rights, often subject to adjustment of sub^ctinatton levels or spreads 

■ Levered super-senior transactions referencing new sectors; mezzanine CMBS, subprtme RMBS (across the entire 
capital structure), etc. 

■ First and second loss swap trades with or without daita-exchange, witii counterparties with high return on capital 
targets 

■ Principal protected units with first loss pertidpation 


P!«8»« H« tfi« dran tranMcdon Confirmation for hjtl datella or trtdo mochanin. At mstorf ol* containod herwn aro lor dItcuMfon purpoaao only and wlH ba 
fuparaadad try M lagal docomantation in Iht avamihapoilfaadaUdato am« Inlo any tranaac t ion 
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Agenda 


structured Products Market Overview BHI tllMUffl 

Structured Products Synthetics I MWilHW 

ABX and CMBX Indices MHWBl 

Synthetic Structures 
Abacus Program 


Appendix 


Additional Information on the Indices mQ||||| 

GS Contacts Wliffl 

Disclaimers & RisK Factors [lirt ftHHBp I 
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Reference Entities for the ABX.HE 06-1 Series of 
Indices 


2 . 

3. 

4. 

5. 
e. 

7. 

6 . 
S. 
10 . 
11 . 


ie. 

17. 

18. 

19. 

20. 


Refeience Entities for the ABX.HE 06-1 


ACE SECURITIES CORP. SERIES 200S-HE7 

AMEfUQUEST MORTGAGE SECURITIES INC., SERIES 2IMS-R11 

ARGENT ^CURITIES INC SERIES 2005-W2 

^AR STEMtNS AS^ BACKED SECURITIES 2005-HE11 

CWABS ASSET-BACKED CERTIFICATES TRUST 200S-eC5 

FIRST FRANKLIN MORTGAGE LOAN TRUST SERIES 2005-fT12 

GSAMP TRUST 200W1E4 

HOME EQUITY ASSET TRUST 2005-8 

J.P. MORGAN MORTGAGE ACQUIStTIOi CORP. 2005-OPT1 

LONG BEACH MORTGAGE LOAN TRUST 2005-VVL2 

MASTR ASSET BACKED SECURITIES TRUST 2005HC2 

MORGAN STANI^Y ABS CAPITAL 2005-HES 

MERRILL LYNCH MORTGAGE INVESTORS TRUST. SERIES 2005-AR1 

NEW CENTURY HOME EOUfTY LOAN TRUST 200M 

RA6C SERIES 2009-KS1 1 TRUST 

RESIDENTIAL ASSET MORTGAGE PRODUCTS SERIES 2005-EFC4 
SECURfTtZED ASSET BACKED RECEIVABLES 2mS^1 
80UNOVIEW HOMS LOAN TRUST 200S-4 
S'mUCTUREO ASSET INVESTMENT LOAN TRUST 200S-HE9 
STRUCTURED ASSET SECURITIES CORPORATION SERIES 2M5-WF4 
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Reference Entities for the CMBX.NA.1 Series of 
Indices 


Reference Entities for the CMBX.NA 1 


1. Banc (^America Commercial Mortgage Inc, S«rtes200S-4 

2. Banc America Commercial Mortgage tnc.S4ifes2005-S 

3. BancctfAmerlca Commercial Mortgage Inc, Series 200S4 

4. BEAR STEARNS COMMERClAt. MORTGAGE SEC(,HtrnES TRUST 2005-PUVR10 

5. Bear Steams Commercial Mortgage Securttlas Trust 20Q9-P\nr9 

. 6. BEAR STEARNS COMMERCt/U. MORTGAGE SECtmiTtES TRUST 200&-TOP20 

7. CO 2005-C01 COMMERCIAL MORTGAGE TRUST COMMERCIAL MORTGAGE PASS-THROUGH C^RTIRCATES, SERIES 
2005-C01 

8. CCMAMERCIM. MORTGAGE TRUST 2005'GG5 

9. CSFB Commercial Mortgage Trust TOOS-CS 

10. CSPBCommercaat Mortgage Trust 200S-C6 

11. GE Corrunerclal Mortgage Corp. Series 200S-C4 

12. GMAC Commerclat Mortgage Securities, Irtc Series 200e-C1 Trust 

13. J.P. MORGAN CHASE COMMERCIAL MORTGAGE SECURmES CORP., SERIES 2005'CIBC13 

14. J.P. MORGAN CHASE COMMERCIAL MORTGAGE SECURITI^ CORP., SERIES 200S-LDP4 

1 5. J.P. MORGAN CHASE COMMERCIAL MORTGAGE SECURfHES CORP.. SERIES 2006-LDP5 

16. LB-UBS COMMERCIAL MORTGAGE TRUST 2005-C5 

17. LB-UBS COMMERCIAL MORTGAGE TRUST 200507 
IB. LB-UBS COMMERCIAL MORTGAGE TRUST 200S-C1 

19. MORGAN STANLEY CAPITAL I TRUST 2005-HQ7 

20. MORGAN STANLEY CAPITAL I TRUST 2005-1Q10 

21. MORGAN STANLEY CAPITAL I TRUST 2006-TOP21 

22. COMMERCIAL MORTGAGE TRUST COMMERCIAL MORTGAGE PASS-THROUGH CERTIFICATES SERIES 

23. WACHOVIA BANK COMMERCIAL MORTGAGE TRUST COMMERCIAL MORTGAGE PASS-THROUGH CERTIFICATES SERIES 
2008^ 

24. MERRILL LYNCH MORTGAGE TRUST 2005-LC1 

28, MERRta LYNCH MORTGAGE TRUST 2008-CKI1 ** 
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Trading the ABX.HE 

The Mechanics 


index at ICO 00 I 

Absumes Market Spread Equals Index Fixed Rate ] 

Trade Date 

Index at 98.00 

Index at 102.00 


■ 

Implies spreads have wid^ted 

■ 

Implies sfxeads have ti^ten^ 

Trade inltiadon 

■ 

Buy^ pays Seller 2% x (Notional) x 

■ 

Seller pays Buyer 2% x (Notional) x (Factor) 



(Factor) 

■ 

Seller pays Buyer acoued premium frexn the 


■ 

Seller pays Buyer accrued premium from 


end of the last accnjal period until the trade 



the end of the last accrual petlod urtitt 


effective date 



the trade affective date 



Trade 

■ 

Seller pays Buyer 2% x (Notion^) x 

■ 

Buyer pays Seller 2% x (Notional} x (Factor) 

Termination 


(Factor) 


Buyer pays 


a 

Buyer pays Seller accrued premium from 

■ 

Buyer pays Seller acemed premium from the 



the end of the last accrual period ur^l! 


end of the last accrual period until the trade 



the trade effective date 


effective date 


NOW: /^JI flnandtl Information and other data shown ere for Itiustrativa purposes only and era not intended to represent an aduat 
transaction 

Sowee: Goldman Sachs, ABX.HE Launch Presentation: Aax/ndtoes; The New US Asset BacAotl Credt DetauH Swap Benchmark 
mdiees (COS tndexCo) 
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Footnote Exhibits - Page 3337 


(ioldiiiiiil 

SiHlis 


Trading the CMBX Index 

The Mechanics 


Eacli CWiBX Has a Fixed R.i 


Trade inldation 


Trade 

Termination 


Index quoted higher than Fixed Rale 
■ implies spreads have widened 

Buyer of protection (Index Buyer) pays 
the Seller of proiedion the difference in 
market value 

Buyer of protection receives accrued 
premium from the Seller of protection for 
the period from the end of me last 
accrual period until the trade effadlve 
dete 

Seller of protection pays the Buyer of 
protection the difference in market value 
SeUer of protection receives me accrued 
premium from the end of the fast a^ual 
period until me trade effective date frtxn 
the buyer of protection 


Index quoted lower than Fixed Rate 

■ Implies spreads have tightened 

■ Seller of protection (Index Seil^) pays Buyer 
of protection the difference in market value 

■ Seller of protection pays Buyer of protection 
the accrued premium for the period from the 
end of the lest accrual period until the trade 
effective date 


Buyer of protection pays the Seller of 
protection the difference in market value 
Buyer of protection pays the Seller of 
protection the accrued premium for the 
period from the end of me last accnjal period 
until the trade effective date 


NOtS: NIi ftnandal Inroimation and «trwr data shown ar« for iOustnittve puiposas only and are not Intanded to roprosenl an actual 
IransacSon 

Source: OoMmen Sachs. CMBX Launch Presentation: CMBX Inaicey The New tJS Comimviai Mortgage 8w*ed Crertit Defeuil 
Swap Benchmartc Inrtkxs (CDS IndexCo) 
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(((Mtiinan 


Key Features of Trade Mechanics^ 

Important Definitions, Valuable Dates and Margin Requirements 


linporlant Definitions 


■ Tretie OsM - the day the trader days *dane’ and trade is executed 

■ Effectiw data of trade > same as trade date; when protection 
begins 

■ Effective date of Irtdex (l.e. annea date) - date the annex was 
IfliUelly pubRshed or reviaed 

m Sentementdate^dateonwhi^ the premium is exchanged 

m Premium ~ tee exchcnged when trade is initially done oomprtsMa dte 
market value of the trade and aooued Interest sinoe last payment 
date 

■ rtecruad Intarest (In terms of premium) - tnierest accumulated from 
and tndudlno last payment date but excluding effective date of uade 

■ Factor ■ A change in the outstanding principal issuance i.e. % of 
principal unpaid on the relerence obitgation 

■ InHIel Fixed rata Payer Calculation period - from and Imduding lest 
payment date but excluding the ned peyment dale of the bond 


Margin Requirements 



ftattrp hUedMertpi 


AM 

0.76% 

M 


A 

1.76% 


3.26% 

SBB- 

4.S0% 

Speoutattve Grade 

Casaby-ceiB 


• Investment Grade undertsr n 

0 inISil msr^n 

- SpeouieOve Grade: ease-bycaae basis 

(key oonsidsmliont: ksvfs qusfty- of loiderfisr) 


Valuable Dates 


■ Trade date- T 
a Effective date of trade -T* 0 
a Martin PuMian data • 24 hours or less alter 
bustee report Is published (2$**^ 


* Source; Goldman Sachs 

Note : AR Itnandal Information and other data ^own are for Ulusiraiive purposes only end ere not Intended to represent an actual 
transacdon 
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Footnote Exhibits - Page 3339 


rii>iiiii)<iii 

hill'IlS 


Trading the ABX.HE indices 

Indicative terms and conditions 


• Indices: 



AfiXHE.AAA.OS-1 IS 


AfiXHE.AAA.OS-1 IS 

ABXHEAA.Oe-1 32 

AaXHE.A.OS-1 $4 

ABXHE.BeS.0M 1S4 

AeXHE.eB-.00-1 207 


■ Notional; Amortization mirrws that of the undeilying bonds 

■ Fixed RsM: Established on rtil data premium. Subsequent trades require upfront axchange of 

premiutn/discourrt 

■ Floating Rate Payments: Interest Shortfall, Writedown, Principal Shortfall 

■ Additionai Fixed Payments: Interest Shortfall Reimbursement. Writedown Reimburaerram. Principal Shortfall 

Reimbursement 

■ QuMations: Dealers will quote price and excfttnga upfront amounts based on tha dlffarenca 

between that price and par 

■ Floating Amount Evants; Failure to Pay Principal. Iniarest Shortfall and Writedown 

■ Physical Settlamant Not Applicable 


Note; AB flnsndal informstlon and other data shown are for IflustratNe purposes only snd are not Intsnded to represent an actual 
transaction 

Source; Goldman Sachs. ABXHE Launch Presentation: ABX Indicts: The Afew US Asset Sacked Cfedi OeiauK Swap Banchmsft 
mdloas (COS IndexCo) 
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Footnote Exhibits - Page 3340 




Trading the CMBX Indices 

Indicative terms and conditions 


■ Indices. 



CMax^iAA.OS-1 10 


CMax^>AA.0B-1 10 

CMB)CA».<»-1 25 

CMBXA0S>1 35 

CMBX.B98.0ft-1 7S 

CMBXB8-.06-1 134 


■ Notion^: Amortization mirrors (hat of lh» underlying bonds 

a Fixed Rate: Establishedoneday prior to roU date. Payable monthly based on sveragebeianoe. 

a Floating Rate Payments; Interest Shortfall, Writedown, Principai Shortfall 

a Addititmai Fixed Payments; Interest Shortfall Reimbursement. Writedown Reimbursement. Principai Shortfall 
Reimbursement 

a Quotations: Dealers will guote spread and compute price from the Markit calculator 

a Credit Svents; Principal Shortfall end wrtte>Oown 

a Physical Settlement; Not Applicable 

a Accruals: Accruas 2S* to 25* with no foOowlng convention; payments made on the 25* on an 

Actuat/360 basis 


Note: AH finsndsi Inromiatlon and oOier data shown are forlDustrative purposes only and are not Intended to represent an actual 
transsGdon 

Source: GtHdman Sachs, CMBX Launch Presentation: CMBX Mieea: The New US Commerdei Mortgage Badied Credt Oefault 
Swap Benetvnartf Indices (COS indaxCo) 
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(ioltiman 

Nailis 


Trading the ABX.HE and CMBX Indices 

XYZ Sells Protection on $100mm on ABX.HE.A.06-1 


m The Rxed Rate on ABX.KE.A.06'1 Index Is &4bp per annum, payable monthly 
■ The mechanics desoibed below work similarly for the ABXHE and CMBX Indices 


Fixed Rate Payer (Protection Buyer) 

■ Pays 54bp per annum monthly to counterparty on ■ 
notioral amowt 

- Nottonal amount will decline overtime based on 
the reterance obitgations amortization 

■ Rec^ves parents from the Floating Rate Payer in 
the event of the (blowing: 

- Interest Shortfall (capped at fixed rate) 

- Principal Shortfall 

- Writedown 

■ Pays In the event of the following; 

- Interest Shortfall Reimbursement Amount 

- Principal Shortfall Reimbursamant Amotsit 
-• Wrttadown Reimbursement Amount 


Floating Rate Payer (Protection Seller^ 

Receives &4bp per annum monttdy to counterparty 
cm notlonel amount 

- Notional amount wlH dadiria over time based on 
the reference obUgatton's amortization 

■ Pays Fixed Rate Payer in the event of the followirtg: 
' Interest Shortfall (capped at fixed rate) 

- Principal Shortfall 

- Writedown 

a Receives payment in the event of the fonowing; 

- Interest Shortfall Reimbursement Amount 

- Phncipsl Shortfall Reimbursement Amount 

- Wrttadcwn Reimbursement Amount 


Nde; flnandSI Information and other data shown are (or IKustratlve purposes only and ere nor imertOad to represei>l an actual 
transaction 

Source; Goldman Sachs, ABX HE Launch Presentation; ASX fndlDes; TTie New VS Asset dackad Crecff DefsuH Swap Benchmeik 

/ndces (COS IndexCo); Goldman Sachs. CMBX Launch PresentMon; CMBX mdloas: The New l/S CommaroM Mortgage 77 

Sacfcod Cnsdir Default Swap eoncnmark indices (COS indaxCo) 
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riohiniiii) 

Navlis 


Index vs. Single Name Trades 

Comparing a few features 





- 

Credit Events 

FTPP, Writedown 

FTPP. WWedown 

FTPP, v\W8down 

FTPP, Wrttedow, 
Distressed Ratings 
Downgrade 


Settlement 

PAYG 

PAYG, Optional 
Physical 

PAYG 

PAYG. Optional Physical 


Interest Shoitfatl 

Fixed Cap 
Applicable 

Fixed Cap, Variable 
Cap. or Cap N/A 

Fixed Cap 
Applicable 

Fixed C^, Variable Cap, 
or Cap N/A 


Coupon Step'Up 

None 

None 

None 


1 

Trading Quotation 

Spread 

Spread 

Price 

Spread 

1 

Accruals 

Act/ 360 

Act/ 360 


Act/360 

1 

Effective Date 

T + 0 

T + 3 (generally) 

T + 0 

T+3 (generally) 

1 


T + 3 

T + 3 

T + 5 

T + 3 

1 
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(ioHliiiaii 

SjKiJN 


Credit Event (Writedown) 

XYZ Sells Protection on $100mm on ABX.HE.A.06-1 


Credit Event • Writedown 

■ Reference Obligation Original Factor = 1.0; Current Factor = 0.7 

■ A Writedown occurs on a Reference Obligation, for example, in year 3. in the amount of 1% of its current 
principal balance 

- (Current Factor * Weighting * Loss) = (0.70 • .05 * .01) « .00035 = 0.035% 

■ Protection Seiler pays to Protection Buyer a floating amount (0.035% x lOOMM)^ $35,000 

■ Index notional amount on which premium is paid reduces by an additional 0.035%, In addition to the 
principal payments of the month 

■ Follovt^ng the Credit Event, protection seller receives premium of [70] bps on the remaining Index notional 
amount until dte earlier of the next credit event or scheduled termination 

■ The mechanics described above work similarly for the ABX.HE and CMBX indices 


Not«; Aii finaftdtf infonriatlpn am) othar data shewn are for lUusIretIve jwrposas only and are nirt imanded to raprasem an actual 
transaction 

Source; GeMmsn Sachs. ABX.HE Uuncfi Presam^lon; ABX rndtew 77m New US Asset Bacfrad CredV Oe^ulf Swap BenOmark 

/niWaa (COS tndaxCo) 79 
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ttnHIiuaii 

SJIClIS 


About Markit 


■ Markit is the Administration and Calculation Agent fw the OJ COX index program 

■ Maiidt Background: 

- Founded In 200t by a team of (xedit market {Hofesslonals to aggregate and provide dean credit data 
across asset classes on a single platform 

- Asset Classes include: COS (Corporate and ABS). Bonds (corporate, financial, sovereign, convertible), 
Mortgage- and Asset-Backed Securities, Syndicated Loans and Index Products 

- Markit Reference Entity Database (RED) Is the market standard for reference entity long legal names, 
ref«once entity-reference obligation relationships and 'pair* identifiers 

- The key indus^ source for accurate, consensus phcir>g for Independent price verification, risk modelling 
and data back testing 

- The industry source for standardized COO and lsMo>default valuations, OTC derivative valuations as 
well as corporate dividend payment and equity index constituent information 
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rsUlditiiilt 

Sjk-Hs 


Update on the ABX.HE Bases^ 

As of March 27, 2006 


Indicative Basis Report 


AAA 

SSBiSi 

1 

-15 

AA 

1 

-17 

A 

3 

-7 


13 

-10 

B58- 

13 

0 


ACE 

05-VC7 

M9 

15 

MLM 

0S-AR1 

83 

15 

GSAMP 

05-HE4 

B3 

5 

t«AT 


B1 

-5 

MASS 

0S-NC2 

M9 

-5 

FFML 

05-FF12 

B3 

20 

NCHET 

05-4 

MB 

-10 

BSABS 

06-HE11 

MS 

-15 

MSAC 

06-HE5 

83 

10 

LSM.T 

05-VA2 

M9 

-15 

SWE 

05-4 

M9 

15 

SABR 

05-HE1 

S3 

10 

DM. 

05-BCS 

B 

-15 

SAIL 

06-HE3 

M9 

-30 

AMSI 

05R11 

M9 

-20 

RASC 

06-KS11 

M9 

0 

ARSI 

05-W2 

MB 

•20 

RMP 

0&EFC4 

MB 

10 

JPMAC 

OSOFTI 

MB 

20 

SA5C 

05-WP4 

MB 

15 


' Source: GMdman SacAs 

Note: Past results are not Indications of future performance 
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Agenda 


structured Products Market Overview 

Structured Products Synthetics 

ABX and CMBX Indices 

Synthetic Structures 

Abacus Program 

Appendix 

Additional Information on the Indices 

6S Contacts 

Disclaimers & Risk Factors 


iiyniiH! 


vt 


B 
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rioKitmiii 

NSklis 


Goldman Sachs Contacts 





Michael Swenson 


R^iv Kamilla 

Oeeb Salem 


Josh Bimbaum 


Edwin Chin 



Dasid Lehman 
Jason Kalisman 
Shaun Heelan 




Jonathan Egc^ 
F^ce Toim 


Gec^ffrey Williams 



Shelly ShE^ro 
Kyle Nagel 
Michael Tutor 




Shiomt Raz 


.Naz M^idi ' 




Omar Chaudhary 
Jay Lee 
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(ioliJimiK 

Naclis 


Agenda 


structured Products Market Overview 

Structured Products Synthetics IBHM KHMll 

ABX and CMBX Indices 
Synthetic Structures 

Abacus Program lilffliH 


Appendix 


Additional Information on the Indices 

es Contacts IMMI 


Disclaimers & Risk Factors 


Confidential Traabnent Requested by Goldman Sachs 


84 

GS M8S-E-0160675^ 


VerDate Nov 24 2008 


09:58 May 19,2011 


Jkt 066051 


PO 00000 Frm 01094 


Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


1091 


Footnote Exhibits - Page 3349 


(lOtdinait 

sacHs 


Disclaimer 


The tntormetloft combed herein ti oonflMntial tnlotmedon regerang eecurMes that may In (he Mure M oner ed by ABACUS (the ’issuer*). The IrdsmeOtm is 
being deliyered to e limAed ttumbet of sophMltcated prospective InstRutionai investors h otOst to sisisi them in dstvmlnlng whether they have an interest in the 
type of escurlliae daecrtbad hwein end it tolely for their mtainsl uae. By accepting Silt infortntfion. the recipient agreee dial ft will use and it wdt cause he 
direetom, parbiem, offioeni, smpioyeac arid repraeantalivee to tree the InfoimeitoA on^ to evatuaia Its potenOil Mwest in die eMurmes deecritted her^ end for 
no odw purpoae end wilt not divutga eny euch InformeSafl to any obier party. Any reprodwetton of this mformaeon. in whole or in part, ia prohfMad. 
NoMllhetandlnginefer^ing.eachreeiiMnt(andeaehatnployaa, rapraaeniative, or other agent of auchiadpiant) may dleidoeatoanyandi^othmperaoni, 
vrtthoutUmitatlonof any ldnd.lhetBatreatmant andtai etruclureoftheleauer.theeeeurttlMdaocilbedheraln and any future oflar6igthsrec4 and the ownerth^ 
Ktd t^poiiilon ofeueheecurWee and all matariaia of any kind (indvdirtgopniofte or cither tax enaiyeai) lhai ataprovMad to auch reol^eni relattog to euch tax 
treatment and tax atrueture. Kmvevar, enyeuchtnformationreiaifngtoeireiilaxoeatmefilortax ttmolurele teoulredtobekeptcenhdenltsltolheextent . 
reaaonaUy neeeeesty to comply wfth any appSeable aaeuritlet lawt. For iMe purpose, the tax treatment of a transaction la the puipwted or Maimed U.S. IMeral 
Income tax treatment of the treneaetion. end the tax atrueture of e beneacdon le any fact that may be relevant to understandina the puiported or claimed U.S. 
federal Income lax treatment of the oeneeetion. 


The information contained herein hat been prepared eoleiy for bTromailortal purpoeee artd la not en oflar to buy or aeB or a aoRcKstlon of an ortw fe buy or aaU 
anyaaerrlcy orinairumontortopartleipBtain snytredtngatrstagy. Themtormatton coniainadhoraln tapralimlnaiy andmaurtaictw'ges todtepropeeMterma 
of the aecutWea Oeaertbed herein maybe made at anydme. H anyodarof aaeurWeela mcda^ K ehall be madeputsuard to ■ deftnldvaodarlng circular (tht 
'aierirtg Cirevlar') prepared by or on bahaif of lha leeuet, which would contain malarial mfomtation notcontalnad haraln and which ehall aupamade. amend and 
eupplemwtt thit mtormsOoflln «i entiraty. Any dacMcn takivaaiininaeecuitlieadeecnbedne'ein tnouIObamadaiAat raWewingthaOlfatingClreular, 
ooftduetlno euch inveetlgaaens at tha Invaelor daamt naeeeea/y or epproprfate and contuttlng the mveator'e own legsl. acsounOng, tax, and othar advfeors in 
Older to make cn Indepenoant oeterminaon of tha euRabUiiy and eonaaqueiKaeol an tnveetmeni in me eecuriUee. 


The eacuiltlee deeciibed herein wfU not be registered under the Sacurtiiae Act of 1939. m amended, or tha eacuiittae laweof any other JuriMfiedon and natthar 
the iMuai nor the pool ot aacurtCae heW by tha leauai wdl be ragitiared uttdar tha Inveaiment Company Act of 1940, aa amanded. Tha eaeurMat offered herein 
wfltnolboraeommandadDy any umtad stataa federal or ftaiaaaeuidiaeooffimiealon Of any other regulatory tudwrity. Fuithormoia, thoforegoing authoitlioa 
have not eonfirmtd the secuiaey or deiennmad tha adequacy of thitdeouffloid. AnyreprretntedQn tetheoontrary la lerimlniloffanee. ThaaacurNiaa 
deeeribed haraln wtH be sut^eet to cartein reetrleliena on benefere ee deecrtbed In the OAermg CIrewItr. 
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(idNUnau 

NiU'hS 


Disclaimer 


None of the i«eu«orGM<hnanSKM{Mu*M heroin, oucntemeneSiMkiaeOoUman. Sadw&Co. endallof RB^Bteo)nor wiyotthoir ro^cHveafflliaiM 
melcM inr repreoenubon or wanvily, ei^xMO or impliM, «i lothe eocomoy or eompioienoM of tfie Intermaiiao eontabted heroin nothing contabieOherebi 
NiaB be reteb upon a promiia or reprnentoUon urhether at to the paatorfutura p^ofmanea. The intormBOon Inehidaa hypothetieN nuairaitona and Involvoa 
mocMing componanta and aoaumpOona that v* raqubad for purpoaca of auch hypothetical Huatratlona. No tepraatfitattona are made aato die aocuncy ofauch 
htpobtatlea) ^straOona or Oiat sB aMumpUona rolaiOrg to ouch hypothoScN nuatraHona have boon oonaldaroO or atatad or dial ouch hypothadeal Hti/tiradorn 
vris be raaitzed. Thalnrormabwteontsinadharaindoaaflot purport to centaifitf of (he intomation that maybe raquirad to avahiataau^aecutibaa, andean 
raapiant ta aneounged to read the Offering Circuiat and thould eottduct lla owm indapenoent anaiyola of the dale rafertad to harem. The laauw, O^dmen Sacha 
and Stair raapoettve affiyataa diaelalm any and all NabilRy ratadng to thia infonnabott, tnduding, without IlmKatton. any eapraaa or impM rapmontabon m 
warranty for atatamenis contvnadin artd orniMlonf from thia Informatiort. Nonatf lhaiaauar, Ooldmtwt Saohtor arty ofthalrraapectrva afltllalaa ai^eAfo 
update or othervitaa revlaa Ota information oontafoed herein azoept by meana oftha Offering Cireuler. Adrfilfonal infomtatian may be evallable on reoueai. The 
aeeuritlet are obfigationa oftha laauar end are not Mued by, oblrgatim of, or guaranteed byOoMman Sacha orttielt raapeetiva effitlatea, or other 
wgenizetiorta. The tidigeliena of the liiuer ere not depoart obOgalfona of any Artenaal inatitullen. The eecuridei deocrtbed narein are complex, atructured 
eocuritieaandthfrala no aaawraneathat a aaoondary market foraucheacurttaaoM exiat at any tima. Accordingly, proapaethra htvaatort ahouid be piapered, 
and hove the abiny, to hM auen aaeuntlea until thetr raapactNa atetad molurttlea or ataiM redemption deiaa. 

HYPOTHETICM. 1UU8TRATIONS Mf D PRO FORMA (NFORMATtON 

Theaematariaia contain atatamanta that are net pxoaiy hiaeMictf In netwa. Theaeintiuda, among other Btntga, hypothaiieainiuabattona.aampia or proforma 
portfottoatrueiuraa or portfolio oompoaKon, Kanarlo anatyata of rotumaandpropoaedorproforma levaia of dlvaraHlealion or aactor Invaatmant. Theaa 
hypothatKailUuatralfonaaf roluina Hluftrata a range of potential outeomeabaaaoupwtcartairt OMumpbona. Such potanttilouteomaa are not a prediction by the 
laeuer, GeidmanSachaorthelr reapecUveefllHatet of bieperformsrtceoftheaecurttleeeeeefibedhereiii. Actual aventa at« dlfflcuit to predict and era beyond 
the eoniral of the laauar, OolOhen Sacha or tftair raapeetiva affiliatea. Actual aventa may differ from thoae eaaumad and auch «lateneaa may be materiel. 

There can be no aseurertcediai llluatratad ratURM wUi be raailzadormatartallzadorthat actual raiuma or raaulta wW not be mataitallylowerthBfllhoaa 
preoenied. AJI atatementa included are baaed on Information evaDaUa on Ore dale hereof, tndnoneofptelaauer, Goldman Secha or their reapecOvBtfflSatea 
aaaumea any duty to updae any auch etaianwrt. Some Impoitantfactora wMehootddcauee ecojel reaulla to difler mateitally from Stoaein any atatementa 
eonUned herein inehidetheaetuoieompoafoonoftnaralaranoapofifOllo, any CradnEvania on the rafarertcapoitfollo. the timing of any Credit Evanta and' 
euiMequent racoveriaa. ehongaa in intaraat rataa, anyweekanuigofthaapactAeciadRi mdudad In the rafatanca portfoto, and the dreumataneaa under which 
die Portfolio Advieor etecti to remove any Credit RIak Reference ObUgiltm, among oihata. The Oflaiing Circular will contain other tiak factora, which an 
invaalor ahouM alao conawar In eennaeWn vvnn an mvaadnent In the aacvrldat daaenbad herein. 

PRIQR fNVeSTMEffT RESULTS 

Any prior Invaatmant raaulta or ratuma are preaantad for Uuatrattve purpeaaa only and era net indteatNa of the future ratuma on the aaeumaa and obilgaWna of 
the leaver. 


Under no etreumataneaa la tNa praaantallon to be uaad or oonaldarad aa an offer to aaB, or a ooUdladon of any offer to buy, any aocurlty. Any auch olferlng may 
bo mod# only by the Offering CIreulac. The infonnaOon contained heroin tain aummary form for oonvanlance of praaamailon. n la not compim and It itwuid net 
be raliad upon at auch. 

No person hoa been authorized to give any Information or to make any repraaanlatlonB other than thoaa to be contained tti foa Offering Clreular regarding the 
offeWig elany aecurtbaa deaerfoed herein. ^ Inveetmarrt in the aacutfoee d aecrlbad hatain, when and if offoiad. wHl Invoiva aubatanbal rtw. Prtorto Invaatino, 
pmapacbva inveatora ahouid carefully conakiarlhe rieka. which wn be daaertbed in the Offering ClrtAilar. and ahouid eonauRdiair own Invaetment adviaora, and 
tax, legal. oocovnUng and other regulatory adviaera. OuatotneTtskainvtiivadindiaSecuiltloa. invaatoreahouMbeprapBredtoauffar atoaaof thair enUra 
inveatmam. 
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Ijiililimiii 


Risk Factors 


PROSPECTIVE INVESTORS SHOULO REM THE OFFERING CfRCULARFORA MORE COMPtETE DESCRIPTION OF 

RISK FACTORS REUEVANT TO A PARTICULAR INVESTMENT 

■ PurchmIns the Secuitfiee InvolVM ceiUin rtekt. Proepeetfve InvMton tlmM carefuBy conMei the loUowIns (ectore, m m (he rtck factors included at 
the flnalOflerinoCiraulsc.pnor la purehesing the Securities. The fol«Mng IS not mtendad to be an exhaustive Nst of the (tska Evolved in the Tiansactton. 

■ The final OITer^ Clrctriar wN Include more eomtaete descrlpllone o( the ritke described below ae wel se additional rlake. Any de^ion to inveet In die 
SecurtSes deeeribed nereki ittould be made afler reviewing the Offeflng Clrculw, eondunng such Invsadgatlons at the invertor deems necessary and 
ecnsuWngtheInraeior’sown legal, seccundngsndtax advfacralnoniettDmskeanbdependemdsiarminttlonofdieaullabillty and consequences of an 
invastmentin the Securities. 

Leveraged CradH Exposura to Referenoe EnllUee 

• Inveetors v^ have leveraged exposure to the credit of a number of Referenee EntMes because Ihe nouonsl amount of the fteferenee Portfolio it 
^neanSy larger thM the principal amount of the Notee. FoBawmgeiaierd) the delivery of a Credit Event NoOcebyGoldmenSacht in relation to a 
Cradrt Event v^ respect to e Reference Entily and the tebafaelion of the other Conditions to SetUemint or (2) removtl of a Credit Risk R^srtoce 
ObUgation toy the PottfoUo Mvisor and the determination of a related Olecoum Amount, the ouMatiaavg ptincIpM emount of Ste Inveetment may be 
reduced, tnveaiori In the Seeurttiee may cuffar aigniftcant redueoona In their outetanding pitiicipel emounte. The madmum baa for invaetoit ia the full 
prindpal amount. 

No Legal or Setianeial Intereai In Obllgatione of Referance Entttlee 

a ParS^Mtlon tn die Tranaacifon dooa not eonadtuta a purchaaa or other acqubltlon or aaaignmant of any Intaraai In any obllgeibn of any Raferanea Entity. 
NeKhar thalaauarnor invaatort will have racouraa agabiatviy RaferencaEntlttaa. NeKharlhalftveatois r>or any other entity Ml haveany rtghtatoacqulra 
from Goldman Sacha anyintareat in tnyoWlgatonof anyRafaienceEnny. notwhhatendbg any taducOon in Via principal of the relevant elaeewidi 
raapaci to auch Raferanea Ermty, Neitnar tna laauar nor any inveaiot «u have the benafll of any cotiataral delvefed toy any Refetanea EntRy nor any tfiHtf 
to anforoa any ramadlea agalnat any Rafaranea Enthy. 

Tai/Ragulatory Impact 

« TTieramay be a lu or ragmetory Irrtpactcf tnveetlng in Che Notec. Goldman Sacha doea not provtdeeny opinion on theeeluuee. Any Invaclor ahouid 
cortauk wfvi Ita own adviaert prior to Inveailng In the Notes. 

UffllM LtquWNy of tneTtansadlon 

■ Thera la cur randy no market for the SacurWee. Thera can be no aaeuranca that a aeeondaiy market for tho Securtbat wM develop or, If a soeondaty 
market does davalop. that itwo proridathehoHarof the SaeutVea west Dqulddy, or diet A wU continue for lha life of die Sacutidsa. Moreover, die AmAed 
scope of Infonnetton available to the Inveatora regarding the Raference Emnea, die nature of any CredA Event, inetuding uncenainty ai to die erient at 
any reduction tebe appAad to die nottonar amount of aaoh dsaetfaCredHEvanihat occurradbut die amountef the raiavant ra^etion ^Bie notienM 
amount has not been datarmlrtad. and die unoaminty regarding any CradARIek Rafaranea Obligation, meiudlngdiaebilityof diePotVoile Advborio 
ramova such oUgaMnt from the rafaranea porVolto at anytime «>d Vie extent of eny reduction to be eppiledtetiie ncttonel amount of each cine If and 
when such CradH Risk ReferonceObtigsOonsia removed, may Airihetalfecl the liquidity of die SecurfSee. Consequendy. any investor tn the Securities 
musi be prepared to hob auch Securities for cn IndaffnlieperM of time or until final maturity. 
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iioitinmii 
, sudis 


Risk Factors 


M«rt('(»4Aarket Rick 

a tnvecton ace expoceo U eoncldareble fnark-t»4narkel volatility tfM>i|)e« In any of the foflmvlng: apreeA ot the credits tn the Referwice PoctfoUo, 

eomperebis COO spceeda, ratings migration in the retecanca perffbfia. ratings mlgialMn erf the Saeurttee, rMngs.migratlon of the Collateral or icsvws or 
provUere thereof, and Credit Events mate Referanoe PottfoHofandhenceraducOonofeubordlnalloni. Thaaewiflbe rellected in msik-to-meiket 
ymuaUans which are SKaiy to ba mote volaaie than an equivalently rated utuavetaged inveeimant. 

Credit Events may vary from Oafaulta 

a HhMhcal default etadstlca may not capture events mat would trtggar a Creift Event as specffled under the Notaa. Ail CracSt Event dafinlwne wdl be 
defined In die (Inal lagtf doeumenta and will be governed by me 2003 tSQA Credit Oectvalivee OeflniSone and any smandmsnt cr eut^ement thereto. 

Credit Ratings 

• Credit rattogs reprasam the rating tgendea' opMoni regarding cte^ quaBty and are not a guarantee of quality. Rating ^ndei attempt to evaiuste the 
■alaty of pilnelpal and/or Intereet peymanta and do not svahiata Via tMcs of ftuctuedons to market value. Accordingly, the cradK rtfngs may not fu8y 
raftaet die true risks of the TrinsecOon. Also, rsdngsgenaesmaytaltomttettmeiychangeito credit rsdnge in reeponee to subeequent eventa, so tost 
an iesuere currant llnancla! condAion may be becer or worse than a rating Indicates. 

Rating Voladdty 

a Redng sgendet may from Urns to time chenge the ratings of the Notes (or me Referencs EntfSes in the pontorn) even If no toasea have ba«t Incurred 
undet the Notee due to changes In reling methodology or rating nrfgrattm of the Relarenes Entities In the pemoHo. Due to the levcreged netureM tite 
transeedon, die rating may be dgnMeanBy morsvoisffie than corporate detawni an aquNatanl madR rating. 
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(inittnian 

suvlis 


Risk Factors 


Certain oonfliets or Interest r^tatlns to GoMnian Sachs and tta AflWat**; No reilsnM 

« OoUmin Sstiti does not pre^de InveeUitent, accounting, tax or legal advice and that not have a Mudaiy rdatiorvMi^ with wiy Investor, in particular. 
Gotdman Sadis does not mMa any reprseentstions as to (a) die o( purchasing StcurRiae, (b) tha appropritte w^unbng treaSnant or poasRila 

texoonsequenceaof tea transection as daacribed herem (tee ‘Tranaactlwi') or (c) tea future peiformance of tee Transaction dteei in sbeoluto terms or 
leiabve to oompeting investments. Investors should obtain their own tedapendani accounting, tax and lagal advice and should oonsult their own 
profestionst mvenment advisor to aseenam tee suiuoiiKy of tea Tranaecdon, teduding such independenl invaettgation and andysN regarding tee iteka, 
•ecurtty arrangemenCe and cssh-itowe asaoelatedwitetee TranaacHon aath^deam appropriate to evaluate the merM end ridtaofthaTrenaaetion. 

■ QtfdmenSachamay, by virtue of ks status at an underwrner.advieor or otherwise, poaeeaa or have access to non-piiUicrirBvallabteinfonnitlon relating 
toteeCokaterd, tea lssuer|a) thereof, tea Reference EntWeatniVor the oMtgstlone of tee Reference EntKas and has not undertaken, and does not 
tntteid, to disclaee, suite status or non^bVc Informabon in connacOon wSh the Ttenseebon. Accordingly, this presentsticHi mey not contain sR 
infotmstlon teat would be material to tea svebailon of the merts end nsks of purchasing tea Securtbes. 

■ Goldman Sadrs does not make any representation, recommendation or wofranly, axprese or Implec^ regardiirg the accumey, adaqutcy, reasonidrlaness 
or eompietartaas of tee Information contained herein or In any turthettetormatton. notice oi oteei documem which mey eteny time supplied In 
connecdteivWte teeTiansaedon andseoopls norespontlbiiriyorlabatytearaiore. Goldman Sacni Is currtnSy and may be from dma to Ome In tea fuhrre 
an Bctiva peibclpanl on bote sides of tee rnatket and nave long or abort poaiboni in. or buy and sell, Seeuiffias, commodRIaa, futuriM, (nsttons or otetH 
dartvstives Menbctl or related to thota mantionad herein. Gotdmmi Sadia may have potential confUcia of intarwt due to preaant or future fdationah^ 
between Goldman Sacha and any CoRaterai, tea Muar thereof, any Reference Eirttiy or any obUgabcn of any RofarancsEndty. 

■ OoMman Sachs wdl act as tee initial purdiaaer for all etasaee of Natoa, end affiilataa of Goldman Sacha will act as tea Protecdon Buyer, tea Basis Swap 
Cournarparty, tea CoRatersl Put Provider and tea CoVataral Disposal A^nt 

Risks Associated wite ReaponalWIIIIei of the Portfolio Advisor 

a The sxerclee of responeibllitieB of the Portfolio Advisor by the PortfOlo Advisor, ptrticularV in tee form of credit risk removals ifTeetlftg tea suboidtealion 
^tee Notes, osn pMenflaify (a) Incratsethe rtekof tee Investment by tedudng tea subordination and nonce increass tea prebabtllty of suffeiing an actual 
lose fromatubaaquantiamovalofaCredli RlthRafarancaObagabonct aCrad)l£vant,{b) oauaa a laongdowngrada of teaNotetor(e] tncressotet 
mark-te^ailtei volatility of tea Notes. 

Certain eonitlete of Intereai relating to tea Portfolio Advisor and Its Afnilaws 

a The Portfolio Advisor and Its AfRilaies may Invast or Invaat ter tea aoeount at ethers te debt obilgetlonstest would be SKVophate ea Rdarenea 

Odigs^s and/or CoRaietal Securidee and have no duly in making auch mveesnente or to aoi in a way teat Is revoinbia 1e tea Isauai oi tee Netanoldart. 
The Porifoile Advitor and Ha Affllatae may have economic teioreett in, or other reiationshlpe with, issuaii in wheat obdoadons or aecurteaa are 
Rafarenee ObligfUons tndter Collateral Seeumfaa. 

■ The Portfoko Advisor, ki Affliiates or sny account managed by arty of tee toreg^ng may miKa andter hole an Invasiment in an issuer’s securidas teat 
may be perf passu, senior or )uRlor In reniung to an invesvneni In such iseuer’s secuftItM made enoier held by tee lisuer or in which perinere, eeeurlty 
holdere, cfAcere. directors, egentsor emptoyeeeof thePortteHoAddsdr. ksAlhSalesor eny eeeounlmensged by iny of tee foregoing serve on boards of 
dreciors or oteetwiee have ongoing reisdcnsnips. Each of such ownership end other reiailonehtpc mey teeuH >n securtitee laws resthctiona on 
tfaneactions In such aecurffiee by tee leeucr end otherwise ereawcortffiete of imereei for tee leauer. 
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(iOidiUiiii 

hiiilis 


Risk Factors 


Railanoe on Credltworthlnesi of the Ceilateret 

■ ThesMIty ofSwlewtrcfSieNotnwmeetrtsosdgeDoniurKierdwNoWdiAloepefMon, amongs other Oilnge, the receipt by K of pnymentt InterM 
end prlnc^ from the CoBilerel. Coneequendy. mveeforctre ertpoted not only to the occurrence of Credit Event* in nri«ton to any of the Ref«er«ce 
EntiBeo endfor the removal of Credit Riak Reference ObliBebone from the reference portfolio, but atoo to Ota abffity of bie CoRaterai or me inruer or 
provtdei thereof, to perform ibi ob(i0atfene to make paymenta to the laauar of lha Noiaa. AIbwuph 0 tha tima of purehn a, aueA CcOatand will be hi^ly 
rated, there la no eecurMtee Ihn eucn ratbiB v4(! not be reduced or vrtthdraiivn in the future, nor ie a rapng a guarantee of future perfonnanca 
CradHworthlneaa of QoMman Sachs 


■ Premium payments wll! be reqttfred to be mede by GoMmen Sachs throughout tha life of the baneacBon.CpnseQuenBy, fnveetor* sro exposed not only a 
the occurrence of Ctedt Events In reUbon to any of the R0erenee &rtltl«a, but also to tha ability of Goldman Sacha to perform Us obi^atiorte to moke 
paymwrts to the iaeuer of the Notee, amongst other oacurad partiea. 

Hlitofteal Peifofflianea does not Predict Future Performanoa of Tranaaotlon 


a Indvidual RtfersncaEndcea may not perform n Indicated by hiatohetfpetlonnanee for almSartyrMedcradtis.Fuithermora, even If fubrre credx 
peifermanoe Is ctrruiar to thM of hWtorie perfbrmanee for the entire matkai, Mveilore muH moke their own omerminrton at a> whether me Referertca 
Portfolio will ratlaei the ai^arlonee of tha unhatsa of rated eradlB. Hence, the fraquaney of CredR Events axpahancad under tha Notea may ba higher 
than mm of hWorlcBl Credh Event raiet, and mat of Mure CredR Event istee for the arrttremaikai. 

■ The nature of, end rfeki aHOdeted wfth, the leauafi fubua mvaettnanto may diftai lubctahtlally from mote invootmonta and nrMagies undertaken 

foetwicdly by euch persona and sntlisea. TherocanbenoceaurencoBistme laeuor's inveotmonta will parfom n vreA so tha paitlnveatmanfoof snyeudt 
pareonacr anttSaa. 

Prejeetibna, Forecasts and Esttmatas 

a Anyptojeetlona, foraeeaa and asCmMaacontalnad herein are forward toolmgststaments and v» bated upon certain auumpbona mm tha Mauer 
oenskfafSfeatonaale.Pfoiacaont art naoaaaaiilyapeculscya In nature^ and Ween be aimacwnhw coma or oBoftho aaoumpdons undeifyingma 
prpteeeena wW not mAorldBa erwIS very oignMetnlty tnm octud taeuM. AooordinBiy, the proiaettona are only an astimata. Actual laatM may vaiy fretn 
tfia profaetiona, and the vsifalions may ba material. 
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I, Unjia Ullman Sdiwartz, submit the following statement: 


Introduction 


1 . From September 2002 through October 2007, 1 was a Managing Director (and fiora 2004 
throu^ October 200? the Senior Managing Director), of collateralized ddit obligation 
(“CDO") asset management for ACA Capital Holdings, Inc. (“ACA"). Throughout this 
time period, ACA conducted its asset management business through ACA Management, 
L.L.C. (“ACAM^. ACAM was a subsidiary of ACA Financial Guaranty Corporation, 
whidi itself is a wholly-owned subsidiary of ACA. 

2. On November 13, 2008, at Ore request of the staff of the Securities and Exchange 
Comihission (“StafT), I testified before the Staff in connection rviOi this investigaOoa 
Through counsel, the Staff has requested Oral 1 address a number of follow-up questions 
relating to the subject matter of my testimony. This statement is submitted at the Staffs 
request. 


*' " — w— I 

Redacted by the 

Penaraent Sabconmiittee on lavcstigatioaa 
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Redacted by die 

PermaBCBt Sobcommittee on Invest^ations 


10. In paiticular, on Januajy 10, 2007, Goldman Sachs employee Fabrice Toune sent me an 
e-mail with a tnmsaction summaiy for the Abacus CDO (Bates-numbered ACA- 
ABACUS-000000002d - ACA-ABACUS-0000000025; SEC Exhibit 7) stating that the 0 
- 9% tranche of the Abacus CDO would be a "pre-committed first loss” tranche. Mr. 
Tourte's transaction summaiy also stales that the "transaction sponsor” bad been “in 
discussions with a couple of potential CDO managers.” The e-mail defines “the 
transaction sjionsor” as Paulson, The transaction summary lists no other tranche as pre- 
committed. Based on my knowledge of the industry, I btdieve that “pre-committed first 
loss” refers to the equity position, a belief that is consistent with the fact that the 0-9% 
tranche typically encompasses the equity portion of a COO transaction. 1 believe this 
communication from Fabrice Toune is representative of communications that led to my 
understanding that Paulson was the equity investor in the transaction. 

11. The “pilch book" for the Abacus CDO (one copy of which ajqiears at the document 
Bates-numbered ABACUS-0001 785285. - ACA-ABACUS-OOOl 785350; SEC Exhibit 
27) contains a page tilled “Structure Overview - Capital Structure." It is my general 
recolleaion that, although ACAM drafted those sections of the Abacus CDO pitch book 
relating to ACAM, Goldman Sadis personnel drafted the remainder of the document, 
including this passage on the Capital Structure. This page designates a “First Loss" 
tranche with a $200,000,000 notional value and a tranche size of "[+10%]" of the initial 
reference portfolio notional amount as “Not Offered.” The phrase “Not Offered” is 
generally assumed, in routine market practices in the industry, to mean “pre-placed,” and 
indicates that the piece of the transaction so designated has already been committed to 
purchase by an investor and will not be marketed. The language in the pitch book is 
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consi^oit with my undemtanding that the equity position was being purchased by the 
transaction sponsor, who I understood to.be Paulson. 


Redacted by the 

Permanent Subcommittee on Investigations 
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Redacted by the 

Permanent Subcommittee on Investigations 


Subscribed and sworn before me. 



Seal: 



( TfoseR'fl KV.V 
NOTARY PUBLIC 


My commission expires: _ 


jBEPTAIWAN 

Notary Poblio 
State ot Oonne^out 
My Conwtlaaton Bipiraa June SOaOtO 

6 Iso . 20 /d . 
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From; Bernstein, Stuart (IB NYP4S) 

Sent: Thursday, July 13. 2006 6:03 PM 

To; Solomon, David (IB NYP48): Berlirtskl, Milton (IB 85B18); Truesdale, Don (IB 85B23): von 

Holzhausen, Kuit (IB 8^23); Ross. Ivan (IB NYP48); Lee, Craig (IB NYP4d}; Grip^i, Kristen 
(IB NYP48) 

Cc: Cohn, Gary 

Subject: Lasry called 


We discussed three K^ics: 

1 ) He wanted to know if we wc^ld do a SPAC for him » long discussion birt the essence of it is that he only wants to do a 
SPAC because tw believes the mortgage REIT market Is ^ad. We agreed that the economics d a mortgage REIT are 
better for him and that as the market got worse, his "distressed' expertise would be m<Ke (not le^) interesting to 
Investors. Next ^ep - go see him and tSscuss the merits of both capital raising opportijnities 



^ Pemaaent 
Sabwmmittw on Inmt^ifiosi 


jn^portarrt Notice 

This e-m^l may contain irrformation that is confidential, privil^ed or otherwise protected from disclosure, if you are not 
an intended redpient of this e-mail, do not duplicate or redi^ribute it ai^ means. Please delete it and any attadvnents 
and ncMify tire sender that you have received it in error. Unintended recipients are prohibited from taking action on the 
basis of infcvmation in this e-mail. 

E-mail messages may contain computer vinjses or other defects, may not be accurately replicated on other systems, or 
may be intercepted, deleted or interfered witir without the knowledge of the sender or the intended recipient. If you are 
tkA oomfortable with the ri^ associated with e-mail messages, you may decide not to use e-mail to communicate with 
Goldman Sachs. 

Goldman Sachs reserves the right, to the extent and under circumstances permitted by applicable law, to retain, mwiitor 
and intercept e-mail messages to and from its systems. 
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From: 

Sent; 

To: 

Subject: 


Swenson, Michael 

Tuesday, September 18, 2006 10:06 AM 
Bimbaum, Josh 
Re: ABX 


Original Message 

Prom: Birnbaum, Josh 
To: Swenson, Michael 
Sent: Tue Sep 19 10:04:52 2006 
Subject: RE: ABX 

I said you were "in a meeting” 

Original Message 

-From: Swenson, Michael 

Sent; Tuesday, September 19, 2006 10:03 AM 
To: Birnbaum, Josh 
Subject; Re: ABX 


Original Message 

From: Birnbaum, Josh 
To: Swenson, Michael 
Sent: Tue Sep 19 10:01:33 2006 
Subject! RE: ABX 

no 


Redacted by tbc Pcrmawnt 

Subcomnittcc w lBvcsttg*boia 


original Message 

From: Swenson, Michael 

Sent: Tuesday, September 19, 2006 10:01 AM 
Tot Birnbaum, Josh 
Subject: Re: ABX 

Are the pissed at me? 

Original Message — - — 

From: Birnbaum, Josh 
To: Swenson, Michael 
Sent: Tue Sep 19 10:00:26 2006 
Subject: RE: ABX 

Believe It or not sobel and sparks want to know if we should exit or double down. We 
double down if we have a structured place to go with the risk. We are waiting for you to 
get in, then we are going to sit down with CDO guys and talk about a deal. 

— Original Message — --- 
From: Swenson, Michael 

-Sent: Tuesday, September 19, 2006 9:59 AM 
To: Birnbaum, Josh 
Subject: Fw: ABX 


What happened here? 

Original Message 

From: Sobel, Jonathan 

To: Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh 
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Sent; Tue Sep 19 07:01:07 2006 
Subject: ABX 

Let's ait down at Sam to discuss. 


Confidential Treatment Requested by Goldman Sachs GS MBS-E-012683947 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01108 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



1105 


Footnote Exhibits - Page 3363 


From; 

Sent: 

To: 


Cc: 

Subject: 


Lehman, David A. 

Thursday, July 20, 2006 10:17 AM 

Sobei, Jonathan; Sparks, Daniel L; M^ugh, John; Brazil, Alan; Egol, Jonathan; Turr^ 
Michael; Burchard, Paul; Paz, Jeffrey; Levy, Bradford S; Jacobsen, Glade; Littlejohn, 
Darren; Downing, Claudia E.; Scales, Cariy 
Swenson, Michael; Birnbaum. Josh; Kamilla, Rajiv; Lehman, David A. 

Mortara Nomination - ABX/CMBX Indices 


Attachments: ABX-CMBX 2006_MikeMoftaraAward- 7-20-06.doc 


Attar^ed please find our submission for the Mortara award. 


ABXCMBX 

06_MikeMortaraAw« 
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2006 Mike Mortara Award for Innovation 

Nomination Template for ABX & CMBX Indices 


Name of project / transaction; 

ABX and CMBX structured product ("SP") credit default swap ("CDS") indices 


□etaiied project / transaction description: 


The ABX and CMBX indices, which launched Q12006, are comprised of CDS that 
reference various SP securities. ABX references twenty different subprirne home equity 
loan ABS deals while CMBX references twenty-five commercial mortgage backed 
security deals. There are five sub-indices for each product corresponding to five rating 
layers of risk - AAA, AA, A, BBB and BBB-, The development of these indices was 
preceded by the explosive growth of single name SP CDS (referencing individual 
CUSIPs) trading over a span of roughly fifteen months - with the bulk of the trading 
activity focused on the home equity ABS and CMBS sectors. The ABX and CMBX 
index products follow in the success of the CDX family of index products in corporate 
CDS trading. 

ABX and CMBX indices are part of the intellectual property of CDX IndexCo, which 
owns and licenses other tradable index products such as CDX and HVOL in the 
corporate CDS market. CDX IndexCo, in turn, is largely owned by a consortium of 
several dealers, including Goldman Sachs. Similar to other tradable CDS index 
products, a new ABX and CMBX index will be created every six months, with the older 
indices outstanding and traded in the marketplace. 

Goldman Sachs played a leadership role in the inter-dealer consortium in the 
development and launch of the ABX and CMBX indices; and thereafter has dominated 
the trading of these products. 
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Notes: 

* ABX, ABXJtE, and CM9X are sendee marhs o( CDS indwCO iXC and have been licensed by OoMman, Sachs & Co. 

* The ASXKE and CMBX bidiaea re^enced herein la (he pn^rty of ^8 IndexCO LLC and ia used under Iteenae. The banaaotions 
desoA>ed hwein are not aponaored, endorsed or promoted by COS IndexCO iXC or any of its members, other than Qoldrran, Sachs & 
Co. 

Source; OoMman Sacha, ABX.HE laumdi Presentation: ASX irKSoes.' The New US Asset Becked Cmdll Default Swap Bea&tmafk Indlcea (CDS 
indexCo LLC) 


How did the project I transaction solve an important problem for a client or for the 
firni and, if applicable, what was the client’s perspective? 

Following the in<»ption of the single name SP CDS market in the fall of 2004, Goldman 
Sachs has been an innovator and a leader in Uie derivatization of structured finance 
securities. 

As ABS and CMBS traditionally have been cash only markets, the ability to create and 
trade risk synthetically has revolutionized the market. SP CDS enables market 
participants to trade risk without ownership of the underlying SP security - thereby 
permitting market participants to efficiently go short the risk of these securities. The 
ABX and CMBX indices have significanlly contributed to the evolution of this martlet by 
explidtiy fostering liquidity through market-maker sponsorship in addition to 
standardization and transparency. The impact has been significant across several 
mar1<et participants. 

■ Banks, Loan Originators, and Dealer Primary Desks: Flexibility to lock in credit 
spreads for pending asset sale or securitization and hedge loan pools, retained 
tranches and residuals. Examples of clients include {but not limited to) Countrywide, 
Huntington, ABN AMRO, First Franklin, National City, and FBR. 

■ Hedge Funds; Flexibility to actively express relative value trades across market 
sectors and across products. Examples of dients include (but not limited to) Paulson 
Capital, Moore Capital, Hi Advisors, Dillon Read Capital Management, Scion, 
Peloton, The Clinton Group, BSAM Credit Strategies Fund. Cascade, Fir Tree, 
Basswood, and Old Lane. 

■ Dealer Trading Desks: Flexibility to actively trade risk and to express positive and 
negative views by selling and buying protection without being limited by inventory. 
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Examples include all major broker dealers. 

• Asset Managers: 

1 . Flexibility to customize portfolios by investing based on risk preference rather 
than dealer inventory or syndicate allocation. Examples of clients include (but not 
limited to) Wellington, Fidelity, Metlife, and Prudential. 

2. Flexibility to manage the ramp-up risk during portfolio accumulation and retain 
flexibility In portfolio construction fCM' cdiateralized debt obligations ("CDOs”). 
Examples of clients include (but not limited to) Ellington, Blackrock, TCW, State 
Street, NorthStar Realty Finance. Wint^ester Capital, and CDC Ixis. 

3. Flexibility to selectively hedge certain SP risks. Examples of clients include (but 
not limited to) PIMCO. JP Morgan Chase Bank, and ING Clarion. 

■ Financial Guarantors and Surety Providers: Flexibility to write protecticHi on senior 
and super-senior risk layers of synthetic portfolios. Examples of clients indude (but 
not limited to) AIG Finandai Products. M8IA, and ACA Finandal Guaranty. 

Certain significant aspects of this market development Include: 

• Entry of hedge funds (induding macro and equity Long/Short) into the SP market, 
given the ability to execute both tong and short views 

• Advent of new trading products: including but not limited to second generation 
products on the indices, such as A6X tranches. 

• Growth of new trading strategies; induding but not limited to cross-sector relative 
value trading strategies (corporate vs. SP, emerging market vs. SP, etc.), cross 
product trading strategies (cash securities vs. CDS), cross tranche trading strategies 
(BBB vs. BB, AAA vs. BBB) and correlation trading (similar to the corporate CDS 
market) 

■ Impact of CDS spread dynamics on the pridng of new issues in the cash SP market. 


What was the market reaction? 


Goldman Dominates Client Trading Volume: 

Since the indices were launched in 1Q2006, the Firm has traded close to $60BN in 
gross notional of ABX and CMBX, maintaining an estimated 40% market share. The 
FICC-Equities salesforce and the SP derivatives marketing effort proved invaluable in 
wort<ing with the trading desk to establish and maintain this market share. In addition. 
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the Firm dominates single name SP COS trading flows with a similar market share, 
having traded approximately $150BN of gross notional to date. The SP CDS market is 
expected to have outstanding notional of approximately $750BN by year end 2006. 


Goldman Dominates Inter-Dealer Trading: 

In addition to high market share in our client flows, the Firm dominates the inter-dealer 
market. 

Goldman Establishes Significant Trading Relationships with Several New Clients: 

ABX and CMBX are now the benchmark for SP CDS. The liquidity generated by the 
Firm has made this market attractive to many non-traditional A8S and CMBS clients. 
Speciflcally, maao and equity hedge funds, as well as credit funds, have been large 
participants in the index market. As liquidity and sponsorship are paramount to hedge 
funds and other trading oriented clients, the ABX and CMBX indices opened up our 
market to these clients, creating marginal supply and demand. For example, it is 
interesting to note that approximately 38% of trading volume on the ABX indices has 
been with hedge funds, most of which are new clients of the structured products trading 
business. 
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How did the project / transaction differentiate Goidman Sachs in the marketpiace? 


Goldman was the leader and principal driver in the creation of both ABX and CMBX. 

First, GS demonstrated a leadership role with iSDA leading to the development of 
standardized trading terms and documentation of SP CDS in June 2005. 

Standardization resulted in explosive growth in trading volume - to $2-5BN in trading 
notional each week from $200-300MM a week prior to June 2005. This was followed 
concurrently by efforts on the development of the ABX and CMBX, where the 
standardization of the single name CDS confirmation was Invaluable in the process of 
building consensus relating to the indices. . 

Second, Firm employees were instrumental in leading all aspects of the index creation, 
including structuring, trading, legal, and operational. In addition, Markit Group, the 
administrator for the indices, constantly looked to Goldman during the process for 
advice and support. 

Finally, given the Firm's expertise and market share in the single name SP CDS market, 
both our clients and our competitors looked to Goldman in the creation of ABX and 
CMBX. 


What was the benefit to Goldman Sachs (including profitability)? 


The Firm's role in ABX and CMBX have The benefits to the Firm Include: 

a) Market share of approximately 40%. 

b) Cementing the Firm's leadership role at the forefront of the developing SP 
derivatives market. 

c) Gross P&L 'yTD of $30mm from trading ABX and CMBX (In aggregate $60mm 
on SP synthetics trading). Expected aggregate SP. synthetics P&L for fiscal 2006 
of 125mm. 

d) Euromoney recently named Goldman Sachs the Global Best Credit Derivatives 
House for 2006. Our leadership and innovation in SP CDS and the ABX and 
CMBX indices were important considerations for this award. 


Is this project / transaction replicable? If so, vyhat is the plan to do so? 

Despite the rapid growth of the SP CDS market, it is still in its relative infancy. We 
expect the market to significantly grow in notional and rapidly dwarf the underlying cash 
securities market with concurrent revenue potential for Goldman Sachs. 

While these indices satisfy the market's demand for unfunded ABS sub prime and 
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CMBS risk, we feel similar opportunities are available v^ere the Firm can display 
Innovation and leadership. 

Specifically, we are worWng towards “second generation" products such as index 
options and tranches. These are established businesses in the corporate market, and 
the Firm has already taking a leadership role In the index tranche market, having 
execxjted several trades. 

In addition, the ABX and CMBX technology potentially has use with other structured 
products, such as CDOs. credit card ABS, and auto loan ABS. 


Name of team or individual who worked on the project / transaction: 


Trading 

Domenico AcriGarofalo 
Josh Bimbaum 
Edwin Chin 
Jonathan Egol 
David Gerst 
Rajiv Kamilla 
David Lehman 
Deeb Salem 
Matt Salem 
Ben Solomon 
Michael Swenson 
Fabrice Tourre 
Geoff Williams 

FICC-Equities Sales and Derivatives Marketing Team 

Strategies 
Tom Barrett 
Alan Brazil 
Paul Burchard 
Toby Falk 
Kevin Kao 
Ting Liu 
Jordan Mann 
Kyle Nagel 
Shelly Shapiro 
Michael Turok 
Peng Yu 
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Technology 
Jeff Paz 

Flrmwide eBusiness 
Brad Levy 

Legal 

Glade Jacobsen 
Darren Littlejohn 

Credit 
liana Ash 
Li-Wan Chia 
Nicolas Friedman 
Clare Sant 
Dennis Young 

Operations 
Anne Cottandn 
Claudia Downing 
Rohan Murphy 
Nehal Nishar 
Mark Perry 
early Scales 
Poonam Shah 
Auda Waion 
Tina Yang 


Namefs) of those making the nomination; 

Josh Bimbaum 

Rajiv Kamilla 

David Lehman 

Michael Swenson 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-014038818 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm01117 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 





1114 


Footnote Exhibits - Page 3372 


From: ^)arks, Daniel L 

Sent; FrkJay, July 07. 2006 1 2:38 PM 

To: Lehman, David A. 

Subject; RE; Mike Mortara Award for inrravation 

yes 


From; Lehman, David A. 

Sent! Friday, July 07, 2006 11:37 AM 

To; McHugh, Johnj Swenson, Michael 

Ce: Sparte, Daniel L; Kamilla, Rajiv; Birnbaum, Josh 

Subject: RE; Mike Mortara Award for InnovaUon 

OK. then 1 think we should go for it. Dan/Miko/Rapv/Josh? 


From! Mc^fugh, John 

Sent: Friday, July 07, 2006 12:26 PM 

To: Lehman, David A.; Swenson, Michael 

Get Sparks, Danld L; Kamilla, Rajiv 

Subject: RE: Mike Mortara Award for Innovation 

I spoke to the coordinator. If we can claim to have originated the Innovative product concept/structure or we 
were the driving force behind the consortium, we can submit a nomination. 


From: Lehman, David A. 

Sent: Friday, July 07, 2006 8:09 AM 
To: McHugh, John; Sw«ison, Michael 
Ce: Sparks, Daniel L; Kamilla, Rajiv 
Subject: RE: Mike Mortara Award for Innovation 

Added Rajiv to the e-mail. 

i like the idea and I think A0X/CMBX fit most of the below criteria, my only thought is that ABX/CMBX 
were formed by a multi-dealer consortium, not just QS. While GS was clearly a leader in the 
consortium, f am unsure if this fits the Mortara award. I am for it if we feel that criteria is met. 


From: McHugh, John 

Sent: Friday, Juty 07, 2006 8:02 AM 

To: Swenson, Michael; Lehman, David A. 

Cc: Sparks, Daniel L 

Subject: FW: Mike Mortara Award for Innovation 
Should we submit a nomination for ABX/CMBX? 


Prom: Equities and FICC Communications 
Sent: Tuesday, June 20, 2006 4:27 PM 
To: 'All Equities and FICC 
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Subject: Mike Mortara Award fcM* Innovation 



Equities and FJCC Comrr 


June 20, 2006 

Mike Mortara Award for innovation 


We are pleased to accept nominations for the fifth annual Mike Mortara Award for Innc 
FiCC divisions. Mike Mortara served as co-head of FiCC from 1994 unti! his sudden p 
recognizes the creative, forward-looking, and entrepreneurial contributions of an indivit 

'Hie review committee witi use the foliowirtg criteria to-judge the submissions; 

• Did the transaction or project distinguish us from the competition? 

• Was an important ciienf or firm problem solved? 

• What was or ^^11 be the impact on the market and firm? 

• Is the transaction replicable? 

• What was the profitability of the transaction? 

Please use the OQmi 0 .aXlQnJ. 9 rnp.late for your submission. 

Nominations are due 'niursday, July 20. The winner will be announced Portly there 
divisions v/ilt make a significant donation to the charity of the winner's choice. 

Phi! Hylander, Paul Young, Bernie Mensah, Sheila Patel, and Bruce Petersen will com 
committee, which will be chaired by Bill McMahon. 

Robert Nuzzo will serve as committee coordinator and ait submissions should be sent 
contact him with any questions. 

This award perpetuates Mike's focus on innovation. He embodied the best of Ooidmai 
mark on the firm and the financial services industry. Mike would be proud of the ability 
embrace change to benefit our clients. 


Gary D. Cohn 
J. Michael Evans 
Thomas K. Montag 
Michael S. Sherwood 
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From: 

Sent; 

To: 

Subject: 


ToufTB, Fabiloe 

Wednesday, February 21, 2007 10:14 PM 
Lehman. David A. 

RE: ACA/Paulson post 


My idea to broker the short. Paulson's idea to work with a manager. Ny idea to discuss 
this with ACA who could do supersenior at the same time... 

Original Message 

From: Lehman, David A. 

Sent! Wednesday, February 21, 2007 9:50 PM 

To: Tourre, Fabrice 

Subject: Re: ACA/Paulson post 

Ok - but how long have we been working on this and whose idea was it? Need to refresh my 
memory 

Walk josh through the $, if that makes sense let's go 



jm I » Redacted^ the Permanent 


Subcommittee m lnvcsti|stteiis 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street ! New York, NY 10004 
Tel: 212-902-2927 I Fax; 212-902-1691 
e-mail: david.lehnan6gs.com 


- — — , Original Message — --- 
From! Tourre, Fabrice 
To: Lehman, David A. 

Sent: Wed Feb 21 21:47:39 2007 
Subject: RB: ACA/Paulson post 


Sorry, just saw your email. I think people will be on board with this - Bgol, Ostrem, Roai 
and even Sweny sound ok with it, it is really Josh I need to walk carefully through my 
thinking. Sparks is really relying on us at this point. He is mostly focused on covering 
our single-names/idyosyncracic short trades to get better observability. 


---—Original Message — 

From: Lehman, David A. 

Sent: Wednesday, February 21, 2007 10:50 AM 

To: Tourre, Fabrice 

Subject: Re: ACA/Paulson post 

Put the Ss in front of josh and/or swenny (live) as a gut check and walk them through it. 

As u know, I am for doing this deal for thera/with them, let's just make sure we are 
charging enough for it given our axe as principal in this type of risk 

•Also post sparks live (I'm assuming he is sitting next to you) 
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Re dtcf tf fay thf Permanent 
SutommiKte on Invesiigsthms 


David A. Lehman 
Goldman > Sachs & Co. 

85 Broad Street j New York, NY 10004 

Tel; 212-902-2927 1 Fax: 212-902-1691 ! Mobs 917- 

e-mail: davld.lehmanSgs.com 


Original Message ----- 

From: Tourre, Fabrice 
To; Lehman, David A. 

Sent: Wed Feb 21 10:00:58 2007 
Subject: RE: ACA/Paulson post 

14mm before. We are asking for higher min fee and wider strikes 

Original Message 

From: Lehman, David A. 

Sent: Wednesday, February 21, 2007 10:00 M4 

To: Tourre, Fabrice; Swenson, Michael; Ostrem, Peter L; Rosenblum, David J.; Birnbaum, 
Josh 

Cc: Wisenbaker, Scott; ficc-mtgcorr-desk 
Subject: Re; ACA/Paulson post 

The 19mm compares to what # before ? (assuming equal not'l sold) 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street | New York, NY 10004 
Tel: 212-902-2927 | Fax: 212-902-1691 

e-mail : david . lehman^ga . com 



Original Message 

From: Tourre, Fabrice 

To: Lehnwn, David A.; Swenson, Michael; Ostrem, Peter L; Rosenblum, David J./ Birnbaum, 
Josh 

Cc: Wisenbaker, Scott; ficc-mtgcorr-desk 
Sent: Tue Feb 20 16:29:16 2007 
Subject: RE: ACA/Paulson post 


OK, based on the price thoughts circulated in the previous email for the ABACUS 2007-ACl 
transaction, I would like to update the Paulson engagement letter to reflect the 
following: ----- ... 

— Up to $l,300Rvn of supersenior 0 a strike spread of 60bps. Distribution fee of 0.25% + 
1/2 the upside vs. the stri)(e spread 

— Up to S240mm of Aaa/AAA 0 an all-in strike spread (including portfolio advisory fees) 
of 125bps. Distribution fee of 1.25% + 1/2 the upside vs. the strike spread 

— Up to $100mm of Aa2/AA 0 an all-in strike spread (including portfolio advisory fees! of 
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200bps, Distribution fee of 2.50% + 1/2 the upside vs, the strike spread 

— Up to $80tnin of Aa3/AA- 0 an all-in strike spread (including portfolio advisory fees) of 
250bp5. Distribution fee of 3.00% + 1/2 the upside vs. the strike spread 

— Up to $100mti of A2/A 0 an all-in strike spread (including portfolio advisory fees) of 
500bps. Distribution fee of 4.00% + 1/2 the upside vs. the strike spread 

My assumption is that we can execute at the levels below, and P&L in that case would be up 
to $19!nm for this trade: 

— supersenior @ 50bps 

— Aaa/AAA 0 L+75bps (+25bps of portfolio advisory fees) » 100bps 

— Aa2/AA 0 L+90bps (+50bps of portfolio advisory fees) •» 140bps 

— Aa3/AA- 0 L+llSbps (+50bp5 of portfolio advisory fees) * 165bps 

— A2/A 0 L+300bps (+100bps of portfolio advisory fees) = 400bps 

Please let me know if you have comments on this, thanks. 


From: Tourre, Fabrice 

Sent: Thursday, January 18, 200? 9:59 AM 

To; Lehman, . David A. ; Swenson, Michael; Ostrem, Peter L; Rosenbium, David J. 
Cc! Wisenbaker, Scott; fioc-mtgcorr-desk 
Subject: ACA/Paulson post 


ACA is going to be ok acting as portfolio selection agent for Paulson, in exchange for a 
portfolio advisory fee of at least Slrrm pet year. We will have to distribute supersenior 
through slngle-A rated notes off a static portfolio of mezzanine subprime RMBS obligations 
selected by ACA. 

The transaction will not be broadly marketed until February 23 since ACA is already locked 
with another investment bank until that date. If everyone agrees, the idea is to quietly 
show this trade to a select number of accounts, and broadly announce the transaction on 
Feb 23 if it fits with the overall CDO pipeline and if we feel ok with our existing Baa2 
RMBS risk position. 

We are trying to get Paulson to give us an order on the following tranches: 

— Up to 91,300mm of supersenior 0 a strike spread of 34bp8. Distribution fee of 0.20% 4 
1/2 the upside vs. the strike spread 

— Up to 9240nnn of Aaa/AAA 0 an all-in strike spread (including portfolio advisory fees) 
of lOObps. Distribution fee of 1.00% + 1/2 the upside vs. the strike spread 

— Up to 9100mRi of Aa2/AA 0 an all-in strike spread (including portfolio advisory fees) of 
ISObps. Distribution fee of 2.00% 4 1/2 the upside vs. the strike spread 

-- Up CO 980rnm of Aa3/AA- 0 an all-in strike spread (including portfolio advisory fees) of 
175bp8. Distribution fee of 2.50% 4 1/2 Che upside vs. Che strike spread 

— Up Co $100R8a of A2/A 0 an all-in strike spread (including portfolio advisory fees) of 
42Sbps. Distribution fee of 3.00% 4 1/2 the upside vs. the strike spread 

My assumption is that we can execute at the levels below, and F6L in that case would be up 
to SlSiren for this trade (97.5rnm for a $lbn trade): 

-- superaenlor 0 25bps 

— Aaa/AAA 0 L460bps {420bps of portfolio advisory fees) « 85bps 

— Aa2/AA 0 L480bps (450bps of portfolio advisory fees) * i30bps 

— Aa3/AA- 0 -L+95bpa {+50bp3 of portfolio advisory fees) * 145bps 
-- A2/A 0 L4275bps (4l00bp3 of portfolio advisory fees) » 375bps 
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From: Swenson, Michaet 

Sent: Friday, June 29, 2007 3:56 PM 

To: Lehman. David A. 

Subject: RE: ABS Update 


No he is in spain - don't worry I am fine 49-00 bid on the screens for 07-1 bbb- right now 

Please relax and enjoy your day off 

Original Message 

From: Lehman, David A. 

Sent: Friday, June 29, 2007 3:31 PM 
To: Swenson, Michael 
Subject: Re: ABS Update 

Is josh in? 


Redacted by tN: PcrroaBCRi 
Subcommittee on invesligstioiit 


David A. Lehman 
Goldman, Sachs S Co. 

85 Broad Street t New York, NY 10004 
Tel: 212-902-2927 ! Fax; 212-902-1691 

e-mail: david.lehmanSgs.com 


Mob: 



Original Message 

From: Swenson, Michael 
To; Lehman, David A. 

Sent: Fri Jun 29 15:26:46 2007 
Subject: RE: ABS Update 

I think we will see 3 to 5 guys go under next week 


Original Message 

From: Lehman, David A. 

Sent; Friday, June 29, 2007 3:06 PM 
To: Swenson, Michael 
Subject: Re: ABS Update 

Don't worry "bout seating 

we r in the middle of a mkt meltdown 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street | New York, NY 10004 
Tel: 212-902-2927 I Fax: 212-902-1691 
e-mail : david.lehmanSgs . com 
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Original Message 

From: Swenson, Michael 
To: Lehman, David A. 

Sent: Fri Jun 29 15:00:59 2007 
Subject: RE: ABS Update 

Lilly sent out the seating chart caused a major problem here - I am running p and 1 on a 
napkin and I have ben wigging out - ugghhh 

Original Message — 

Front: Lehman, David A. 

Sent: Friday, June 29, 2007 2:17 PM 
To: Swenson, Michael 
Subject: Re: ABS Update 

U shd let them know we have added 250ram of A/BBB/BBB- CMB5 CDS risk as the mkt has widened 
today. Across cmbs and correlation. 


..M- Redacted by the Pcrament 
Sob^mittecoainveslN^tions 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street ! New York, NY 10004 
Tel: 212-902-2927 t Fax: 212-902-1691 
e-mail: david. lehmanSgs . com 



— — Original Message 

From: Swenson, Michael 
To: Lehman, David A. 

Sant: Fri Jun 29 13:59:57 2007 
Subject: RS: ABS Update 

Yes - it is probably more but I had to haircut egol 

Cmbs Is up 2 bucks 

— Original Message 

From: Lehman, David A. 

Sent: Friday, June 29, 2007 1:56 PM 
To: Swenson, Michael 
Subject: Re: ABS Update 

U incl cmbs? 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street 1 New York, NY 10004 
Tel: 212-902-2927 I Fax; 212-902-1691 
e-mail : david. lehmanSgs . com 
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Original Message 

From: Swenson, Michael 

To: Mullen, Donald; Montag, Tom? Sparks, Daniel I,; Brafman, Lester R 
Cc; Lehman,. David A.; Birnbaum, Josh 
Sent: Fri Jun 29 13:54:24 2007 
Subject: RE: ABS Update 

+10 - 15 


Original Message 

From: Mullen, Donald 

Sent: Friday, June 29, 2007 1:45 PM 

To: Swenson, Michael; Montag, Tom; Sparks, Daniel L; Brafman, Lester R 
Cc: Lehman, David A.; Birnbaum, Josh 
Subject! Be: ABS Update 

Pnl est? 


Original Message 

From: Swenson, Michael 

To: Swenson, Michael; Mullen, Donald; Montag, Tom; Sparks, Daniel L; Brafman, Lester R 
Cc: Lehman, David A.; Birnbaiut, Josh 
Sent: Fri Jun 29 13:36:48 2007 
Subject: RE: ABS Update 

06-1 ABX <2005 vintage) down the most today (2+ points). The WSJ article really has the 
account base very concerned on the vintage. 

06-2 and 07-1 Single-As are down 2pt5 on the day (80bps) - UBS on the dealer side has been 
pounding on it all day, Highbridge and Polygon have been active as well, 

There is absolutely no support at the lower levels from the street. 

CDOs are wider by 50bp or more. 


From: Swenson, Michael 

Sent: Friday, June 29, 2007 9:22 AM 

To: Mullen, Donald; Montag, Tom; Sparks, Daniel L; Brafman, Lester R 

Cc: Lehman, David A. ; Swenson, Michael; Birnbaum, Josh 

Subject: ABS Update ■ 

ABX - 200S vintage (06-1) under pressure (dovm 1/2 point) due to today's article in 
the wsj that attributed the poor performance of Cambridge's overweight of the 2005 vintage 
collateral in the fund it has decided to close down. 

Single-Names - continued short covering 10 CDS BWICs totaling $675iFim. QVT who has 
been very big from the short side in single names for 18 months now has asked to work out 
of comp in helping them cover some of the Tier 4 shorts that they had put on. This will 
take a number of days to get the liquidity but is a very good trading opportunity for us. 

CDOs - 2 small BWICs (Ischus, Investec) from mangers who are well along in rankling a 
CDO warehouse. Names are seasoned and very clean. Investors are in a holding pattern for 
the next. few days as margin calls and month-end marks are being digested. 


Goldman, Sachs S Co. 
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85 Broad Street | Hew York, NY 10004 ___ 

tel: +1 212 902 5090 | mobile: +1 917 MBHM i fax: +1 212 428 9761 

e-mail: niichael.swensonQgs.com 

Goldman 

Sachs 

Michael J. Swenson 

Fixed Income, Currency & Commodities 


® Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See 
http: //WWW. gs . com/discIaimer/email-salesandtrading..hCnU. for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential .or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.coin/disclaimer/email/ for further 
information on confidentiality and the risks of non-secure electronic coiranunication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


« Redacted by the Pemiacnt 
Ssbewnmittecen Invcst^twos 
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NEW PRODUCT MEMORANDUM 

To: Federation New Products Commiaee ♦ Americas 

Frrmi: John Bimbaum, Structured Products Group Trading 

Rajiv Kamilia, StrucAurod Products Group Trading 
Jeremy Primer, FtCC Strategy - Mortgages 
Date: December 18, 2006 

Subject: Launch of US Property Derivatives Trading 

Partner Sponsor: Den Sparks. Global Structured Products and Mortgages 


Executive Summary 


Description of Business / Overview: While a US prq>erty derivative market has been considered for 
some time, a number of bends have now convei^ed to make such a market viable on a large scale: 


• There has been major recent growUi of global interest in alternative asset classes that are 
decorrelated to G-7 equities and fixed income. Among these have been commodities, 
physical real estate, h^ge funds, and private equity. Of these, real estate is the largest asset 
class wifiiout a derivatives market dir^y link^ to it. 

• The major residential and commercial property indices now have the availabili^ and 
sponsorship required of derivative underiieis. Earlier this year, some of the Fiseiv/Case> 
Shiller indices were branded by Standard & Poor’s with the intent of supporting index trading 
activity. This gave the Case>ShilIer indices additional credibility and visibility. It is die 
residential index family we prefer for trying, though the indices published by OFHEO 
(Office of Federal Housing Enterprise Oversight) provide an alternative. On the commercial 
side, the NCREIF index is die major benchmark commercial index for US money managers, 
but it has been unavailable for broad-based trading over the past two years owing to an 
exclusive license agreement between Credit Suisse and NCI^IF, Credit Suisse is now 
waiving their exclusive in an effort to up the market. 

« The recent focus on US residential real estate prices has raised the level of interest in hedging 
and expressing trading views in that market. 

In 2006, the US structured product business at Goldman Sachs and at other dealers has traded significant 
notional in derivatives referenced to RMBS and CMBS, namely ABS credit'defeult swaps (CDS) and (he 
related indices ABX.HE and CMBX. There have been severe drivers of growth in this space, with CDOs 
on the long side, and macro hedge fimds largely on the short side, buying protection against a downturn in 
underlying property values. The growth in the liusiness is partly a reflection of investors looking to 
eiqiress views on property values using derivatives. 

In anticipation of the launch of this market, a multi-rfealer working group (including OS) is, in 
conjunction wife ISOA, drafting industry-standard definitions (Property Index Derivatives Definitions of 
2007) and standardized confirmation templates for this business. 


In preparation for this launch, we have built an index database fiamework, tradables, marking tools, 
risk management tools for property index derivatives. The tradable for forward contracts is complete at 
this time, and has been approved by DA and MCD. The tradable for TRS has been developed, tiiougfa It 
still requires approval. The team will build a tradable for vanilla options, which will be tested and down- 
streamed prior to our trading in options. 
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Based on.our discussions with several players, we see die following likely applications: 

Pension Funds, Mutual Funds, Insurance Companies: Gain access to new derivative products 
giving exposures that ore complementary to existing property exposure. Property derivatives allow for 
divemitication inU> single-femily homes as well as additional commercial sectors. Its low correlation 
witit other asset classes, U^etber with long-run conelaticm to inflation, makes property particularly 
atiiactive to pension funds. 

Hedge funds: Take direct exposure to real estate, and make relative value plays versus real est^- 
related equities and credit. 

Banks and GSEs: Hedge and diversify real estate exposure. 

Developers and Builders: Hedge and diversify tircir pipelines, and at times taking on long exposure 
in derivatives in lieu of physical properties 

Mortgage Originators, Servicers and Insurers: Hedge real estate exposure. Servicers have a 
natural housing short in place through their prepayment exposure, which they may wish to cover with 
longs in property derivatives. 

Dealers: Provides a new product for market-making, hedging loan portfolios and hedging 
ABS/CMBS residuals and structures. 

CDOs; Buy rated property derivative index loss contracts. 

ETFs; Outright long and short positions, and/or relative value trades, depending on fund mandate. 
Previous Committee Approvals: none 

Approval Requested: Approval to trade the transactions described herein, under ‘Types of Transadion" 

Expected Start Date: 

Residential Forwards; January 2. 2007 

Total Return Swaps, Commercial Forwards; January 16, 2007 

Vanilla Options; February 20. 2007 

Bespoke Property transactions: as they arise 

Types of Transaction: We plan on doing the following types of transaction; 

Forwards 

Total Rate of Return Swaps (‘TRS") 

Vanilla Options 
Bespoke Traitsactions 

Tenns will range from 3 months to 5 years. 

We plan on referencing the following indices: 

S&P Case-Shilier Home Price Indices 

- 2 - 
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OFHEO Houmj Price Indices 

NCREIF Property Index and its components (National Council of Real Estate 
Investment Fiduciaics) 

The indices are described in detail in Appendix 1 (PowerPoint). 

Forward trades will be cash-settled forwards on a single underlying index; at expiration, foe short party 
will pay foe long par^ an amount involving foe observed index minus the strike. 

Total Rate of Return Swaps will be vanilla swaps with a LIBOR leg and a property leg. Ihe property leg 
will pay the periodic return on the underlying index. This type of vanilla TllS contains no t^donai or 
varying struemr^ features. 

We expect most residential transactions to be forward contracts based on the S&P/Case-Shiller House. 
Price indices. We expecA most commercial transaaions to be Total Rate of Return Swaps based on foe 
NCREIF Property index or its sector-^cific or geographic sub-indices. 

We expect vanilla options on forwards to trade in foe major indices. These will include European and 
American puts and calls, as well as caps and floors. We ^so expect to do bespoke transactions on 
individual indices or on baskets in response to foe needs of particular customers. 

Some plausible but imperfect hedges for property trades include (i) property index derivative tiades in 
other Indices or with iUtemative structures, (ii) credit default swaps in the ABS/CMBS space (Hi) interest 
rate products, (iv) equity index trades in related sectors, (v) corporate credit default swaps in relafod 
sectors. 

Business Analysis: 

Benefits. The US fixed income market has c^italization of S2S. 9 trillion, US equities has S16.4 trillion, 
US housing S22.2 trillion, and US Commercial Real Estate ^rproximately SS.O trillion (as of March 31, 
2006). For many cash and physical markets foat have develop^ associated derivative maricets, foe size of 
foe derivative market is now significantly grearer than that of the underlying cash market, eg. global 
government bonds, corporate credit, RNfflS/CMBS credit, and equities. Entering foe property derivatives 
business gives dealers direct access to the real estafo market and a large potential revenue stream. It will 
also leverage our structured products franchise, which is focused on origination, structuring and trading of 
residentid and commercial mortgage loans and associated securities. Of 400 accounts foat we cover in 
ABS, only about SO have printed synthetic ABX or single-name ABS CDS trades with us, but many of 
foe remainder would be interested in direct plays on asset values. We expect foe property derivatives 
business to also open up a whole range of additional, property-related end users to our t^ing and 
stntctiiring franchise. 

Risks. We plan to run a large and diversified book of business in the sector, and the risks are comparable 
to those in any mtyor commodity and derivatives businesses. They comprise market risk, hedging risk and 
index risk. The mariect risk can be decomposed into (i) changes in spot levels, (ii) changes in foe shape of 
the forward curves, and (iii) changes in volatility and correlation, both implied and realized. There is also 
foe possibility foat foe presence of a derivatives market may lead to changes in foe dynamics of the 
underiying physical markets that need to be considered. As noted above (in ‘Types of Transaction”), 
various hedges will be used in the business, so there are risks associated with hedge efficiency. 

Finally, foe business will be reliant on a number of indices, and although foe index providers have gone to 
great lengths to ensure the indices will cominue to be published and will not contain errors, the business is 
e^qjosed to risks associated with index publication. We expect this risk to be small; based on our survey of 
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Ae index providers, they have never had any errors In the past. Some of die indices have a scheduled 
publication of revisions, but die draft ISDA deftnitions for property derivatives contemplate diis and treat 
revisions differently than errors. 

Finandai Analysts: We believe the revraue opportunity for Goldman Sachs to be in the $S0 million to 
S200 million range for the 2007 fiscal year. Following the first year, we would expect this business to 
gross $100 million to $300 million annually. 

Volume; Initially we expect 5 to 20 trades per week, most with size in the $S to $50 miUion notional 
range. Some trades may be in the $100 million to SSOO million notional area. 

Goidoian Sachs Entity: Goldman Sachs Coital Markets (OSCM), Goldman Sachs International (GSl) 

Risks/Issues and Associated Mitigants 

Compliance The team met with Steve Elia and Jordan Horvath to discuss compliance concerns. Any use 
of retail aggregators would have to comply with the GS aggregator policy; however, at this time, we are 
only requesting approval to trade with institutional accounts, so the policy is not appiicdile. No odier 
concerns were not^, 

Controllers The team met with Sal Fottuoato to discuss financial reporting. The only issues identified am 
generic to new businesses, and concern price tomsparency and bid-offer reserve policy. The business will 
provide controllers with whatever market information is available regarding forward curves in an index 
group prior to engaging in any option transactions in that group. 

We have spoken with John Chartres about CS£ regulatory capital for the business. CSE regulatory capital 
will be based on charges for incremental value-at-risk as well as charges for counterparty credit risk on 
positive mark-to-market amounts. Given the uncertain nature of hedging relationships of property index 
derivatives with any existing financial assets, the team does not believe there should be any capital charge 
reduction on account of hedge positions at the launch of tills business, and hence property derivatives 
positions and any other hedge positions will contribute independendy to CSE regulatory capital 
requirements. 

We have also spoken with Martin Ashworth regarding GSt regulatory capital. The nexus of the market 
risk in this business will be at OSCM, there being a back-to-back sw^ between GSI and OSCM for each 
trade. GSI regulatory capital is comprised of risk based charges for position risk (market and specific), 
counteiparQ' risk and large exposure or cooceniiation risk. For OSI, the back-to-back nature of the 
property derivative trades neutralises the position risk charge but generates counterparty risk to the client 
and coimterparty risk plus concentration risk to GSCM. Any OSCM mark-to-market exposure in GSI is 
however mitigated by the collateral process in place between the entities. The counterparty risk and 
concentration risk calculations are based on the positive mark-to-market plus a percentage of the notional 
of die derivative. 

Credit The team had discussions with liana Ash and Nicolas Friedman in Credit. They have emphasized 
the following consider^ons: 

Credit risk exposure consideraHons 

« GS Credit has been working with the team to understand credit risk implications of the simpler 
products (forward and TRS) expected to be traded initially. More complex structures sudi as CDS 
and options will be reviewed and analyzed subsequently 
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(ioliiniait 
. Saviis 


• Key considerations to quaiUiiy credit ri^ include liquidity as well as tecdmical and sentiment risk 
expected to generate intta-mondt MTM wlatility before reference indices are published 

• Although some more validation work will be required, Credit has developed the following 
preliminary inidal m^in (aka 'lA”) schedule dial we intend to apply to high risk counteipaities 
(such as hedge funds) to fully caUateralize our ri^. 

t This schedule is intenikd to cover a 2-week, greater than 99% Cl move in MTM 

• It is expected to be revised as liquidity improves and maiket data becomes available 

• Although GS Credit’s initial preference was to apply one uniform schedule for all MSAs, this 
^proach could have resulted in adverse business selection whereby trading volume of low 
volatility markets would be significantly reduced 

• Asa result, GS Credit grouped MSAs in tiuec main buckets: Low, Medium and High vol^lity 
markets, and uniform lA levels were developed for each volatility bucket: 

tnltM Ma/g/n «•' M or netionti ^nttmlnary Kbotfu/oJ 



[ cs 1 

1 " M^um 1 

L mh 


Ttnor / 



hbs 

LAX 

DW — 

NVM 


— 

— SRt — 

WM 


1 Y 

“SBC 

2.6% 

4.3% 

4.2% 

4.2% 


4.2% 

6.6% 

6.6% 



2Y 

4.1% 

4.1% 

6.3% 

6.2% 

6.2% 

e3% 

6.2% 

6.6% 

8.8% 

8.8% 

8.2% 

3Y 

4.6% 

4.6% 

7.2% 

7.2% 

7.2% 


7.2% 

6.6% 

6.5% 

9.6% 

6.0% 

4Y 

6.1% 

6.1% 

7^% 

7.6% 

7.6% 

7.6% 

7.6% 

10.1% 

10.1% 

10.1% 

6.3% 

BY 

8.3% 

5.3% 

7.6% 

7.6% 

7.6% 

7J% 

7.6% 

10.4% 

104% 

10.4% 

6.6% 


Operational considerations 

• The margining process will be manual (at least initially) 

• As such, GS Credit will need to be contacted for every* trade Ln order to determine margiQ. set up 
trade level terms and ensure margin terms go on the confirm 

Leg<d considerations 

« This new product will be offered to new types of courtterparties, namely real estate developers, home 
builders, REIT and PWM clients, against which GS docs not have credit exposure traditionally. 

• Front Oftice will need to contact Credit ahead of a trade and help provide necessary documentation 
required for credit review a new counterparty if necessary 

• Credit will liaise with Legal to start tlie negotiation of ISDA/CSA doomients for new counterparties 

Human Capital Management There are no outstanding headcount issues specific to launching this 
business, so the team did not meet with HCM. 

Legal The team met with Glade Jacobsen, Darren Litiiejohn and Erin Holland of the Legal. Department. 

All counterparties facing GSI and GSCM in property derivative tmnsactions must qualify as “eligible 
contiBct participants" under the US Commodity Exchange Act. Most US counteqrarties provide 
representations conftrming this feet under their ISDA Master Agreement with GS. All transactions will 
have to be confirmed using templatos approved the legal department for the relevant index and 
transaction type. The templates must be finalized before any trading activity begins. The publication of a 
property derivatives definition booklet by ISDA (see below) in early 2007 should help standardize 
documentation in this area. In addition, all marketing materials will need to be reviewed by legal and 
compliance before being distributed to prospective counterparties. 

The underlying components of any index referenced in a property derivatives transaction must be actual 
properties (and not mortgage backed securities, for example). The legal analysis reined to this business 
would likely differ if the indices referenced securities or anything other than actual properties. 
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To the extent there are recurrent dealings in the market in these types of property derivatives transactions, 
GS should receive favourable netting and collateral treatment under the US Bankruptcy Code for US 
counterparties. 

License Fees - GS has entered into a Qon>exclusive contra^al agreement with S&P diat will 
allow us to reference the r^rplicable S&P/Case-Shiller index in our property derivative contracts. 
We expect to enter into a comparable contract with NCREIF within a few weeks. Teresa de 
Tunis and Philip Cenatiempo (eCotnmerce) have handled the negotiations and contracting. 

Contract Stmeture and Confirmations - GS is a member of a muld'dealer working group that is, 
in conjunction wife ISDA, drafting industry'Standard definitions (Property Index Derivatives 
Definitions of 2007} and standardized confirmation templates. Darren Littlejohn and Erin Holland 
have been involved in these discussions. Draft confirmations are available from ISDA’s counsel. 

Market Rl^ We have over 20 years of data in each of the tradable index series. Wife this data, fee team 
has built a structural VaR model which can form fee basis of VaR calculations prior to fee existence of a 
trying history in fee market. The team is able to work wife MRMA to make alterations to this model if 
needed for VaR calculation. After a period of time, fee usual GS VaR methodology, based on actual price 
movements of forward contracts, will supersede this. 

We have proposed initial stress test levels based on a combination of (a) a view of fee magnitude of 
moves in fee forward curve that would allow for a statistical arbitrage versus physical properties, net of 
transaction costs, and (b) a long-dated version of fee VaR fiamewoik feat allows for calibration of risks 
across trade in difierent indices and tenors, as well as portfolio-level stress. MRMA may consider using a 
scenario-based stress test in lieu of this. 

We have discussed these issues with MRMA (Aitiind Jha, Victor Ng, and Pei Luo), and they feel feat we 
have addressed them appropriately to enable MRMA to risk monitor this business at the outset, though 
fee methods will need to be revisited by MRMA as fee business grows. 

The team has produced risk analytics that will be provided in production fonn to MRMA prior to day one 
trading in each product. 

Operational Risk Trades will be booked, risk-managed and processed in SecDb and Odyssey. 

Operations The team has met wife John Godfrey. Carty Scales, Claudia Downing, and Kerrill O’Mahony 
of Credit Derivative Operations. Their chief concerns have been trade processing and confirmations. All 
property derivative products will initially be implemented in the "Generics" flow, (i.e. non STP). Infers 
flow, payment data flows automatically to Odyssey, but confirm generation is not automatic. 

We will commit to operating within the guidelines communicated to the Regulators wife regard to 
confirm issuance & execution. These guidelines require documents being issued withm t+lO, and 
executed within t+30. 

In order to meet this C^et, fee following support will be required from Trading & Sales 

1 - Prior fe any trading, the desk will agree wife any given counterparties to trade under fee draft standard 
ISDA tem^. Written confirmation will be received from fee counterparty indicating feeir adherence to 
these standard terras 

2 - Tniding and Sales wUl ensure that all activity is accurately booked on trade date 

- 6 - 
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3 - Trading and Sales will assist Operations in obtaining executed confirmations from our counterparts as 
required 

4 ■ If Operations identify a countciputy who consistMtly fails to meet the industry guidelines wifii 
respect to confirmation and/or settlement execution, trading with that counterparty will be suspended 

Forwards Product 

Operations have reviewed the Forwards product and have bad <^en dialogue with die desk and IT around 
the challenges posed by this product. There is not currently a published ISOA document for these 
transactions O^ublicatioo is anticipated in February 2007). 

The weekly Uading limit will be 20 trades. 

TRS Product 

Operations have reviewed the TRS product and have had open dialogue with die desk and IT around die 
challenges posed by this product, There is not currently a published ISDA docimient for these transactions 
(publication is anticipated in February 2007). 

The weekly trading limit will be 20 trades. 

Options & Bespokes 

The terms under wiiich this product wilt trade are not yet finalized, therefore Operations are not in a 
position to indicate the limits that would be tgiprc^riate for the controlled roll out of these products. As 
more information becomes avail^le, Operations will work closely with the desk & FT to ensure a 
controlled & successful implementation, 

Removal of Trading Limits 

Each trading limit will be revisited once monthly (Ops mgmt designate & Trading desk) as native 
Odyssey implementations (per calculator) comes to fruition. 

In order to remove or expand the trading restrictions Operations will need to see evidence of 

1 • Standard ISDA Documentation 

2 - Native implementation within our technology infrastructure, resulting in STP for die product 

3 • A sustained period of time during which the product is operating within the Regulatory guidelines 
(t+10 issuance & 1+30 execution) 

We will use industry standard ISOA documentation (Property Index Derivatives Definitions of 2007 and 
associated confirmation templates) to facilitate logistics associated with execution and processing of 
confiims. Unique & market standard ID's per Case>Shiller, OFHEO, NCREIF indices (and revisions) will 
be essential for processing. 

Reputational Risk We do not believe the property derivatives business poses any incremental 
reputational risks to GS. We also eTqject the business wilt be launched by a number of dealers 
simultaneously or in close succession. At this time, we are only requesting approval to trade with 
institutionid accounts, so the retail aggregator policy does not apply (sec "Compliance" section). 

Tax The team spoke with Mary Hannon, Jay Ftiedm^, and Kristen Carry of the Tax Department. The 
Tax Department has discussed the proposed housing derivatives with external counsel, Sullivan & 
Cromwell. Based on those discussions, they believe that forwards and swaps based on property indices 
such as the S&P/Case-Shiller indices or the NCREIF indices should likely not constitute "interests in U.S. 
real property.” If these relevant derivatives were to be treated as “interests in U.S. teal property”, non- 
U.S. counterparties would be subject to a 30% U S. withholding lax on gains. This contrasts sh^ly with 
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the tax treatment of non-property derivatives, on whidi non-residents arc exempt from U.S. tax. The Tax 
Department will continue to monitor the development of these derivatives to confirm that such a U.S. tax 
issue docs not arise. ' 

They have also preliminarily concluded that these housing derivatives are unlikely to generate good 
income for purposes of qualification tests for mutual funds or real estate investment trusts (REITs). 
However, stnictured notes with embedded exposure to the housing indices may be good assets for mutual 
funds. 

Technology The team has worked with Sanjay Achaiya and Anna Lukasiak in IT. The IT group is 
working on down-streaming the SecDb trade and tradable representations to Odyssey. Their work on 
forward trades is complete. For the other trade types, foey expect to be able to complete down-streaming 
within diree weeks of receiving the corresponding tradable from Strategy. The team has dso met with 
cross-divisional IT to help diem in relaying trades to the market risk and credit departments. 

Treasury There are no funding issues. We will request a separate review and approval when we initiate 
funded index derivative trades that rely on access to GS funding/balance sheet. 
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Goldman 

Sachs 


US Property Derivatives NPC Memo 


Appendix I: Index Details 
FOR INTERNAL USE ONLY 


December 20, 2006 

The InnmwUon eaiWneO Mr«(n l« MoMv* erty tnd 0« •ebiM l«mi et sny nnwellen wW b* cal In Ih* 4elMK« 0!1s<tng Cirwilf. 

CapCibed lemii u«e4 «• dsfhM he^. 
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Measuring Home Price Changes 


■ There are several sources of home price data. The following supply home price indices: 
(« National Association of Realtors (NAR) 
a Office of Federal Housing B^terprise Oversight (OFHEO) 

» Fiserv Lending Solutions* 
a Standard & Poor's Case-Shiller" 



* PrQvUes licenws «3r sUndanI Casa-ShBiw IncSicas. exctuslveljr lor research and analysis pun»ses 

^ Under penrdsslon grenled by MacroMarKets LLC, Ucenearg egent for the (tiBdabie) SAP/CesS'ShUiere Horrte Price 

Indices, for (he purposes ofcreetlng, devetopirtg end sealing housing*iinked Knencial prodr/cts i 
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Home Price Methodologies 

A Comparative Analysis 


■ There are two established methodologies for generating home price indices; 
e Median home price 
n Repeat sales 


Median Home P«i 

1 

:cc 

Repeal Sales I 

Descriptian/Method 

■Based on the median price of home 
sales m a parUcirier geognphic area 
during a paiticuler ttme period 

eComputed by strittgbtg together a series of repeat 
sales of the same property 

Indices 

•NAR 

■S&P/Cese-Shiller Home Price Indices 

•OFHEO 

■CassKShiller 

Pros 

■Simpte 

■Eliminates distorilons from changes in the quality of 
homes in a geographic area (i.a., increasing size, 
newer homes, eic.) 

■Better proxy for actuel returns on owning residantlai 
reef estate 

Cons 

■Volaine 

■Does not for dltferences in 

range ot homing valuas 

■New homes not inetuded 
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Home Price Index Development 

Historical Timeline 



m 1SS1: Case, Shiller, Weiss Inc. founded to publish the Case-Shlller Indices 

■ 1995; OFHEO introduces a repeat home sales methodolosy 

- Similar in design to the Case-Shlller Indices 

- Based on home prices associated with only confonning loans, ap;»'oximateiy 35% of the 
mortgage marltet In 2005* 

- Includes appraisals for refinancing, which introduce bias to the Indices 

■ 2002; CSW is acquired by FIserv and becomes Fiserv CSW Inc 

n MacroMarkets LLC Is founded and retams the rights to develop financial products based on 
the Case-Shlller Indices 

■ 2006: MacroMarkets issues sublicense to Standard & Poor's to facilitate administration and 
dissemination of the S&P/Case-Shliler Home Price Indices, with a view towards stimulating 
development and trading of housing-linked products 

If Base period of January 2000 when indices are established at 100.00 
u Based on the universe of available sales (not limited to those associated with conforming 
loans) 

is GS is the first dealer to license the S&P/Case-Shiller Home Price indices to create home 
price derivatives 

m The Case'Shiller Home Price Indices have been used as a benchmark for home price changes 
for approximately 16 years 

* Source; Inside Mortgage Pinence, 2/24/00 
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Example of Repeat Sales Methodology 

How Home Sales Are Linked Together 



■ Ccmsider the fdlowing example of three homes in a specific neighborhood that change hands over a 
Uiree-year period: 






A 

$100,000 

$120,000 

NA 

8 

$75,000 

NA 

$100,000 

C 

NA 

$100,000 

$105,000 


■ We can make the folfowing inferences: 

H Property A's price rose by 20% from 2000*2001 
IS Property B's price rose 33% from 2000-2002 
u PropertyC‘8pricaro$eS%frwn200t*2002 

■ If we assume the sales information for Pr^rty A is correct, the home price change over year one is 
20%. which implies a value for Property 8 of $90,000 in 2001 

• Thus, the implied appreciation of Property B is 11% from 2001*2002 
a Property C, however, suggests that me rate of increase was 5% over that time period 

a Prom 2001 to 2002 the home price index change is based on the average of the increase in Property C 
and imputed increase in Pr^erty 8, i.e. 8% 

a In me repeat sates memodology, the averaging of price appreciation from different pairs of sales is done 
using a complex linear regression in v^ich each pair is a separate observation. The Appendix ccmtains a 
technical description of some additional details in the case me S&P/CesB-Shiller Home Price Indices 
Souite: Csss-Shlller, www.cswgnliRe.com * 
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Release Dates for Home Price Indices 

Example Lag from Index Measurement to Release 





Ra!ease Frequency: 


Monthly for nattonei Monthly 
and regional 
Quarterly for MSAs 


Quarterly 


Quarterly 
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Overview of Home Price indices 

Comparison of Key Characteristics 


OFHfcO Fist'iv Sl4P.C,.sv-? 


RelMte Frequency 

Monthly tor national 
and regional 
Quarterly for MSAs 

Quart Oily 

Quarterly 

MontMy 

Computatiofial 

Methodology 

Median Sales 

Repeat Observations 

Repeat Sales 

Repeat Sales 

Transaction Coverage 

30-40% of AU Sales' 

Repeat Observations: 
Conforming toarts 
Only; Includes 
Appraisals 

Alt Repeat Sales 

AH Repeat Sales 

Calculation Agent 

Natlona) Association 
of Realtors 

OFHEO 

Fiserv 

Frsetv 

Back-vp Calculation 
Agent 

None 

None 

None 

Standard & Poor's 

Tiers 

1 

2 

None 

Low, MiOdia and High 
Prteed: 
Condomlnhim 

Low, Middle and High 
Prload: 
Condominium 


' tittpyMww.resKor.OT^eseareh.nsf^ages^HSMeth 

Note: These indices ere 9ub)ect to revisions • 
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MSA Definitions for S&P/Case-Shiiler Home Price Indices 

Counties included in Each MSA 
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S&P/Case-Shiller Normalized Composite Weights 

Each MSA’s Share of the Composite Index 



MSA 2000 Cui 


Boston 

7.41% 

Chicago 

8.89% 

Denver 

3.68% 

Us Vegss 

1.48% 

Los Angeles 

21.16% 

Miami 

4.99% 

New York 

27.24% 

San Diego 

6.51% 

San FrenclsoD 

11.79% 

VWshIngion. DC 

7.86% 


Source: SSP: 'SSP/Case-ShUler Home Prtce Indices MeUiodolosy* 
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Home Price Index Levels 

Rapid Appreciation in Recent Years 
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Home Price Indices 

Year-Over-Year Percent Changes 
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Measuring Commercial Real Estate Changes 


■ There are several sources of commercial real estate data. The foltc^ng supply 
commercial real estate indices: 


a National Council of Real Estate Investment Fiduciaries (NCREIF) 
a Global Real Analytics (GRA) 


NCREIF 

GRA Coinmcrnnl Rf;.ii Est-tto liKiox j 

(CREX) j 

Descrtptlon/Method 

■Total Return Index 

■Based on properly perfoimance data 
coBecled ftnn NCREIF data oontianiting 
members . 

■Maitet Cap Index 

■Computed by measuring avenge price par square 
foot thart applying a weighting factor to csdculate total 
aggregate value of oommerctal reel estfle 

Pros 

■Rellecis returns ofownlng commerctal 
real estate 

•Properties lieSd ertdrely or partially In 
fiduciary envfronment by tnstitutionBi 
investors 

•Urge database of appraisals snd 
sales 

■Transection tMsed 

■Utilizes only aims-length tnnsactions whldt 
ellmmales below mailtat sales between tarnHy 
members or other tnier-retstad parties 

■Compvlatlonslly simple 

Cons 

■Appraisal based 

■Member Arm data only 

■Smaller sample size 

■Volatile 


Source: NCREIF; User's gukit to NPI, CROC GRA Convmndfl R 99 I Estaft InOax Malhotialog/ 11 
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NCREIF Property Index Development 

Historical Timeline 


m 1981: Frank Russell Company establishes the FRC Property Index— the first 
ever private real estate performance Index 

■ 1982: NCREIF established to develop private real estate market databases 
and risk-return measures 

■ 1991: Index Is renamed to Russell-NCREIF Property Index to reflect 
NCREIF’s Identity and its Increasing role In overseeing data collection and 
promoting standardization 

■ 1995: NCREIF assumes full Index responsibility 

■ 2005: Credit Suisse granted exclusive license to use the NCREIF indices for 
creating derivative transactions 

■ 2006/07: Dealer community expects to begin trading derivatives based on 
the NCREIF indices 



II 
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Total Return Methodology 

How Income and Capital Returns are Measured 


■ NCREIF Property Index {NPi} querterty returns provide en estimeie of e property's IRR es if R v^re purchased at the 
beginning of the quarter and sold at die end olthe quarter wHh the investor receiving all net cash Row durtng the quarter 

■ Calculations are based on quarterty returns of individual properties before the deduction of porttblio level menagement fees, 
but inctuslve of property tevei management tees 

Returns are weighted by the pn^rty’s maiMi value 

» Formulas assume (I) net operating ntonne (NOQ is received at the end of each quarter, (K) capital expendRures occur at 
mid-quarter and (Hi) partial sales occur at mid-quarter 

■ income Return measures the portion of toM nium resulting from the rtet operating itveome of a property 

a Income Return a I (Beginning Market Value * H Capital Improvements - % Partial Sides - *4 NOI) 

■ Capital Value Return measures the change bt market value from one period to the next 

a Capital Vahia Return a (Ending MbiIM Value - Beginning Market Value * Penial Sales - CafRIal Seles) / (BegHtnlng 
Market Value * VS CapHat Improverrwnts - K Partial Sales - H NOI) 

■ Total Return ■ Income Return CapRal Value Return 

s The adjustments in Ihe denominator reflect an estimate of the average Investment throughout the period given the 
essurt^ons above 



NOI Received by Month 


Cajiital tmprovemunts/Partial 
Sales by Month 


Source: NCREIF: (/sot's gutaie fo NPI 


ts 
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Overview of Real Estate Indices 

Comparison of Key Characteristics 


1 nCRElF 

CRfcX I 

Release Frequency 

Quarterly 

Mwithiy, 

Released last Wednesday of 
each month 

Measurement Period 

Quarterly 

Quarterly (»i a rolling basis 

Computational Mediodology 

Total return 

Market cap wei^ted method 

Data Source 

Member firms 

Public and quast-publlc 
infbrmabon 

Coverage 

Ail member properties 

Arms-tength sales 

Property Type Indices 

Apartment, Hotel, Industry. 
Office, Retail 

Apartment, Office, Retail, 
Warehouse 

Regional Indices 

East, Midwest, South, West 

Desert Mountain WOst, 
MidAtlantic South, Midwest. 
Northeast, Pacific West 

Return Tiers 

Capital return, income return 

None 

Trade Method 

OTC dealer market 

CME 

Calculation Agent 

NCREIF 

GRA 

Source; NCREIF: (/Mr's giffde to NPt, CREX: CarmrtW Rea/ Esfafe Axfex Melhodo/ogy 1 
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Commercial Real Estate Indices 

Rapid Appreciation in Recent Years 





Nel«; Indies* «>« M*i«d le tOO.OOtl ^ivOO: Sewoi; NCttBF: NCRCtF. CROC GRA 
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Footnote Exhibits - Page 3443 


Regional Commercial Real Estate Indices 
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Footnote Exhibits - Page 3444 


Regional Commercial Real Estate Indices 

Year-Over-Year Percent Changes 


— - NCREIFToU! 
Return 

NCREIF Capital 
Rebjm 

— . NCREIF . 
Income Return 

■ CF£X 






NCREIF Midwest v CREX Midwest 



N«t. Indleta*>«lnd«ii«etei 00.09 siJiivOO; Smn»:MCREIF: NCRCIF.CREK ORA 
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Property Specific Commercial Real Estate Indices 



NCREIF Industrial v CREX Wareiiouse 


Hotel 




fMt: Mixed to 100.00*1 SourarWCRBF: NCREIF, CPEV: ORA 
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Footnote Exhibits - Page 3446 


Property Specific Commerciai Real Estate indices 

Year-Over-Year Percent Changes 



NCREiF Industrial v CREX Warehouse 


Hotel 
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Footnote Exhibits - Page 3447 


From: 

Sent: 

To: 

Subject: 


Swenson, Michael 

Tuesday, May 16, 2008 10:08 AM 

Bimbaum, Josh 

RE: Housing Futures and OfAions 


It means other people le cw dealer desk is thinking about it 

Original Message 

From: Birnbauiti, Josh 
Sent: Tuesday, May 16, 2006 9:50 AM 
To; Swenson, Michael 

Subject: FW: Housing Futures and Options 

what does he mean? 

Original Message 

From: Swenson, Michael 
Sent; Friday, May 12, 2006 1:26 PM 
To; Birnbavun, Josh 

Subject: FW: Housing Futures and Options 


Redacted by die PtmancBi 
Stdieomnittee ea iav^igatiew 


Original Message 

From: William Grady [mailtoiWGradySramius . com] 
Sent! Friday, May 12, 2006 1:18 PM 
To: Swenson, Michael; Salem, Deeb 
Subject: FW: Housing Futures and Options 

FYI-The cat is crawling out of the bag. 

William £. Grady 

Ramius Capital Group, LLG 

Chrysler Center 

666 Third Avenue, 26th Floor 

New York, NY 10017 

Bm wgrady9ramiU8.com 

W (212) 201-4827, M (908) «■■■■! 

F (709) 570-7562 


——Original Message— — - 

From: ginichaell6bloomberg.net (msilto: ginichaell6bloomberg.net] 

Sent; Friday, May 12, 2006 1:05 PM 

To : undisclosed-recipients 

Subject: Fwd: Housing Futures and Options 


Original Message — — 

From: JONATHAN LIBBER, COUNTRYWIDE SBCURITI 
At: 5/12 13:02:11 

Synthetic instr\unents have begun to make significant inroads into the world of structured 
products. Late in 2005, the standardization of trading documentation for ABCDS contracts 
increased investors' ability to hedge BMBS exposure - or take an outright short position - 
which led to a short and sharp widening of subordinated spreads (this widening was short 
lived and spreads are now tighter than "pre-ABCDS" levels). This was followed by the 
introduction of the ABX.HE indices in January, a product line that so fat seems to have 
led to increased market liquidity, price discovery, and two-way flow in the subordinated 
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Footnote Exhibits - Page 3448 


HEL sector. On May 22nd, the next synthetic vehicle that may be of interest to RMBS 
investors will debut when the Chicago Mercantile Exchange (CME) begins trading a pure 
reai-estate-linked futures contract, as well aa options on these futures. 

The CME housing futures will represent ten major metropolitan areas: 

Boston, Chicago, Denver, Las Vegas, Los Angeles, Miami, New York, San Diego, San 
Francisco, and Washington D.C. Housing price indices for each of these MSAs will be 
determined by an index of repeat home sales in that region, as measured and tracked over 
time by Case-Shiiler. 

Simply put, participants will be able to go long or short housing price appreciation in 
these MSAs by taking long or short positions in the appropriate futures contracts. These 
indices will be marked to market every day, and will settle in cash. As noted, options on 
these contracts will also be available, allowing participants to take a long or short 
position via calls or puts on the MSA of interest. 

These housing futures and options ate likely to be of interest to businesses that have 
direct exposure to regional housing markets (e.g., home builders in Miami may find it 
useful to hedge price risk in ongoing construction projects by going short Miami CME 
futures) . It is also possible that these instruments will be used as more of a 
speculative vehicle for individuals or institutions wishing to express a particular view 
on the housing market in any particular region (e.g., taking a bearish view on Las Vegas 
real estate) . As for RMBS investors, it remains to be seen just how useful the market 
will find these products. 

Although RMBS investors are concerned with housing-price appreciation 
- especially in regions to which their collateral pools have concentrated exposure - it 
is important to note that bond returns are not "linearly correlated" with changes in 
housing prices. In other words, the spread/price performance of a bond is not 
particularly sensitive to changes In underlying HPI until or unless Che underlying KPI is 
very weak (or negative) . Our initial thought is that some holders of RMBS debt at the 
lower end of the capital structure may explore options on these indices as "insurance" 
against severe HPI downturns, perhaps by buying out of the money puts on specific indices. 
We expect to monitor activity and index performance in these new synthetic products going 
forward. 


Information and statistical data herein contained are from sources which Countrywide 
Securities Corporation ("CSC") believes to be reliable and does not guarantee its accuracy 
ox completeness. All computational information is subject to change, is for hypothetical 
purposes only and does not guarantee future results, fox the securities discussed herein, 
CSC may have acted as an underwriter, have a position, make a market, purchase or sell the 
same on a principal bases, or as agent. This is not a solicitation of any order to buy or 
sell. 
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From: 

Sent: 

To: 

Cc: 

&ibject: 


Raazi, Cactus 

Thursday, August 10, 2006 3:48 PM 
Shah, Poonam 

Scales, Carly; Swenson, Midia^ 
Paulson boc^ings 


I've already h'ied to book this once - didn't stick - need your help now 
GS sold SSOitim protection on ^X.HE.A.06-2 to Paulson - ^xxild be allocated as follows: 
Paulson & Co. A8X Ledger 

ABX Index 

Executing Broker 
CDS Counterparty 
All Prices Quoted in Basis Pointe 
A<sount Naiae 
HFR 

Paulson Parmers Enhanced LP 
Paulson Partners LP 
Paulson Intematit^ai Ltd 
LyxcK Pairison international 
Paulson Enhanced Ltd. 

PGS Focus 

TOTAL - 


Cactus Raazi 
212. 902.3943 direct 
9 1 7. VHlHi mobile 

This material hu been preparetl specifically for you by the Credit Oerivallvea Tfadlng/Salcs DepartmcDl aod Is not the product cf Fixed iDcocne or 
Aroa Research. This document does not constitute an offer cr iDvitatioo to acquire any security cr to enter into any agfeeoeat and Ooldaun 
Sachs (as used herein, such term thaii include affiliates Qoldinas Sachs} is not soliciting any action based upon this material, pinions 
expresKd are our present opinlms only. All of the information herein, iocludins public ratings, donhcUe and industry classification, is provided 
tuued CD what we reasonably believe to be recent and reliable information, but we make no represeotactons or warranties, express or implied as to 
its accuracy or coo^letenesi and we are not responsible for errors or mnissiocts. All infotmadon Is bated on what we believe to be the final 
pcrtfolio, but is Bubjea to change. Transactions described is this material may give rise to substasUal risk and are not suitable for all iavesiors. 
Goldman Sachs, or persons involved in the preparation or isiuanoe of this material, may from time to ttme, have long or short positions in, and buy 
or selL the securities, eommodities, futures, options, derivatives or other instruments and investmeou identical with or related to those mentioned 
herein. Goldman Sachs does not provide acoounting. tax cr legal advloe; such fflatters, as well as the suitability of a potential transaction or 
investmoit, should be discussed with your advisors and or oounsel. In a^ticm, we mutually agree that, subject to aj^llcable law, you may disclose 
any and aii aspects of this material that are necessary to suppcrt any U.S. federal Income tax beneflls, wliboui Goldie Sachs imposing any 
limitation of any kind. Coldtoan Sadis, by virtue of its status as an advisor, underwriter or otherwiK, may possess cr have access to non-public 
infrrmation relating ti) the oon^ianies and assets that ace referred to in this oulerial, and does not intend to disclose such status cr non-public 
inferm^oa. This material has been issued by Goldman. Sachs & Oa and has been approved by Goldman Sachs Xotemational, which is regulsited 
by the Bnancial Services Authority, in connection with its distributioo la the United l^gdcm and by Goldman Sachs Canada in oonaection with 
its distributicn In Rolher Informatioo on any of the securities, futures or options oieationed in this material may be obtained upon request 


ABX.HE.A.05-2 

GSCO 
GSCO 
e/9/06 
99 31/32 

(8.900.000) 

(38.160.000) 

(29.130.000) 

(104.360.000) 

(37.420.000) 

(329.715.000) 

(2.315.000) 

(550,000,000.00) 


■ Redacted fhe ^munteaf 
SabconmHtte on Invcst^ioM 
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From: 

Sertt: 

To: 

Subject: 


Sparlts, Daniel L 

Thursday, December 07. 2006 9:06 PM 
Montag, Tom 

RE: More thorough response 


Life to date now is basically flat to down a bit. 

Have been to big, stubborn and provided too imich liquidity. 

But they are very good and I have confidence they will do well once we get through this. 


Original Message 

From: Montag, Tom 

Sent; Thursday, December 07, 2006 8s59 PM 

To: Sparks, Daniel L 

Subject: RE: More thorough response 

what is LTD now? how well are they really trading it 

Original Message 

From: Sparks, Daniel L 

Sent; Thursday, December 07, 2006 8:58 PM 
To; Montag, Tom 

Subject: RE: More thorough response 


Pushing and squeezing is definitely working. The head guy - John Paulsen - makes all the 
calls. 

Our guys will trade it well - just need to get square. 

Fitch putting Ameriquest on servicer watch observation could cause some early pain Friday. 
Ameriquest is the monster in the space. 

--—Original Message — — 

From: Montag, Tom 

Sent! Thursday, December 07, 2006 8:48 PJi 

To: Sparks, Daniel L 

Subject! RE: More thorough response 

seems with big move like this they would take some off the table--unless the nature of 
this lends itself to squeezing and pushing— maybe we should hire there guy who is doing 
this 


.——Original Message— 

From: Sparks, Daniel L 

Sent: Thursday, December 07, 2006 8:06 PM 
To: Montag, Tom 

Subject: RE: More thorough response 


They appear to have dedicated funds raised specifically for this trade - short real 
subprime 

They have it levered 

We have on with them something like (these were done prior to the last few months when we 
have not done much with them) : 

S3 billion BBB flat 
$2 billion A 

$2 billion of branched protection CDS 
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We have heard they have a total of $15-20 billion on 

They had asked us to do another tranched protection trade for them, and seem fine with it 
being pushed to January 


Original Message- 

From: Montag, Tom 

Sent: Thursday, December 07, 2006 7:40 ^ 

To; Sparks, Daniel L 

Subject: RE: More thorough response 

how big is paulsen and what are they doing 

Original Message 

From; Sparks, Daniel b 

Sent: Thursday, December 07, 2006 7:08 AM 
To; Montag, Tom 

Subject: More thorough response 


I was e-mailing while driving 

After moore there were not other follow-on short-coverers or outright buyers at those 
levels 

Structured exits are complicated and take time 
And we didn't push hard enough 

Market has repriced so there are starting to be some outright buyers, and team is pushing 
hard on structured outs 

Biggest/quiekest issue is whether to approach the monster who is shorting non-stop - 
paulsen 

Could result in quick reduction, or they could use it against us in a very significant way 
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Mortgage Department Update 
January 9, 2007 
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_EQi 


latHnto Fihihiti ■ Bina idsa 




Agenda 


1. P&L Review 

2. ABX / ABS CDS Risk 

3. Subprime Risk 

4. Competitors 

5. Opportunities, Challenges & People 


Appendix 

Subprime Recent History 
CDO Pipeline 
Growth Opportunities 
Challenges 
People 
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Footnote 

Mortgage Department P&L 








Rest Prime 

108 

73 

42 

75 

14 

CMO & Derivatives 

78 

18 

1 

30 

4 

Hybrids & Subs. 

30 

55 

41 

45 

10 

Rest Credit 

153 

204 

269 

300 

28 

CRE Loan Trading 

99 

197 

167 

200 

22 

ABS Loans & Finan^ 

28 

45 

40 

52 

4 

SPG Trading 

68 

99 

179 

200 

(62) 

ABS 

29 

44 

61 

75 

( 62 ) 

CMBS 

41 

46 

53 

50 


Coirelatkm * 

(2) 

9 

65 

75 


COO 

50 

146 

222 

265 

23 

SPCDO 

37 

87 

122 

120 

3 

USCLO 

23 

48 

.70 

75 

10 

BuroCLO 


11 

30 

70 

10 

Tax Residuals 

7 

2 

12 

15 

. 

Warehouse Lending 

17 

26 

24 

35 

2 


j Transfers out 

(71) 

(158) 

(140) 

(173) 

|16) 1 







European CMBS JV 

23 

35 

41 

50 

4 

Acquisition Finance JV 

57 

22 

11 



Advisory 

16 

12 

19 

22 

2 

PFG/SSG JV 

51 

35 

39 

20 


Manager’s/Other 

(10) 

(11) 

(30) 

- 









Results have hew restated to Include Uquid Products revenues In IRP. 

* Correlation revenues are net of BITF in the amounts of 0, 54 and 53. Current reserve is 98. 
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Insert risk report 
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Subpriine Risk Areas 





Loans 

Residual 

Interest 

ABX 

Loan 

Warehouse 

CDO 

Warehouse 

Platforms 

Current 

Position 

Long $7B 
si^prime loans 
(to be 

securitized; $4B 
Jan, $2B Feb, 
$1BMar) 

Long 

S289mm 

Long 

$1.4mm/bp 

ABX 

$798mm 
loans funded 
vs. $842mm 
market value 

$221 mm 
resids and 
bonds funded 
vs. $344mm 
market value 

$2.5B High 
Grade 
$2.2B 
mezzanine 

$10mm minority 
equity investment 
(Senderra & 
LownHome) 

Primary 

Risk 

LIQUIDITY & 
COUNTER- 
PARTY 
/Spreads 
widen pre-deal 
/Counterparty 
failure - EPOs 
/Liquidity dries 
up, can't issue 
bonds 

REALIZED 

LOSSES 

/Losses 

exceed 

estimates 

MARKET 
SPREADS 
/ABX/sIng 
le name 

COS basis 
widens 

COUNTER- 

PARTY 

CREDIT 
/Counterpart 
y defaults and 
misses margin 
calls 

MARKET 

SPREADS 

/CDO 

liabilities 

widen making 

deal 

uneconomic 
and assets in 
warehouse 
widen 

REPUTATIONAL 
& COUNTER- 
PARTY 

Mitigant 

/Largest 
exposures 
generally to 
better 
capitalized 
C(»jnterpat1ie5 
/Short $88 of 
CDS/ABX 

■^Seasoning 
of book 
($6mm '02, 
$2mm ‘03, 
$45mm 
■04, 

$63mm '05 
and 

$173mm 

■06) 

/Short 
$1.4mm/l^ 
single 
name CDS 
/Direction 
ally flat 

/Mark-to- 
market rights 
/Ail margin 
lending 
/Ability to 
trap cash and 
offset 

/Risk 

Sharing 
/CDS on 

CDOs 

/pre- 

placement 

/Board Seats 
/Additional 
oversight 
/Loan due 
diligence 
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^-Kills'"' 


Residential Loan Competitors 


^57 



Origination 






Direct 

Conduit 

Servicing 

International 

Presence 

Platfonm Name 

Servicer Name 

Bear 

Stearns 

X 

X 

X 

X 

Encore 

EMC 

Credit 

Suisse 


X 

X 

X 


, Select 

Deutsche 

Bank 

X 

X 


X 

Chape! / 
MortgagelT 


Goldman 

Sachs 

Eiifi 

X , 

X 

h -i;: 

- 

Avelo 

RBS 

Greenwich 

Lehman 

Brothers 

X 

X 

X 

X 

BNC Mortgage 

Aurora 

Merrill 

Lynch 

X 


X 

X 

First Franklin 

Home Loan 
Services 

Morgan 

Stanley 

X 

X 

X 

X 

Saxon 

Saxon 
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Competitive Benchmarking 



GS 

LEH 

Relative Impact (2005 YE) 

Gross Revenue 

$885 mm 

$2,025 mm (est) 

Balance Sheet (Net)' 

$31.4 bn 

$48.5 bn 

Headcount^ 

293 

4.500-5,500 (est.) 

Pro Forma Revenue^ 

$1,860 mm (adj.) 

$2,025 mm (esL) 

% of FICC Revenue (PF) 

21.9% 

27,7% 

% of Firmviflde Revenue (PF) 

11.4% 

13.8% 


Business Lines 


Liquid Products 

via IRP 

IRP JV 

Warehouse Lending 

Yes 

Yes 

Structured Products Trading 

Yes 

Yes 

CDOs/CLOs 

Credit JV 

Credit JV 

Residential Conduit 

Yes 

Yes 

Retail Mortgage Orig. 

In Process 

Yes 

Residential Servicer 

Yes 

Yes 

Commercial Mortgage Orig. 

IBD JV 

Yes 

Real Estate Principal 

via REPIAAMiitehall 

Yes 

Special Situations 

via GSSG 

Yes 

Intemationai 

Small 

Yes 


' Exclude* pass-Hirought and asencies, as per external reporting. 

2 Aggregates Mcrtagee (215), CMBS originatton (Arohon FmarKaat} (51), and Loan Serwcirrg (Avelo Mortgage) (27). 
^Adds back I8D portion of CMBS JV. Euro CMBS. the US PFG effort, and REPIA. 
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Footnote Exhibits. 

Opportunities, Challenges and People 


Opportunities 

Platfonns 
New Products 
CDOs & CLOs 
Securitization Finance 
international 


Challenges 

Environment 

Competitors 

Distribution 

Systems 

Internal structural issues & conflicts 

Key People & IWoves 
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Appendix 






(ioifiiniin 

Sficlis 


1. Subprime Recent History 

2. CDO Pipeline 

3. Growth Opportunities 

4. Challenges 

5. People 
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P.h.Kito , 

Subprime Recent History 



Year 

Annual 

Volume 

Loan 

Prices 

Pre-tax 

Lender 

Margin 

Cum. 

Loss 

of 

Loans 

EPD 

Fre- 

quency 

EPD 

Losses 

Street 

Loan 

Buyers 


2002 

$2256 

104 

150 bps 

2% 

1% 

10-15 

bps 

5 

New 

lenders 

enter 

2003 

$3506 

105 

250 bps 

2.5% 

1% 

10-20 

bps 

8 

Rapid 
market & 
CDO 
growth 

2004 

$5506 

103 1/2 

150 bps 

3% 

2% 

15-25 

.bps 

10 

Credit 
loosened 
as rates 
rise 


$6506 

103 

100 bps 

4.5% 

2.5% 

25-35 

bps 

15 

HPA 
down & 
credit 
pain 

2006 

$6506 

102 

0 bps 

6% 

4% 

40-60 

bps 

12 
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GS CDO Pipeline 


r RcdKtedbyHwPeraaiieBt I 

Satic«aaMcc«B iBvcst^^ioBS | 



Collateral Ty{^ 


Stmct Prod CDO 


Struct Prod CDO 


Struct Prod CDO 


Stnjca Prod CDO 


S^c4 Prod CDO 


Struct Prod CDO 


European CLO 


European CLO 


European CLO 


European CLO 


European CLO 


Corp Cashflow 
CDO 


CDO Equity 
S^nsorship 
Vehicle 
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(iHldiDiin 

Sartis 


Opportunities for Growth 


Residential platform vertical integration & product expansion (conduit. Alt A, 
prime, servicer, asset management) 

Build I acquire resi origination platform in US - long-term payoff 

Build / acquire other platforms - REIT, multi-family loans, student loans, auto 

loans, international 


Property derivatives - commercial and residential 

Products 

Distressed trading - Resi Credit and SP CDO 

Synthetic products - managed synthetics, CPDO, CPPI, residual synthetics 
Reverse mortgages, smali balance commercial loans and synthetic hybrids 
Bank balance sheet restructurings 
Prop investing & prop desk 

Sos ^ Combine SP CDOs , correlation, secondary CDOs and tranched index trading 
Growth of CDOs & CLOs globally 
CRE CDOs 

Asia sponsored SP Deals 
Secondary CDO trading 

Alternative capital raising - CDO, REIT, Credit opp funds 
Portfolio credit integration - with corps and globally 


Securitization 

Finance L0O & esoteric secured financing opportunities - including whole business 

CRE product expansion - LBO, construrdion, healthcare, non-US, esoteric, 
ARCs-like acquisition 

Infrastructure finance 


International Europe expansion - secondary trading, securitization, CMBS, resi platform, 
warehouse lending, SP/CRE CDOs, correlation, loan pricipailing 

Other locations - Asia and Latin America 
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Risks, Challenges and Structural Issues 


Very rough going in Resi Credit world - p&l will be challenging 
Housing price & loan volume declines 
Investing in business in difficult environment 
Performance of GS Resi deals 
Flat yield curve 

Tight spreads and low vol in non-subprime sector 
Event and headline risk in subprime 

Competitors Competition - driving margins down & risk up 

Vertically integrated originators controlling product flows 
People 

Financing and super-senior risk 
Portfolio Lenders 




Distribution Global & middle market distribution 
Mezz distribution ^ especially COO 
Marketing tools and support 

SecDB 

Relative value tools with strats 
Operations 


IBD R.E. 

Financing Group 
SSG & REPIA 
Non-US opportunities 
Dealing with small counterparties 
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(iitldiiian 

Sai'tis 




People moves - strategic allocation of talent: 

> Bunty Bohra to manage ABS Finance & lead coordination iwith 
Financing Group 


Separation of origination function from management of residual/equity 

> Cyrus Pouraghabagher 

> Ben Case to trade SP CDO (secondary and equity) 


Full time systems person to work with desks, ops, strats, technology and controllers 
> Suok Noh 


Key people & potential moves: 

> Clay DeGiacinto 

> Genevieve Nestor 

> Janet Bell 

> Chris Creed 

> Scott Wisenbaker & Mitch Resnick 

> Brian Snyder 

> Matt Nichols 

> Michael Cawthon 

> Omar Chaudhary 

> Roger Boone 

> Rajiv Kamilla 

> Jon Egol 
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Footnote-Exhibits - Page 3467 


From; 

Sent: 

To: 

Cc; 

Subject: 


Krausz, Amy 

Thursday. November 02, 2006 10:15 AM 

ficc-abstrading; floc-v«^credit 

Cohen. Jennifer L.; Nikodem, PkjI 

Q3 Mortgage Investor Survey Results: PLEASE COMMENT 


AUachments: 


mortgage survey oct06 v2.doc 


Hello - 

Attached is the dr^t of the results of the Q3 Mortgage Investor Survey. Please review and send comments by the 
end of today. (Note lhat ail gr^hs will be gstyled apprr^at^y). 

Thank you! 

Amy 



mortgage sur«y 
oct06v2.<3oc 


Amy Krausz Ooldman 

Mortgage Slrate^ Sachs 

Rxed Income, Currancies, and CommoAies 

Tel; 212.337.4794 

Fax-.212.2Se.2498 
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Footnote Exhibits - Page 3468 


Structured Products Strategies 
Alan BrazU (2 12) 902-t822 
Jennifer Cohen (2 12) 3 57-2280 
Eric Spiaver (212) 357-9673 
Paul Nikodem (212) 357-5048 
Amy Krausz (212) 357-4794 

November i, 2006 

Qients exp^ a downturn in housing in 2007, investors worried about high LTV, 
law/no doc loans, and pi^ option AHMs, origination volumes to be down 10% in 2007 


Housing Market 

Investors are predominantly bearish on the housing maricet (almost 70% think that home 
prices will decrease by at least S%). This is significantly more bearish than investor 
views from our previous survey, where 38% of investore thought that prices would 
remain flat, and 30% thought that prices would drop by 5% next year. 

In the case of a nationwide downturn in the housing market, most investors (90%) 
anticipate that losses on Subprime collateral will range between 4% and 8%. This figure 
is sli^tly lower than what many research departments are projecting. Most investors 
think that these collateral losses would cause partial losses on the lower rated tranches. 


CDS and ABX 

A majority of respondents (73%) have transacted or are planning to transact in ABX 
and/or CDS. The produa is playing a small but growing role in portfolios - 39% of 
investors expected to have synthetics represent less than 10% of their portfolios, while ‘ 
another 16% of investors expected ABX / CDS to represent 10-25% of their portfolios, 
Respondents are evenly distributed between using CDS and/or ABX to ramp a CDO and 
express views on relative value (both at 26%). An additional 21% use CDS and/or ABX 
to express a view on home prices, up from 15% three months ago. This is in line with the 
general bearish view on the housing market. Seven investors plan to use ABX/CDS to 
express a view on home prices. Of those seven, six investors (86%) plan to participate in 
the housing derivatives market, 

Home Price Derivatives 

35% of respondents plan to participate in the housing derivatives market in the near 
future. Of those that plan to participate, most intend to invest in CDS contracts (64%). 


Spreads 
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Footnote Exhibits - Page 3469 


In both cash and ABX spreads, investoi^ are g«iera!Iy of the opinion that BBB-s wiH 
widen (55% and 62%, respectively), comparable to results of early surveys. Fewer 
investors think BBB- spreads would tightra (10% now vs. 19% 3 months ago). Investors 
arc still less bearish when compared to historical standards, however, as shown on the 
graph below, Since the inception of the survey two years ago, investors have been 
consistently bearish on spreads, aldiou^ spreads have tightened in for the most part 
during that time period. 




Investor Concerns / Risks to Sector 

Overall, a large percentage of respondents are favorable to the Subprime seaor, but view 
it as riskier than other ABS sectors (57% of respondents). Similarly, a large percentage 
of respondents are favorable to the Alt-A sector; however, they view it as less risky than 
odter ABS sectors (37%). Most investors are worried that a housing price correction 
(39%) and CDO arb going away (33%) could drive subprime spreads wider, similar to 
the results of the July survey, tovestors in Europe are most worried about a housing 
correction (44%), but also show concern that origination volumes are growing too fast 
and that cr^it standards arc loosening (22%). 
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Footnote Exhibits - Page 3470 


Originators gromng 
vdums too / 
origins looseT^ng- 
credit ^andards, 
12.50% 


} doni think that 
spreads will be driven- 
wider, 7,81% 



Hwisir^ price 
mrrectiorVbubWe, 
39.06% 


Quat^y of servicing, 
1.56% 


CDO arb no long«' 
works. 32.81% 
Growth of Affordability 
products {40 ^^Oyr / 
10) /stated doc /other 
underwritirH] criteria, 
6.25% 


Investors’ greatest concerns in new product risk are high LTV loans (40% of 
respondents), stated/no doc loans (3 1%), and Pay Option ARMs (22%). 

When investors evaluated similar pools of subprime loans, the characteristic investors 
focused on most was the originator (51% of respondents), followed by servicer (30%). 


oeMr.m 



Another area of concern amongst investors is Reverse Mortgages (RMs), 43% of 
investors would not invest in an RM without at GSE wrap. An additional 32% accede 
that a GSE wrap is important, but would invest nonetheless if the yield was right. Only 
! 2% of investors would buy RMs without HECM government insurance; the remaining 
88% would definitely not or are unsure. Minority of investors (56%) would not invest in 
longer term accrual bonds backed by RMs. 


New Products 

Investors feel differently about the various new mortgage products on the market. 47% 
of the investors surveyed invest in deals with second lien loans in them, 51% invest in 
deals with option arms, and 29% in scratch tmd dent. Additionally, 1 5% of the investor 
polled invest in deals with SBC loans, and another 22% are considering this asset class. 
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Footnote Exhibits - Page 3471 


While currently there are no investors in reverse mortgages, 10% are actively looking at 
that sector. Most investors invest in both fixed and floating rate bonds, with a slight 
weighting towards floating. Depending on the product, different collateral characteristics 
become important; 


Most scrutinized factor 

Second Liens 

CLTV 

Option Arms 

FICO 

S&D 

F1CO, CLTV. DOC 

R^erformtng 

FICO. OlTV. OOC. OCC 


Origination in 200? 

A large percentage of investors expected subprime origination volumes to be down 10% 
in 2007 vs. 2006 (47% of respondents for Alt-A, 43% for Subprime). 21% of 
respondents thou^t that volumes would be flat, and 1 1% thought that volumes would be 
down more than 20%. 


Demographics of Respondents 


Of the 66 responses to this investor survey, 27% were banks, 40% were money managers, 
16% were hedge funds, 3% were Insurance companies, and the remaining 13% did not 
fall into the above categories. 


OUMT 



Geographically, 6% were from Asia, 14% were from Europe, and 80% were from North 
America. 39% of respondents were CDO managers, with 17% focusing on high grade 
and 23% focusing on mezzanine. 
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Footnote Exhibits - Page 3472 



Asia 

Bifope 

H America 

Tots! 

l«ma 





Msney Mtmflw 

0,00% 

lt.11% 

43.98% 

40.32% 

Hedge Fund 

0.00% 

11.11% 

1857% 

16.13% 

heurence Cor?peny 

6.66^ 

0.00% 

4.08% 

3.23% 

Bank 

100.00% 

ees7% 

1429% 

27,42% 

ether 

0.00% 

11.11% 

1429% 

12.90% 






With regard to Structured Produeti COOa 





lama COO martagerctmentiy focual^ Grade 

2500% 

11.11% 

17.02% 

19.67% 

iemaaX)rnan8gw currently tecusInflorrwIyMMBCxmkie 

0.00% 

22.22% 

2553% 

23.33% 

lamnota^X^rmnager and havenoplam tenwiaoeaCOOki200B 

75.00% 

9657% 

48.94% 

53.33% 

1 wB tsecoma a UX} rranager in M06 

0.00% 

0.00% 

8.51% 

6.67% 






WIthreapeetto the 'high property vtfue' areas of Loa AngeioB.San Qego. San Franciaco, Miami, Wat hington OC, 
New York and Boston, by ths end of 2007 1 expect home prices to be: 

Down IS percent or n« re 

25.00% 

11.11% 

3.85% 

6,15% 

COwn to percent 

25.00% 

11,11%“" 

34.92% 

30.77% 

CbwnS percent 

25.00% 

44.44% 

38.48% 

38.46% 

Rat 

25.00% 

22.22% 

7 99% 

10.77% 

Ms 5 percent 

0.00% 

ii.iiiT^ 

1558% 

13,85% 





.. 

If Houaing onsnatlonsl level goes down, 1 think that the impact on 

ow rated Subprime bonda wSi be; 

U8Mswllt6Kre86eM4-5% . 

50.00% 

SS.56% 

43.40% 

45.45% 

Losses win (nerssas to S-8% 

50.00% 

33.33% 

4528% 

43.94% 

Losses wiliinersass tog-10% or grester 

0.00% 

d.00% 

9.43% 

7,58% 

Losses win stay the same (2*3%} 

0.00% 

11.11% 

1.89% 

3.03% 






if Housing on a national kvsi gooe down. 1 ttiMt ttie fmaaet on Stiberime tower 

rated benda 

will be: 

Ful losaea on toe lower reted trsnehee 

0.00% 

'0.00% 

9.62% 

7.69% 

Ho tosaee, credk support is sutficlsni 

2^.00% 

ii.11% 

3.85% 

6.15% 

Noleisea.I^wSnotincreatscolstoratlaaseaalgMneanay ' 

0.00% 

11.11% 

7.89% 

7.69% 

nirlial Issset on too lowor rated tranMiss 

75.00% 


“78.85% ” ’ 

■75465“ 

In thras mondia ItMnh oath BBB^wllba 





tkiksr 

0.00% 

2222 % 

>. 90 % ' 

9.23% 

Oneitang^' ' " 

335*“^ 

9359% 

■^38^ 

5>.5l5 

\iUder 

TSOOS” 

44.44% 

“1KS%~ 

5046% 






in threa months 1 tMnk ABX.aaB* wll he: 





fihter 


3953% 



Unchanged 

SSLWf” 

3353% 

“KisST" 

23.06% 

WMsr 

75.00% 


6029 % 

'' e4'Jn% 






1 think the hkneetfeetorthatceulddrlvs Ait>A/Suhprime aoreeds wider to: 

COO arb no tonger works 

25.00% 

11.11% 

37.25% 

32.61% 

Orowto of AffordiMly producto (40 yr/SOyr / C) / statod doc / othor 
undsrwflhg erfterb 

0.00% 

0.00% 

7.84% 

6.25% 

thuakig prico correcOorYbubbla 

“7136%“’ 

44,44% 

35.29% 


Idont think that aprsada wB bo drKren widor 

0.00% 

11.11% 

7.84% 

7.81% 

Originatora grew tog voKitm Coo fast /originators leosontog crodi standards 

0.00% 

22.22% 

11.79% 

12.50% 

QuaBiy of servicing 

0.00% 

11.11% 

■“550% 

1.56% 
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1 AlU 1 airooc 1 K America j Total 

concern me the meet from a credit perspective, tfl else bein 
50-year Loins 

1 equto: 
0.00% 

o.'o6% 


■■ i.^V 

rtgh (loot) LTV loans 

2SW% 

22.22% 

44.23% 

40.00% 

D loans 

9000% 

11.11% 

1.82% 

6.15% 

FhyOpdonARMs 

25.00% 

3303% 

16.23% 

21.54% 

Ststedfno-doe bans 

0.00% 

33.33% 

32.68% 

30-77% 






1 think Alt<A(lnc)uding Option ARMs) erlalfiatlon volume In 2007 wM be „„ relative to 200<: 

DownlO percent 

0.00% 

2202% 

5008% 

43.^% 

Dow n 20 percent or oreeter 

^.00% 

0.00% 

03% I 

7.81% 

Rit 

75.00% 



2300% 

31.^% 

Up 10 percent cr grater 

0C0% 

22.22% 

^7.^% 

17.19% 






(think Subprime origination volume ln2007wlDbe reiaSIvete 

2006: 





Down 10 percent 

75.00% 

33.33% 

3846% 

40.00% 

Oow n 20 perceffi or ipeater 

'CtOW 

0.00% 

1346% 

10.77% 


i»jdb% 

2202% 

38.46% 

%.^% 

Up 10 percent « tmter 

aoo% 

44.44% 

6.62% 

13.65% 






I view the Subprlme sector v*. ether MS ciassea as: 





I Iks 1 LBBS Own sthei ASS eectors, snd 1 beirrs »ist the Subprim sector 
b (.ESS risky than obwr ABS sectors 

0.00% 

0.00% 

0.00% 

0.00% 

likst LESS than oPiar ABS sectors, snd ItMltove Owl the Subpicm sector 
t MORE f bky than other ABS sectors 

0.00% 

66.67% 

21.15% 

26.15% 

lika IMMtE then other ABSseetors. and Ibeieve BwttheSubprhreeaotor 
b LESS rbky than ethsr ABS sectors 

25.00% 

22.22% 

1506% 

16.82% 

libs I than other ABSseetors, snd Ibeieve that the Subprirra sector 

b M^tErtaky then other ABS sectors 

75.00% 

11.11% 

63.46% 

56.82% 






1 view the AN*A eeetor vs. other ABS ciastes as: 





iiks 1 LESS thsn odier ABS sactors. and 1 DeBeve 9wi the At-A aecttr b 
Less rbky than other ABS sectors 

0.00% 

11.11% 

2.04% 

26.53% 

3.23% 

27.42% 

1 Iks ILSS than ether ABSseetors, and I belbve ttiattns Al-A seotor b 
MORE rbky than other ABSseetors 

0.00% 

44.44% 

likB 1 MORE thsn other ABS sectors, and lbs leva that ths Al-A sector b 
LE^ rbky than other ABS sectors . 

75.00% 

33.33% 

34.66% 

57.10% 

Ilka (MORE than other ABSseetors. snd Ibelavs tftattfM Al-A sector b 
MORErblqr thsn other ABS sectors 

25.00% 

11.11% 

36.73% 

32.26% 






Whenohooslng between various Alt’A/SubprIme pools with similar credit ohsraeleritlies, Ihs following factor is 
most Important to me Intlerino the different pools; 

Orlgtosior 

25.06% 

56.96% 

52.00% 

Mi.^% 

beuer 

25.009 

0^5% ' 

12.00% 

11.11% 

Servber 

5000% 

4444% 

26.00% 

30.16% 

ether 

0.00% 

ooo5 

10.00% 

7.64% 






if credit enhartcement levels tnereas s; 





1 would be nore Italy to buy lower reted trerKhes, but only et the same 
spread 

25.00% 

11.11% 

7.64% 

9.36% 

1 would be more Okely to buy lower rated tranches, even sis wider spread 

25.00% 

44.44% 

50.88% 

48.44% 

IwouW rwl change ny investing habits 

K.00% 

44.44% 

41.18% 

42.19% 






My current Involvement In COS andfor ABX could be described as follows: 

itovo atready transactad In COS ar«dler ABX 

0.00% 33.33% 

45.10% 

40.63% 

Navanot bansacted toCOSandlor ABX. butamconsiderhg 1 

0.00% ”1 33.33% 

27.45% 

26.56% 

Wl probably not transact h COB snd^or ABX 

100.00% 3303% 

27.45% 

32.81% 
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Aala 

Biropa 

li America 

Total 

lu«*CDSandft»r ABXInthefo^^^w^ 

iob:db% 

-6.00% "■ 

20.69% 

20.59% 







0.00% 





oao% 




toRsirpaCOO . 

0M% 




At aDerfianttae of mv total BortfoMo.bvtha mWofWOr cwandfof 

ABXwItt re 

reaent: 


15.63% 

iO-3Sparcant — 

0.00% 

11.11% 

9.80% 

9.38% 


2S.00% 




Mire SO percent 

73.00% 

33.33% 

3.88% 

29.49% 

29.69% 


— 

— 


- 


73.00% 




ipkntopamclpate 




■ 






2nd oerteialfen i^uett (eptona, efrurtured paper, ate.) 

CCS conPaett 

100X»% 

aoo% “1 
0.00% 

0.00% 

30.00% 

n!«5% 

129% 

"“63.64% ' 
9.09% 

For bond backed by AMa. i feel It la , , to have aOUwfv 


0-00% 

2021% 

^"23,91% 


30.00% 

3177% 

32.61% 





1 wouid contWer bwina bondi tacked'by fWa 'withwHSwSovi 

mmaid Inav 
0X0% 

ioaoo% 

franee; 

36.67% 

’~33XS% 

30X3% ' 
40X1% 

40X8% 

46.08% 

Yea 

o.6o% 

o.ooi ~ 

13X0% 






— — — • 

Miybe. but 1 doni loaly underatand 

Miybe. butipiefer currant pay 

No 

0.00% 

am 

"15K5o% 

33.33% 

ss.sJH 

34X6li 

4.09% 

-8K5iV~ 

" 7.69% 

■ 

Yea 

i have invaatad in a OM BS deal wKh welsbted avaraga lew farianei 

Not Inveatod m CMB8 

Ye* 

•f laaa tha 
000% 
100.00% 
0X0% 

n$3miilian: 

’"42X55“ 

14.20% 

42.^65 

43.18% 

38X4% 

”Taf5%" 

r"4ow 

1 38.88% 

i 20.37% 
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IZndUenLoan*; OpMonAIWIt i S&D i RS'Cerformlna 

1 participate in Ute foflowlnfl part of the ciuXtal atruaura In; 

AAA 

30.77% 

31.11% 

22.95% 

28.36% 

< 

< 

17B5% 

2o.o5ir 

13.11% 

14.33% 

BBS or BBS- 

8.S7% 

11.11% 

640% 

5.87% 


9.13% 

8.67% 

4.82% 

4.48% 

Ratiduals 

349% 

4.44% 

348% 

2.89% 

None 

33.33% 

28.67% 

47.54% 

4348% 






1 Invatt in pool* backad by 





Yes 

46.68% 

50.79% 

26.67% 

0.00% 

Fto 

42.19% 

4^595 

57,14% 

70.73% 

No, but oonsWarng 

10.94% 

7.94% 

14.29% 

2947% 







1 buy tha foliowina products In daats. 





Fbtad rata only 

1034% 

1.88% 

2.04% 

9.62% 

Boating rata only 

24.14% 

36.89% 

18.37% 

15.38% 

A contAtadon of ffccad and Nea»a nte 

1647% 

14.61% 

14.29% 

1943% 

Nona 

4645% 

^.44% 

6&31% 

55.77% 






V^enllooliat pools, the cradKvwiabla that 

olve orealatt scrutiny to is; 

CLTV 

29.61% 

1449% 

20.51% 

25.64% 

Allow abla Neg Am 

4.64% 

24.29% 

10.26% 

7.88% 

Oocumsntatbn Laval 

19.39% 

18.57% 

23.08% 

23.06% 

CradS Score 

39.46% 

27,14% 

28.21% 

23.08% 

Occupancy Type 

1442% 

15.71% 

17.95% 

2041% 

Total 

100.00% 

100.00% 

100.00% 

100,00% 





RattNvaloaubDrlma.IIhlnk arctraiBna: 







46!S1% 

21.68% 

2640 % 

iri4w 

9141% 

1640% 

53.13% 

90.00i 

rtch ''' ' ' 

9840% 

94.86% 

25.00% 

:io.o6^ 







BMs 

^ sees 



For Bivaraa Mortoaota (MIbI, SmaU Btfanca Commardal (SBC): 



1 hava bends badad by to rrv poiirelo 

040% 

14.99% 



lampiannhotoaddbondsbaelted tonvoortrefo 

10.87% 

21.82% 



Ivnnet planning to add bonds backed torn/ 

portfoOo 

89.13% 

69.84% 




1 




1 would ohareolerKa cny knowledge offM, SBC preduolae: 



f heve sufficient loMw ledge to rraki an investrreni 

28.00% ^ 

32.^ 



1 would have to bacon* npra f anHar win the product 
bafera mUng an tovestrrant 

74.00% 

67.82% 
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From: 

Sent; 

To: 

Subject: 


Sparks, Daniel L 

Thursday, August 10, 2008 7:26 PM 
Ostrem, Peter L; Rosenbtum, Da>rid J. 
Re; Leh CDO Fund 


Next week, in the meantime calm the blank down 


Original Message 

From; Ostrem, Peter X. 

To; Rosenbium, David J.; Sparks, Daniel L 
Sent: Thu Aug 10 19:23! 57 2006 
Subject: Re: Leh CDO Fund 


by the PancMieHt 

SubcawiBittctoB laveM^tiMi 


P.S. Ricclardl hsa done nothing. He is lost In "tax" ideas whioh la a worthless route In 
my opinion. We have sold to High Net Worth withourt any discussion on this point by the 


I^need real leverage. Got some structured ideas too. When can we talk strategy for an 
. hour or so? 


Original Message 

From: Ostrem, Peter I> 

To: Rosenblum, David J.; Sparks, Daniel L 
Sent: Thu Aug 10 19:07:43 2006 
Subject: Re: Leh CDO Fund 


Let's do eur own fund. SP CDO desk. Big tiiee. GS oonmlts to hold proportion of djuity 
outright. This could be big. Of course, after Orca closes I I need Otoe orders. We ate 
slipping here and I need both your help! 


Original Message 

From: Rosenblum, David J, 

To: ficc-cio; ficc-spgsyn 
Cc: Ostrem, Peter Lj Sparks, Daniel L 
Sent: Thu Aug 10 19:02:32 2006 
Subject! Fw: Leh CDO Fund 


Fyi 

D 


Sent from my BlackSerry Wireless Handheld (www.BlackBerry.net) 


Original Message 

From: Hornback, Joseph 

To: Wisenbaker, Scott; Rosenblum, David J. 
cc: Raz, Shlomi; Ricciardi, Steven 
Sent: Thu Aug 10 18:57:54 2006 
Subject: Leh CDO Fund . 


David and Scott, 

Steve and I wanted to post you on the curre nt s tatus and pl ans at the LEH CDO fund. In the 
of the\eh CDO Fund 1 consists ofi equity of predoginatoly 

■^^^MlMrisk (they have bought equity in a couple of . ineir 

^SiSSto dste has been well received by their i nvestor s. They are currently raising 
their 2nd fund and already have indications north of •■■■ without any OC or marketing 
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materials (including Wttk from the that Steve tee’d up before he 

left). Their initial intentions were to raise another fund, but given their success 

so far they are contemplating a larger fund with a longer drawdown period. The strategy of 
the 2nd fund will have a sl ightly d ifferent twist. Consistent with the ist fund, they will 
be investing heavily in VBBiHli But they want to also execute macro hedging and long 
short structured credit strategies along with exploring MV structures with the appropriate 
managers . 


Below is a list of managers that Leh has multiple conndtments with; 



Goldman, Sachs & Co. 

One New York Plaza i 50th Floor I New York. NY 10004 
Work; 212-902-735'? I Fax; 212-256-6360 
email: joseph.hornbackOgs.com 


Joe Hornback 

Vice President - Structured Credit 

Fixed Income Currency S Commodities Division 


Disclaimer; 

(C) Copyright 2006 The Goldman Sachs Group, Inc. All rights reserved. , . , 

See http;//www.ga.coiti/dlsclaimet/email-salesandtradlng.htinl for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.g8.com/di8clalmer/email/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


2 
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From: 

Sent: 

To: 

Subject: 


Herrick. Darryl K 

Thursday. June 08, 2Q06 10:50 AM 
Ostrem, Peter L 

Fw: -GS ABS” RMBS CDS Lineup 


Attachments: 


61103082.Wm 


Shelves people are shorting are enhanced garbage 

Darryl Herrick 
Structured Products Group 
Goldman, Sachs & Co. 

Original Message-- 

From: Salem, Deeb <Deeb,Salemeny. email. gs.conO 
Sent: Thu Jun 08 10:17:12 2006 
Subject: **GS ABS** W4BS CDS Lineup 


6n03082.htm 

1 Bwic, ow: 

11am BMIC: 

SlOmm per, SlOOmm total 
•TMTS 2006-1 IBl 
TMTS 2006-6 B2 
CMLTI 2006-WMCl M8 
CMLTI 2005-WFl M3 
EMLT 2005-1 M8 
HASC 2006-OPT3 M8 
JPMAC 2006-WMCl M8 
MSHEL 2006-2 B2 
MMLT 2005-3 M8 
MtMI 2006-HEl B2A 


881561M92 

Baal 

BBB-f 

BCCOPL4B8 

Baale BBB+ 

17307G2F4 

Baa2 

85B4- 

17307GPJI 

Baa2 

BBB 

29445FCV8 

Baa2 

BBB 

40430HrV5 

Baa2 

BBB+ 

46626LJC5 

Baa2 

BBB 

€l744CyX0 

Baa2 

BBB+ 

59001FDU2 

6aa2 

A 

S9020U3N3 

Baa2 

.8BB4- 


12pin OWXC: 

$9nsn per, $18inm 

152314PB0 CXHE 2005-C B1 Baa2 
86359BZ79 SASC 2005-NCl M7 Baa2. 


1pm OWIC 

S5-10mm 

$5-10rom 

per, $100-200mm 
00764MBH9 

AABST 2004-1 B2 

Baa2 

BBB 

BBB 

SS-lOmm 

03072SMC6 

AMSI 2003-11 M5 

Baa2 

BBB 

BBB 

$5- 10mm 

03072SNJ0 

AMSI 2003-13 M5 

Baa2 

BBB 

BBB 

§5-10nnt» 

03072SNK7 

AMSI 2003-13 M6 

Baa3 

BBB- 

NR 

SS-lOmm 

68389FEM2 

OOMLT 2003-6 M6 

Baa3 

BBB- 

BBB 

S5-10mm 

68400XBZ2 

OOMLT 2003-5 M6 

Baa3 

BBB- 

BBB 

S5-10tnm 

040104LV1 

ARSI 2004-W10 M8 

Baa3 

DBB- 

BBB- 

SS-lOiran 

04541GLB6 

ABSHE 2004-HE5 M6 

Baa3 

BBB- 

BBB 

S5-10nro 

126673PB2 

CWL 2004-12 BV 

Baa3 

8BB- 

NR 

$5-10min 

61744CHX7 

MSAC 2004-NC8 B3 

BaaS 

BBB- 

BBB- 

§5-10mm 

61746RHX2 

MSAC 2004-WMC2 B3 

Baa3 

BBB- 

NR 

$5-10nTO 

81375WAQ9 - 

SABR 2004-NCl B3 

Baa3 

BBB- 

BBB- 

S5-i0rnm 

, 84751PDC0 

SURF 2004-BC3 B2 

Baa3 

BBB 

NR 

$5-10mrc 

36228FR81 

GSAMP 2004-HEl B2 

Baa3 

BBB 

NR 

$5-10inm 

76110WJ80 

RASC 2004-KSia M6 

Baa3 

BBB 

BBB- 
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55-lOmm 004421ERO 
$5-10iom 04541GKJ0 

03072SQH1 
SS-lOmm 040104EJ6 
$5-10inm 12489WJC9 


ACE 2004-HEl M6 Ba2 

ABSHE 2004-HB4 M7 A3 

AMSI 2004-R3 M6 Baa3 

ARSI 2003-W9 M5 Baa2 

CBASS 2004-CB2 B2 Baa2 


BBB NR 
BBB- BBB- 
SBB BBB 
BBB BBB 


WARNING- THIS IS AN INTERNET MESSAGE AND IS SUBJECT TO INHERENT UNRELIABILITY OE 
INTERNET THE BLOOMBERG E-MAIL SYSTEM PROVIDES FAST, SECURE DELIVERY TO 

RECIPIENTS ON OTHER BLOOMBERG TERMINALS- 


2 
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II III! » Rcdftcted by tbe PermaiKiit 

Sttbesfomime oo fovcstigBtioas 


From: Rosenblum, David J. 

Sent: Wednesday, Febaiary 28, 2007 1:53 AM 

To: Ostrem, Peter L 

Subject: Pete- pis send me cob 2/28 MTM for SP CDO Wtts first thing in the morning 

dan tells me that SP CDO desk has reported -77 from retained debt (Hmezz 1 +2, etc), and -1 29 from unrealized and 
realized CDO WH markdowns 

am trying to reconcile that to the WH MTM sheet you sent me this morning- perhaps it’ll make sense when you send me 
the 2/28 veraon (plus JPMIM losses) > also Please remove JPMIM WH from the MTM sheet, and/or remove all the 
asssets and hard code in the realized loss. 


Thoughts and Questions: 

0. the 1 .75bln 06*1 abx AAA short • is that still the property of the SP CDO desk * we'd originally put that on against the 
retained s.seniors from the two HG deals in Dec 

1 . retained CDO debt {Huds mezz 1 +2. etc) - is that the sole property of the swenson desk now? - and if not do you want 
it 10 be, and 1 understand its hedged with index now - it makes tons of sense to have these hedged with index • who 
specifically is managing this risk now and are we still sharing 50pc! of ups and downs on it is basically what i am asking 

2. the two Dec HG SS's totalling $2,65bln • how confident are you that •■■■■■■ will be good for the credit • if we 
say 50pct change and hedge half, then that is 1.325bln AAA abx - if we say 75pct chance of getting done, then that is 
$663mm AAA srisx - i am inclined to go with the 7^ct chance of it getting done number 

3. Greywolf • great job - understand all-in execution approx L+100 • do you agree - should we hedge the bottom 50 pet 
and/or when can we get it sold and to whom - else do you have a hedge thought - mine would be shorting approp, hedge 
ratio worth of underlyin single-A CDOs 

4. Dillon Read - timing on Natexis signature - where is ss attactiment? • can we get them to fund earlier in exchange for 
carry * thought on a hedge for rest of cap streture 

5. mKKB think wa should short AAA abx against this warehosue. primmariiy to hedge super senior- 80% of 1 ,5b!n is 
1 ■2b ln AAA ^ x I figure 

e.fHBMi- think we should short AA and A index against this warehouse 
7, Anderson - status report with rabo please on SS 

e. ■■■■■■■■■Hi understand major differential belw mark to market and mark to model (as is true massively on 
anysingi^CDO''2 at the moment it seems) • this situation can't possibly persist - shouldn’t we liquidate both of them, 
and upsize GW or DR, and find a brand name manager to get SS done from both warehouses mixed together or 
something? can you noodle around this train of thought please? this way you hit them both for $l0mm. and print the 
trade with a brand name guy. and do it as a managed trade with reinvestment period even-whatever promotes super 
se nior executio n - in the meantime think we should short some ABX single-A on these 

9. wouldn’t hedge this one at this point - if plan to grow it would short BBB- index against it - at least t :1 

lo'.VHHBfr Pat is going to want to know whether we plan to proceed with mgd index trade with him or not when we 
talk at 3pm 


Potential Hedge Strategy 

1 . ABX AAA's need to be short $663mm (ret. s. seniors) plus $1 .2bln (( 
short 1 .75b!n so I think we leave ABX AAA alone for noe^ 

2. ABX AA's - wouldn't mind to short some of these - for 
present - perhaps sell $250mm of this 

3. ABX A's - wouldn't mind to short some of these • for 

4. ABX BBS's • wouldn't mind to short some of these - foi 



■■ is approx 1 .e66b!n and we are already 
like best risk/reward in ABX stack to me at 


thinking around $250mm 
thinking around $250mm 


alternatively, v ,0 could just sell, say, $1 BLN of ABX AA's under the thought that it will get punished (like single A's did 
recently 1 if stuff continues to deteriorate and if not. or if stuff improves from here, it only rally 50bp on us which on $1 BLN 
only costs us, say, $1 5mm to $20mm bucks - am I doing this math right? thinking I might like this best- along with getting 
actual super senior done everywhere we can, as fast as we can... 


please call me to discuss when you gel up - thanks - d 


d 

Confidential Treatment Requested by Goldr 


Pcrm»we«t Subcommittee on Investigitions 


Wall Street <6 The Financial Crisis 
Report Footpote #1637 


GS MBS-E-001 800707 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01226 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




1223 


Footnote Exhibits - Page 3481 


From! Ctetrem, Peter L 

Sktnt: Tuesday, February 27, 2007 7;26 AM 

To! Rosenbium, David J. 

Subjects RE: Pis send me most recent wh mk to model - tx - d 


From! Rosenbium, David J. 

Sent: Tuesday, February 27, 2(K)7 9:08 AM 
To: Ostrem, Peter L 

Subject: Rs send me most recent wh mk to modd - bt - d 
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Pfom: Rosenbium, David J. 

Sent: Wednesday, Febaiaiy 28. 2007 9:13 PM 

CQS®. Benjamin: Ostrem, Peter L: Egol, Jonathan; Lehman, David A.; Swenson, Michael- 
Bimbaum, Josh 
Cc: Spaffei, Daniel L 

Subject: Re: Hedges Status Report 


Great. Getting pretty nailed down. 


Original Message — - — 

From: Case, Benjamin 

To: Rosenbium, David J.; Ostrem, Peter L; Egol, Jonathan; Lehman, David A. ; Swenson, 

Michael; Birnbaum, Josh 

Cc: Sparks, Daniel L 

Sent; Wed Feb 28 21:07:47 2007 

Subject: RE: Hedges Status Report 

Not double-counting - the 933 in total hedge notional was designed to hedge the 780 total 
cash CDO debt (excluding HG super-seniors). Allocating 1.3 bln of the AAA ABX short as a 
hedge for the HG super-seniors leaves 925 of AAA ABX as part of the warehouse hedges. 


— - — Original Message — - — 

From: Rosenbium, David J. 

Sent: Wednesday, February 28, 2007 9:00 PM 

To: Case, Benjamin; Ostrem, Peter L; Egol, Jonathan; Lehman, David A. ; Swenson, Michael; 

Birnbaum, Josh 

Cc: Sparks, Daniel L 

Subject: Re: Hedges Status Report 

But does this mean we are double hedged on the s. senior 2.65bln, or no 


— Original Message 

From: Case, Benjamin 

To: Rosenbium, David J. ; Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson, 

Michael; Birnbaum, Josh 

Cc: Sparks, Daniel L 

Sent: Wed Feb 28 20:49:29 2007 

Subject: RE: Hedges Status Report 

Also add 1.3 bln of AAA ABX short vs. 2.65 bln in cash HG super-seniors as described in 
Rosie's most recent email 


— Original Message 

From: Case, , Benjamin 

Sent: Wednesday, February 28, 2007 8:46 PM 

To: Rosenbium, David J.; Ostrem, Peter L; Egol, Jonathan; Lehman, David A. ? Swenson, 

Michael; Birnbaum, Josh 

Cc: Sparks, Daniel L 

Subject: RE: Hedges Status Report 

Here are the ABX hedges put on yesterday on the cash CDO retained positions (all numbers 
in millions) : 


06-1 

AA 

122 

06-1 

A 

237 

06-1 

BBB 

11 
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06-1 BBB- 139 

06-2 BBB 90 

06- 2 BBB- 144 

07- 1 BBB 90 

07-1 BBB- 100 

In aggregate, these positions were designed to hedge; 

397 Hudson Mezz debt (11 BB, 80 BBB, 116 A, 76 AA, and 115 AAA) 

148 Other Mezz debt (12 BB, 18 BBB, 6 A, 67 AA, and 46 AAA) 

235 HG stib cash debt (46 BBB, 50 A, 10 AA, and 130 AAA) 2,650 HG super-senior AAA debt 

In total notionals, we now have 933 in hedges vs. 780 in cash CDO debt (ex. HG super- 
seniors) for a total aggregate hedge ratio of 1.2x. 


Original Message 

From: Rosenblum, David J. 

Sent: Wednesday, February 28, 2007 8:02 PM 

To; Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson, Michael; Case, Benjamin 
Cc: Sparks, Daniel L 
Subject: Hedges Status Report 


In sp cdo biz, can you now describe to me the total hedge position in: 

1. AAA ABX is short 2.25bln correct? (Against retained s. seniors and altius 4) 2. AA ABX 
is nothing done correct? (Against cdo warehouses generally) 3. A ABX is short 250inin 
correct? (Against cdo warehouses generally) 4. BBB ABX is short lOOnun correct? (Against 
retained hudson mezz / cdo debt) 5. BBB- ABX is short SOnmi correct? (Against retained 
hudson mezz / cdo debt) 6. CDS of CDO shorts - pis describe - thought we were short 150 or 
so here - this should be against CDO warehouses generally now 

Pis correct / confirm 

Tx 

D 
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From: 

Sent: 

To: 

Subject: 


Rosenblum, David J. 

Thursday, February 22, 2007 9:44 PM 
Ostrem, Peter L 
Re; League Tables 


The three: 

1 . Jpmim 

2. Hudson Square (hardly counts really) 

3. What is third? 


Rcdectcd by tbt Ftrauarat 
Sobcomeii^ ob lovci^lpiflOM 


Liquidating greywolf — why? 



Original Message 

From: Ostrem, Peter L 
To: Rosenblum, David J. 

Sent: Thu Feb 22 21:23:45 2007 
Subject: FW: League Tables 

FYI 

Liquidating 3 warehouses tomorrow. And Dan wants to liquidate Greywolf. . . 


From: Ostrem, Peter L 

Sent; Thursday, February 22, 2007 9:23 PM 
To: Schwartz, Harvey 
Subject: League Tables 


Informa Global Networks shows Goldman as #4 for SP CDOs with $19.8bln of issuance in 
2006. That data is wrong as we issued $27bln in 2006. Using our $27bln number, we range 
3rd behind ML {?46blr\) and CITl ($33bln) . 

the rest is DBS |$21bln), BAS {517bln), WACH ($17bln) , CS {S17bln), MS (SlBbln), 

IXIS ($12bln). Bear {$12bln), JPM ($12bln), UBS ($llbln), Leh {$9bln} 


® Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See 
http://www.gs.com/disclaimer/email-5alesandtrading.html for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.com/disclaimer/email/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


PcrinsneiH Subcowwittee an lavestigstioos 
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From: Sparta, Danie! L 

Sent: Thursday, February 22, 2007 9:10 PM 

To: Montag, Tom 

Subject: RE: 


Long meeting tonight with entire team. 

CDO warehouses have risk sharing arrangements and are long outright - most deal warehouses 
have a 50/50 type risk share arrangement. 

Separately, Swenson/Lehman/Birnbaum have a large CDO short position, I have viewed this as 
a protection hedge for the department if the CDO market gets choppy. 

We are there - choppy. We will make the hedges explicit based on deal probability. 

We had significantly reduced warehouses {new deals) over the past 3 months, and many 
warehouses we have stopped adding. But we are still have risk. 

Deals take time to market and execute, and there are a number of deals that should work 
because they are far down the road, they have good managers, or they are high grade (AAA 
to A deals) . But as the market gets tougher, we need to be careful and focused. 

There are a few deals that look tough now, including a A-rated CDO of CDOs with Greywolf. 


— Original Message - 

From: Montag, Tom 

Sent: Thursday, February 22, 2007 7:24 PM 

To: Sparks, Daniel L 

Subject: 

What other deals do we have like jpmim and what r we doing 
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From: Cohn, Gary (EO 85B30) 

Sent: Tuesday, February 13. 2007 7:25 AM 

To: Viniar, David 

Subject: Fw: Post today 


Original Message 

From: Sobel, Jonathan 
To: Cohn, Gary 

Sent: Mon Feb 12 21:15:21 2007 
Subject: Fw: Post today 

Justin spent over an hour with him today, 1 spent a couple on various things. Risk that 
concerns me is basis between ABX and single names as well as some COO positions with 
tranched index about to debut. 

1 had dinner with CBass tonight to talk about taking their escrows as deposits in the bank 
(2bn) . They complained about the margin calls on their warehouse lines, but they are 
meeting them as required. 


Original Message 

From: Sparks, Daniel L 
To: Gmelich, Justin; Sobel, Jonathan 
Sent: Mon Feb 12 20:54:21 2007 
Subject: FW: Post today 


Guys, thanks for helping out today. A little color on things that happened today. Your 
continued input and suggestions will be very helpful. 

--- — Original Message-— — 

From: Sparks, Daniel L 

Sent: Monday, February 12, 2007 7:07 PM 

To: Ruzika, Richard; viniar, David; Montag, Tom; Smith, Sarah; McMahon, Bill; Lee, Brian-J 
(FI Controllers) 

Cc! Winkelried, Jon {SO 85B30); Cohn, Gary (EO 85B30); Gasvoda, Kevin 
Subject: .Post today 


(1) +$20nBo P4L today. 

Secondary trading desk is net short risk in form of single names and structured index vs 
index longs (some index shorts also) . Large move down again today (A 40 bps wider, 
BBB/BBB- 80 bps wider) . 

(2) Possible significant upside in book. 

The desk has been moving single names about 1/3 of what they feel the correct correlation 
is (around 70%) . The team needs to work with controllers to demonstrate observability. As 
the market has moved so much one way, there is the potential for the book to currently 
have significant upside revenue embedded in it. 


(3) Loan & resid boo)(s flat. 

Loan and residual books have been marking down with movement of ABX hedges - will be 
reviewed for quarter end process. 


(4) Resi warehouse OK. 

All margin calls received. New Century moved $30inm off line today to Citt and plans to 
move $165mm off line Tuesday to MS, and they claim we are the only ones being harsh. C~ 
Bass claims we are the only one margin calling. Our marks are appropriate for moves in the 
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market. More margin calls are going out today. 

(5) Quarter end mark process. 

We continue to go through positions based on market ‘moves, loan performance, and 
transitioning positions to secondary desks (Wednesday) to get set for month end. 

(6) CMBS good. 

First day of EOF marketing felt good - will price March. Also, GS conduit deal (GG9) will 
price next week and should be nice PfiL. 


2 
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From: Montag, Tom 

Sent: Sunday. Febmary 1 1 , 2007 1 :52 PM 

To: Wjnkelried, Jon (EO 85B30); Blankfein, Uoyd (EO 85B30) 

Subject: Re: Mortgage Risk - Credit residential 


Agreed. There is no est loss in the basis risk. Big wildcard. They think they have 
correlation right and moves either way should be ok but obviously index assun^jtions have 
been wrong starting last may or June when positions were being put on and the gains 
seduced us to do more 

Original Message 

From: Winkeiried, Jon (EO 85830) 

To: Montag, Tom; Blankfein, Lloyd (EO 85B30) 

Sent: Sun Feb 11 10:58:00 2007 

Subject: RE; Mortgage Risk - Credit residential 

The view of the additional downside seems less than I would have thought given size of 
book and also basis risk in hedges 

Original Message 

From: Montag, Tom 

Sent: Sunday, February 11, 2007 1:26 AM 

To: Minkelried, Jon; Blankfein, Lloyd 

Subject; Fw: Mortgage Risk - Credit residential 

Very good writeup of our positions in each sector hedges we have on and potential for 
further write-down over next six months. Need to view on regular email to see tables. 

We are moving residuals to traders which has been a focus before the latest problems 


Original Message 

Prom: Gasvoda, Kevin 
To: Montag, Tom 

Cct Sparks, Daniel L; Ruzika, Richard 

■Sent: Thu Feb 08 23:40:34 2007 

Subject: Mortgage Risk - Credit residential 

Tom, 


For clarity, none of the below includes cash bonds in the ABS 2ndry book (Swenson) or CDO 
retained positions (FYI - the stress case in CDO positions looks like down $25mm, although 
bonds have been trading at our marks) . Below pertains strictly to risk in the whole loan 
trading businesses: 


OVERVIEW 

These are our primary reidiential mortgage businesses w/ credit risk: 

' Subptime (Matt Nichols) 

* Scratch & Dent (Michael Cawthon) 

* Alt-A (Genevieve Nestor) , . ^ u, ..v . 

* Prime Hybrids/Option Arms (Clay DeGiacinto) => I 11 send details on this tmrw 
2nd liens (Dariush Pouraghabagher) 


Each of these desks buy resi whole loans, securitize them and generally keep some or all 
of the levered equity (residuals). They have 3 primary positions with the following 


Loans (held pre-securitization on average 4-8 weeks) ^ , 

Bond spreads widen pre-securitization, hedged with ABX/CDS and eurodollars/swaps 
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* Duration or rates, hedged w/ swaps, mortgages, UST and ED's 

* Liquidity - no bids for bonds 

* Residuals or equity (created in securitization, levered first loss risk held at 
after-loss yields of 12-30%) 

* Actual losses hedged w/ CDS/ABX since there is sortie correlation 

* Duration (ED's, swaps) 

(Note, a lot of the performance is dependent on loss timing rather than loss 
magnitude - big late losses may be less painful than small early losses) 

* Retained bonds and NIMs (bonds not sold at securitization time) 

* Spreads (ABX/CDS) 

* Duration (ED's, swaps, UST) 

(Note, HIM’ 3 are rated bonds we create w/ residual cashflows that are very short 
duration and lever our residual returns) 


At your and Dan's urging, we are moving all retained bonds to 2ndry trading hands next 
week (mostly Mike Swenson) . Also, we are moving all residual positions to a central 
residual trading desk next week (Cyrus Pouraghabagher) . 



SUMMARY OF LOSSES ' 


Where we have gotten hurt this year: 

* 2nd lien residual - took $20-25mro write-downs over last 3 months (could lose 
$5- 15mm more) 

* 2nd lien retained bonds - took Slfimm write-down this week (could lose $5-15ram more) 

* Subperforming loan book - taking S28mm write-down this week (could lose $20-40ntm 
more) 

What do these areas have in common? - most HPA sensitive sectors. They've crumbled under 
HPA slowdown as these are the most levered borrowers. 

What have we done to mitigate? - we stopped buying subprime 2nd liens in the summer of '06 
and have focused on alt-a and prime 

- more emphasis at moving new issue bonds at any clearing levels 

- moving retained bonds out of primary desk hands to 2ndry desk 

Next shoe to drop? - '05 vintage subptime residuals, possible creep in bad performance up 
into alt-a 


^,^,^,^ei,^,i,^,*1,^r*1,***^ki,**1t1,^t^,******i,***■**^^^t*********************^l*■t**^t***^l1r*^l*********1l^^*^k***** 


SUMMARY’ OF POSITIONS 

(Note loss ranges below are not predictions. Overall feel good a/b our marks at this 
point but trying to show possible nearer term downsides.) 

SUBPRIME 

* Loans - net short spreads significantly (mostly ABX) and long $3B loans. Don't see 
a lot of near term P&L risk in this position. 

«Picture (Metafile )» 

* Residuals - $204mm (60% is pre-2005 vintage and less risky) . Actively marketing 
$2lTnm resid trust position (aggregation of a bunch of old deals) . OK w/ overall 
valuation, if loss performance deteriorates rather substantially over next 3-9 months, we 
could lose $20-40ram in these positions (mostly '06 vintage). 

«Picture (Metafile) » 


* Bonds/KIMs - much larger than usual as a byproduct of jamming out a lot of deals in 
Dec and Jan (some of the ABX short intentionally covers us here) . Long^ $115iTim bonds and 
$81mm NIMS. Downside on bonds is probably ?5rnm and NIMs could be $10-15wm (we've seen 
some stronger 2ndry prints last 2 days but haven’t sold any NIMs, have sold $40mm bonds). 
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«Picture (Metafile) » 


«Plcture (Metafile) » 


ALT-A 

Sector has not been effected yet by lower credit contagion but we expect it to come so 
we've upped due dilg and are turning the book fast 

* Loans - Long §5. 2B loans (on the high side of normal). Higher quality loans so they 
produce far less lower rated bonds. Hedging w/ AAA and BSB ABX but net long spreads above 
BBS's (flat BBS's). Priced $660!mn deal today so this drops to S4.4B. Feel good a/b 
executing out of loans here. 

<<Picture (Metafile) » 

* Residuals - Importantly, we plan to bring our first Alt-A resid trust in March w/ a 
goal of selling $50-100rnra of this risk (we*ll sell all we get demand for) . If defaults 
spiked up in Alt-a over next 6-9 months we could drop S20-30inm here. 

«Picture (Metafile) » 

* Bonds/NIMS - Good shape here w/ $182nim bonds but $132ir!m of them AAA- and new, working 
on a large BB trade (§44mn5 owned) and $21nTO NIMs (mostly single A). Risk is in the SB's, 
could lose $5mm in big spread widening. 

«Picture (Metafile) » «Picture (Metafile) » 


2nd LIENS 

* Loans - $550non of this is seasoned 2nd lien subprime ('05 vintage) that is 
performing well and will be securitized next month. $250inni is Alt-A 2nds (again 
performing well) and §250rrBn is prime HELOCs. Overall slightly long spreads above BBB and 
short below. Execution looks OK still on these but we could lose $5mm in this space if 
spreads had to widen more dramatically to place all the bonds. 

<<Picture (Metafile) » 

* Residuals - S48mm but $38mm of this is Alt-A 2nds (performing well) and SlOmm 
subprime (has been written down $20-25mm over last 3 months) . The $10mm is mostly prepay 
penalty value, no value in the credit lO’s. Could lose $5-15rran if performance problems 
creeps up into Alt-A 2nd liens in next 3-6 months. 

* Bonds/NIMs - Took $18mm write down this week. Could drop another $5-15ir!jn if 
performance falls further. Big focus to reduce these positions but bids are hard to' come 
by. 


«Plcture (Metafile) » 

S«D 

* Loans - Net long top of the capital structure and short the bottom for the 
securitizabltf portion of this loan book (§380inm). Remaining subperforming boolc ($854inm) 
was written down $28mm this week do to poorer cashflows. Very credit sensitive, could 
lose another $20-40mm if performance falls further 

«Pictuce (Metafile)» 

* Residuals - $55mm total value, these are cashflowing and less levered structures 
than Alt-a, subprime, etc. (but lower credit quality). Could lose $5-15mni in this book if 
losses increased more than expected. 

* Retained bonds - The BBS-BB bonds are retained for investment generally and the 
higher rated are marketed. Tougher bond sales since the sizes are small,- the deals are 
private and credit work is extensive. Me could lose $5-15mm here if losses stepped up and 
bond spreads widened materially. 


«Picture (Metafile )» 
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Goldman, Sachs 6 Co. 

85 Broad Street, 26th Floor | New York, Mew York 10004 
Tel: 212-902-8768 I Fax; 212-902-1691 
email : kevin. gasvodaSgs . com 

Kevin S. Gasvoda 
Managing Director 

Fixed Income Currency & Conunodities 


Goldman 

Sachs 
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From: 

Sent: 

To: 

Subject: 


BIrnbaum, Josh 

Monday, January 08, 2007 6:04 PM 
Sparks, Daniel L 

FW: ABX/Sut^ime Risk by vintages 


Attachments: 


Index and Single Name Position History 2006 As of 05Jan07.xls 


From: 

SenU 

TO! 

Ce; 

StAJect: 


Kao, Kevin J. 

Monday, January 08, 2007 S:39 PM 
Bimbaum, 

Turd:, MIchad 

ABX/Sub(»1me Risk by vtrttages 


Josh, this is ipdated as of Jan. 5. i'l! be sending it out once a week. Do you want me to include anyone else on the 
distribution? 



Index and Single 
Name Position... 

Thanks. 
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From: 

Sent: 

To: 

Subject: 


Kao, Kevin J. 

Tuesday, F€4)ruary 06, 2007 9:23 AM 
Birnbaum, Josh 

Index and Single Name Poslfion Hislcwy 2006 As of 05F^07.xls 


Attainments: Index and Single Name Positiw History 2006 As of 05Feb07.xls 


PRELIMINARY — vnll double check again after the meeting ... 



Index and Sngle 
Name Position... 


PefasHCTit Subcommittee on Inveitigatloas 
Wall Street <6 The Financial Crisis 
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From: 

Sent: 

To: 

Sub]ect: 


Barrett, Tom 

Friday. February 23, 2007 433 PM 

Kao. Kevin J.; Swenson, Mk^ael; Gmeiich, Justin 

Index and Single Name Position History 2006 As of 22F^7.xls 


Attachments: Index and Single Name Position hfistory 2006 As of 22FeW)7.x!s 


Per your request Michael, attached is the graph of Index/Single name positions/risk as of last nights 
close. 

Cheers, tom 



Index Sr^le 
Name Position.., 
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From: Kao, Kevin J. 

Sent: Friday. March 02, 2007 8:00 AM 

To: BIrnbaum, Josh 

Object: Index and Single Name Positkm Hstory 2006 As of 01Mar07.xls 

Attachments: index and Single Name History 2006 As of 01 Mar07.xls 


Josh - Here's the updated chatl as of last night, MRMA-styie index equivalents that we talked about on Wed. Please 
forward to Swer^n / Justin as needed. 

(FYi - 1 am 01 ^ of the office today but shaikf be on blackberry. Thanks.) 



Index and 9n9le 
Name Po^on... 
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Presentation to SEC 
Subprime Mortgage Business 

14-Mar-2007 
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Table of Contents 


i. Subprfme Overview 

II. Recent Events in the Subprime Mortgage Sector 

III. Looking Forward 

IV. Appendix: Subprime Mortgage Originators 


except •« to eneWe compltance w«i eppWcatirt wcurKto* <Bw. you (va e*^ 

aaants) may <»«*)» #o any entf efl pereoos ff»e US Moral income ana stole tax treolmont ana lax structure of ene tronsectton ^ 

^maLlals of any Idnafo^ixbtg tax opinions ana oom tax anelyaas) that are fxvviaaa to you relating to stjcti tax traetment ana tax 
structure. urittioulGaiamanSaGlislmpasInQ any ItnUtatlon of any lOna. 
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I. Subprime Overview 


Subprime Overview 1 


ConfideniSal Treaiment Requested by Qt^dman Sachs 


GS MB&-E-01D022330 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01259 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



1256 


Footnote Exhibits - Page 3514 


Subprime Mortgage Overview 

Definitions 

Mortgage 

Classtficatton 

RCO 

Score 

Range 

Percentage of Recent 
Mortgage 
Originations 

Size of Market 

(2006 orletnitlon 
volume) 

DescripticHi 

Prime 

>700 

72% 

■ $2.6tr 

■ Highest credt quality; no recoit 
foredosures, delinquencies or bankruptcies 


640-730 

11% 

■ S400bn 

■ Self-employed and/or non-resident 
borrowers 

■ Limited disclosures on income and assets 
of txxTower 

■ Agency non-conforming due to credit 
issues, payment history or minime! 
documentation 

Subpdme 

605-640 

17% 

■ $600bn 

■ Lowest aedit quality; b^rovters with 
average to poor credit profiles, inciuefing 
first time homebuyers, people who did not 
previously have credit available to them 

■ Agency non-conforming due to aedit 

Issues, payment history or minimal 
documentation 

■ Percentage of stated income loans grew 
significantly in the past year 

' 4JM « nmMM WMv gu> M) -Mn* AM’ (PiCO sew* «ie-nw 4Mtf {ear* flwv* S4MP0. 


Sufaprime Overview 2 
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Subprime Mortgage Overview 

How the secuiltization process works 



Participants: 

■ Homeowner: Classified as subprime based on FICO scores, could include investors speculating in residential real 
estate 

■ Mortgage Originator Includes large diversified players, REITS, and small mortgage finance companies. 
Origination volume is dominated by larger players, however there are many small, mono-line players with limited 
track records end very small equity bases. Many mortgages are not originated direcdy from homeowners but 
rather through independent brok^s 

■ Financial Institution: Firms such as OS purchase pools of loans to r^ckage, underwrite and sell into the asset- 
backed market 

■ SPV: Tranches pool of mortgages ir^o super-senior, mesanine and subordinated pieces aid sells into secondary 
market 


Subprime Overview 3 
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GS Subprime Mortgage Business 
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II. Recent Events in the Subprime Mortgage Sector 


Recent Events in the Subprime Mortgage Sector . 5 
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Market Trends 


Votones Increase Slgniflcantty' 

Credit Quality Oectines: Relaxed Undermtting Standvds 
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Timeline of Major Events & GS Response 


SuOprime Sector 

■ Easy access to credit snows subprime boiravMrs to 
purchase hwnes, raldng the share of subprftne 
moftgages to over 20% of martiet 

■ ABXIndteeslaunehin January tracing the 
pertarmance of specffic securituation tranches 

■ InvestorsseeldngyleldandbroaderQlobal Investor 
base ddve demand for subprime securitizations 

ti AcMStic defaults (May 2006] 

■ Rumors of signlflcanl deterioration in underwrftlng 
standards and some borrower fraud 

■ Spreads m RMes cool as hedge funds actively 
target subpiime synthetics as a way to express 
negative views on the sector; prior to this activty, 
Investor end COO demand had pushed the marliel 
very high 

■ Bank regulators Issue underwriting guldartce on 
non-iradkionel mortgage products 

■ .Widespread mortgage or^irtaior defaults begin 
Indudlng Sebrtng (Nov 06) ai>d MLN (Jan 07) 

■ Bids for subprtine loans fad betow cost to originate: 
business is therefore no longer prefHabte for 
originators 

a Large originators announce numerous accounting 
restatements and losses for 2006 triggering equl^ 
market sen off 

a Securtttzatlon maiket for sut^irime slows 
signiflcamty. Market for securities is dislocated 



QS Reaponse 

a GStsInherentiyiongthesectorgiven 
market presence. Long po^n grows In ' 
2006 with increased market activity 
a GS tong position is futrirerincreased via 
ABX Indices trades (ccKjnterparts are 
primarily hedge funds) 
a G8 becomes more vigilam on EF^ 
identification and workout 
a Credit d^iartment st^ up due diligence 
process on mortgage originators, creates 
watch list, suspends mulUpie names from 
further business 

a Enhanced focus on Ind^wndent v^uatlon 
a QSscalesbackpurchasIngofriskierloans 
a QS reduces COO aetivfty 
a Residual values reduced to reflect mark^ 
deterioration 

a QS reverses long market position through 
purchases of slrt^ name CDS and 
reductions of ABX pestuon although market 
IHIquKtity atvi bads risk constrain 
effectiveness of offset . 
a OS effectively halts new pur^ases of sub- 
prime loan pools through conservative bids 
a Warehouse lending business reduced 
a EPD claims continua to increase as market 
erTvironment continues to soften 
a Credit terms tightened further 
a New Century closed out 
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Credit Exposure Summary 


■ Warehouse lending has declined subi^anti^ty due to titter aedit terms and reduced originatCH- demand; b^nd 
continues today, vnth net committed amounts of SI. ibn and funded amourrts of $368 

■ Whole loan purchases have declined as wen driven (»fmai1ly by similar considerations 

■ EPOs have risen reflecting continued market deterioration; current EPD dalms are $1 . 1 4bri notional witti $427mm 
In potential exposure 

■ Credit fidt in securitization underwriting is difficult to quantify. The risks we face in this budness are 

— Standard imderwriting risks (need to make a market, due diligence requirements, etc.) 

>- Franchise / r^utationai risks 

— R^s artd warranties risks 


WantMUMUndlnfl; 

.TewftBmetftfwiw. . - 
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Credit Exposure Summary 

Most Worrisome Counterparts 



Countequity 

Company Oescrifttlon 

Recent Events 

Total Eiqtosure' 

{$ mm) 

New Century 

Pubtidy traded and largest non-captive 
subprime moftgage lender with StSbn in the 
first nine months of 2006 ortginailona and 
book equMy of as of Sept 2006. Ranked 

#3 by market ^are. 

Restated 3n> quarter financial resets and delayed 
fiSng t04(: California Altomey-Qenerel launched 
crkninal inquiry Into securities trading anrS 
ao(X)untlng errors. Company has stopped 
ortginatlng new motioages given funding shortfaSs. 

$45,2* 

Frwnom 

PuWicry traded mongage originator with FDtC 
irtsured/reguiated ILC subsidiary. Ranked ItS 
by market share and had Si .Stxi in book 
equity as of Sept 2006. 

Entered cease artd detf st order with the FOtC. 
Company has said that it is exiting the subptime 
mortgage buainess and delaying the fiTing of 4Q06 
results. 

$12.9 

Novastar 

Publicly traded mortgage orfginator stniclured 
as a REIT. Ranked #18 by market share and 
had 161 4mrn In tXMk equity as of Sept 06. 

Reponed 4th quarter loss of $14.4mm. 

$9.7 

Accredited 

Pubtidy traded mortgage lender structured as 
a REIT. Ranked *14 In subprime mortgage 
origlnaiions. Book equity of S736mm as of 

Dee 06. 

Repoiled 4th quarter eamlrrg loss of $37, 8mm. 
filed form 12t>-2S wth with respera to 

earnings delay. 

$5.9“ 

SouthStar 

SouthStar Is a prtvately held mortgage 
originatof operating AR-A, Sub-Prime, I/O, 
Option ARM and HEiOC proi^ms. 

Reported 1st quarter 2007 loss of $707K oh 
rBvenuesof$18.Smm. Non-sales workforce to be 
reduced by 20% and one operations center to be 
closed this month. Warehouse line and additional 
workforoe reductions being considered. 

$19* 


' Of M AM MV «**<**netf tUn" ocmnaMW Mpv nm Movdetf* Mar McMffaamnMM fmpwri caMO CtfiM mmdMr riv* t 

Af flra4<,M<«eow*«i«lfMn«oinMtigtfftUntnon*ift3iame«iMMfi^EWaWM«tf W»ti»wei»» MnMnwf/tMfiwiUMjeiiwAMoeeiMiwittiMM. 
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iaSi"" Market Exposure Summary 



202006 FYE2006 1Q2007 Cuirent 

■ Mortoage Tradng VaR 


■ VaR Inaaase driven by 

— Increase in ABS synthetics due to a comKnaUon Gf vrider spreads and increase volatility in the ABX market 

> During the quarter, ABX 86B- spreads widened from 300 bps to 1 500 bps 
The desk is increasing their net ^rt risk in the RMBS subprime sector 

> Daily volatility inaeased from 5 t^s to 53 bps 

■ In the synthetic space, the desk started dte quarter with long $6.0bn notfona! ABX BBB> risk and shined the 
position to net short $1 Obn notional by redudng the longs in ABX BBB- and increasing shorts in single name CDS 

■ QS also has $25mm equity investments in «jbprime lenders 

Recent Events in the Subprime Mortgage Sector 10 
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III. Looking Forward 


Looking Forward 1 1 
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Lessons Learned 


■ What went right 

■ VWiat went wrong 

■ How wei! did our measures capture / reflect risk incurred 

■ Observations for other businesses 


Looking Forward 12 
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Looking Forward 


■ We believe the ntorto-iine sut^me mortgage origirtators will not be able to survive current market cx^itions for 
very long 

— Those wi8^ limited capital bases will quickiy go out of business 

■ There is a concern that the problems observed in the subprime market will spread to other parts of Ste real estate 
sector, most notaWy, the Alt-A market 

■ GS sbBtegy going forward 

— Position ourselves to be flat to short 

— Increased due diligence performed on purchased loans 

— CdlecSion of amounts owed by originators from buybacks 

— Ag^ssiveiy manage deal performance via asset management team (oversight of servicer actions) 

» Hedge ail purchases 

— Work through inevitable defaults with minimal operational and aedit risk losses 
~ Conservative management of warehouse lines; revibw appropriate haircut levels 

— Communicate with originators, servioers, investors 

■ GS will evaluate ongoing opportunities on a case by case basis 
— ■ Opportunistic purchases of potential foan packages / portfolios 

— Potential equity investments 
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Pn 


IV. Appendix: Subprime Mortgage Originators 


Appendix; Subprime Mortgage Originators 2 
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Impact on Originators 

Rank 

Orli^nator 

Status 


5- 

HSBC Finance 

Inaeased loan loss reserves bv Sl.Sbn 

3 

New Cenn^ Financial 

Criminal investiaatlon; lloulditv imoalred 

4 

Countrywide Finandel 


5 

Fremont Investment & Loan. 


6 



7 



8 



9 

/.VI .1 Ti 


10 

First FranWin Financial Core. 


11 

Residential CaoRat Com. (GMi 


12 

BNC Mongaoe/FInance Amedca (Lehman) 


13 

Aeais Mortoaae Corp- 

ScaQng back operations 

14 

Accredited Home Lenders 


1S 

American Gerteral Finance (AIG) 


18 



17 

Ownit Mortoaoe Solutions 

Out of business 

18 

NovaStar Firtsrtcial 

Loss m latest ouarten little, if any. income forecast throuoh 201 1 

19 

Equlfifst (Regions Financial] 


20 



21 



22 



23 



24 



28 
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From: Egcri, JonaHian 

Sent: Monday. Febaiary 26. 2007 2:31 PM 

To: Swensc^, Michael; Lehman. David A.; Salem, De^; Chin, Edwin; Case, Benjamin; Williams, 

Geoffrey: Tourre, Fabrice; Ostrem, Peter L; Herricrft, Darryl K; Bleber, Matthew G. 

Cc: Sp^s, Dani^ L 

Subject: Portfolio for Proposed Transaction 070226 {2).x!s 

Attachments: Portfdbfcx' Proposed Transaction 070226 (2).xis 


INTERNAL AND NOT TO BE FORWARDED 



AwtftXIofor 
Pn^josed Transac... 


Got a call from Kate Birchall @ Lloyd's, "nie attached portfolio (~$lbn of AA/A) is for a Faxtpr-^nsored HG deal. 
Punchline is they are not liquidating, I surmise Llody’s ba(^tO}^>ed super senior so they have to print. Hovn^ver they are 
asbng for prot^tiai offer on 0-x% - they vwll come back wittt detachment point "x" tonight. 

Many of tttese assets are garba^. i told her she will not like the level. I told her we were more axed to buy a^er senior 
protection on this type of portfolio but she had no intemst in writing, and she is not permitted to liquidate. Recall this is 
rxA her business, I suitnise their CDO group was tapped and she has been instructed to neutralize all risk. 


Permanent Subcommittee on Investigattons | 

Wall Street Tlte Financial Crisis I 
^^^ReportFootDot^l65^^^^| 
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From: Gasvoda, Kevin 

Sent: Monday, April 23. 2007 12:49 PM 

To: Montag, Tom 

Cc: ^larks, Daniel L 

Subject: RE: Resi credit QTD/VTD P&L and positionsFrom 

Attachments: Resi credit QTDATD P&L and positions 



ResI credit QTD/ 
YTD WU. and (xi... 


Tom, here are the follow-ups I ovi« you. 

First the "subs position" {managed w/ the resids book) we have approx $400mm market value of primarily below 
investment grade prime secajrlties {this was blank in my table horn first msg, which f re-attached above if you can't find it) 
gmd tte "prime h^rid - pwimary" loan bo6k I estimated at is artually $2.9B. 

Regardir^ beginning ci FY subpime resid position, we started the FY at $157mm vs the $255mm balance now. 
Therefore, vreVe net created $98mm of subprime resids which is a function of the VTD deal volume and the fact we 
haven't been securitizing out the front cashflows on these deals the last few months as we think it is trading too cheap 
{10-12% yield ^ 1/2 year average life single A rated bond). 

Last, regarding hedge P&L YTD and QTO, see below. Note, ttm does not include rate hedges since I as^jme you were 
Interested in ABX/CDS credit/spread hedges only. You see significant hedge gains in subprime ($96mm YTD) which did 
not offset the counterparty credit losses {EPO’s) and residual re-marWng. 01 was significantly positive while 02 has 
been ^gnificantty negative as spread have tightened generally. Also note the resids had been managed w/ the loan 
boc^ and have only been recently split out and managed separately. 


ABX/CDS HEDGE P&L: 

Q1 Q2 {4/20) YTD 


Hybrids 

5.3 

•13.8 

•8.5 

AltA 

37.8 

•17.8 

20.0 

Subprime 

119.4 

-23.4 

96.0 

S&Dent 

13.5 

•9.8 

3.7 

2nds 

24.1 

-6.8 

17.3 

Resids 

n/a 

-8.1 

■8.1 

Subs 

0.6 

-0,4 

0,2 

Ail 

200.7 

-80,1 

120.6 


From: Gasvoda, Kevin 

Sent: Sunday, April 2Z, 2007 9:13 PM 

To: Montag, Tom 

Ccs Spvts, Daniel L 

Sidiject: R£: Red credit Qm/YTD P&L and positions 


« Message: resi credit weeWy recs^ » 

You are correct on ttie first point Tom - we have $l80mm In loans {unsecuritized) and $255mm of residues off old 
deals. The $180mm of loans is the smallest we've been sirwe we started the business in 2002. We had been 
running at an average loan position balance in subprime of around $4B. The loan book turns over on average every 
2 months however as we genwally had been securitizing at least once per montti. Note, we turn die loan balance 
into securities and historically 75-80% of a loan deal is AAA rated and 1 5-20% of the deal is AA thru BBB- risk, the 
remainder position (3-5% of the deal) Is the unrated, first loss risk or "residual" - in other words, every $1B subprime 
de^ prockjces a $30-5Cknm residual investment (most ci vriiidi we re-lever via N!M securitizarion) leaving $5-15mm 
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Oil our books assuming <kmt have a purchasing partner (HBK. Cbass to name a few). 

The S^Smm we have retained is from deals dating back to 2002 and while weV© developed some buyirrg partners, 
it is not a de^ market. The^ have been intenti(»ial principal retained positions. We cfid set! a;^rox 50% c# our 
intoresi in deals created from mid-2005 thru end of 200S. 

The losses d $^mm and ^mm are net d hedge gains - we had been shot spreadfe via ABX/COS so had mark to 
market g®ns ytd. I vail get you Uie ^sedfic ytd hedge ft's tmiw. 

I can gel ym change of baJanoa year to date for resids but loans is attached per my email to you a few weeks ugo. 
^jecifically at end of FY '06 w© were at $6.9B (risk not fa/s funded) in sut^rime. a higher than run rate level. The 
redd #■$ are in sub|:»ime since weVe created a krt early In the year (function of secajrttirfng $6.98+ add*! 

putohasw in FY *07). I'll gel you the resid YTD imrw too. 


from: Montag, Tom 

Sent: Simdsy, April 22. 2007 8:31 m 

To: ij3in«d3, Kevlrt 

Cc: Oai^d i 

Sul^wt: PEtl^ credit qtO/rrOP&L and posIQoris 

Let me make sure i have this righl-for subprime we now have 180 million in loans on the book AND 
255 million of residuals on old deals 

We have lost 28 million on the loans and 84 million on the residuals 

Is this independent of hedges? 

Do you have change on year for each? 

Why do we have so large a book of residuals? Just cant sell? 


from: Gssvocia, Kevin 

Sene Monday, April 23, 2007 3:04 AM 

Ta: Montag, Tom 

Cc: Spartes, Oanie L 

Subject Res oe^QTO/YTOPSLsndposftzans 

Tom, 

Below Is the QTD and YTD P&L of the residential credit loans and retained positions along w/ the current 
position in each book. Note, the top section is ju« the primary business which includes P&L related to loan 
purchase and securitiz«iion. Some erf toe PiL also relates to unsold new issue allotments (most erf the 2nd 
lien tosses) prior to being moved to secondary hands (a practice that we just began in January as you Know). 

the loan side we are long aji^rox S6.<S in re^ loans (this excludes any prime fixed rate ic^ positions 
since toey are managed under Greg Finck, do not have retained bond elements, are more akin to our CJMO 
bosmess and have little to no credit elemenQ. The Alt-A business is having a good year and the HyWd 
C^^on Arm business is having a great year. This group of businesses made apjxox $200mm fast ye^ for 
your reference. 

Tfto second section ("resid^lal residuals" etc.) is related to positions intontfonaJly retained after new 

Issue, primarily residuals. Current position is awjto* $680mm and this group of businesses m«Je over 
$l00mm last year. Again irote, the predcwninanl pain has been in suiprime reside to date,, vy® vwl! spend, 
the rest of guarter digging deeper into all resid portions. 

Note, I believe the "Prime Hybrid - Primary" loan position is $38 (shown In italics below). I dont have a report 
w/ real time Info on that at my disposal today. This category is cor Option Arm business run by Clay 
OeQiacirto. Also, I do not have the "subs" book position size at hand (shown as "xxx" below) but will gel that 
tmrw lor yoi. "Sitos" are non-investment ^ade bontte primarily off of prime related d^ls that we generally 
retain and re-remic (aggregate to re-securitize). 
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Friday’s $50mm readual writedown is incorporated below in the "Residuals - subprime" line and the 

$24mm S&D loan write down is included in the fir^ section on the "Scratch & Dent" line. 

I will work on the hed^ P&L in isolation Monday a.m. fw you. If you have questions please cal! my home 
number 203-656-8419 or my cel 917-596-5113. 


« OLE Object: Pichjre Metafile) » 
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Fr<HTiJ 

Sent: 

To: 

Cc: 

Subject: 


Gasvoda, Kevin 
Sunday. April 22. 2007 2:04 PM 
Montag, Tom 
Sparks, Daniel L 

Resi credit QTD/YTO P&L and positions 


Attachments: Picture (Metafile) 


Tom, 

Below is the QTD and YTD P4L of the residential credit loans and retained positions along 
w/ the current position in each book. Note, the top section is just' the primary business 
which includes P&L related to loan purchase and secutiti 2 ation. Some of the P&L also 
relates to unsold new issue allotments (most of the 2nd lien losses) prior to being moved 
to secondary hands (a practice that we just began in January as you know) . 

On the loan side we are long approx $6.4B in resi loans (this excludes any prime fixed 
rate loan positions since they are managed under Greg Finck, do not have retained bond 
elements, are more akin to our CMO business and have little to no credit element) . The 
Alt-A business is having a good year and the Hybrid Option Arm business is having a great 
year. This group of businesses made approx $200inm last year for your reference. 

The second section ("residential residuals"- .etc. ) is related to positions intentionally 
retained after new issue, primarily residuals. Current position is approx $680mm and this 
group of businesses made over $l00mm last year. Again note, the predominant pain has been 
in subprime resids to date. We will spend the rest of quarter digging deeper into all 
resid positions . 

Note, I believe the "Prime Hybrid - Primary" loan position Is $3B (shown in italics 
below), I don't have a report w/ real time info on that at my disposal today. This 
category is our Option Arm business tun by Clay DeGiacinto. Also, 1 do not have the 
"subs" book position size at hand (shown as "xxx" below) but will get that tmrw for you. 
"Subs" are non-investment grade bonds primarily off of prime related deals that we 
generally retain and re-remic (aggregate to re-securitlze) . 

Friday's $50mm subprime residual writedown is incorporated below in the "Residuals - 
subprime" line and the $24mm S&D loan write down is included in the first section on the 
"Scratch & Dent" line. 

I will work on the hedge P&L in isolation Monday a.m. for you. If you have questions 
please call ray home number 203-656-8419 or my cel 917-596-5113. 
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Rcsidoidai Credit Lauu/New Issae 

Subprirae {61,387.052) (28.140.510) 180,000,000 

Scratch and Dent (34,089,858) • (73,044,733) 770,000,000 

2nd Liens (21.932.613) (40,597,590) 82,000,000 

Alt-A (3,550,099) 13.591.505 2,400,000,000 

Prime Hybrid - Prin^ 5,207,529 44,270,518 3,000.000.000 

Total (115,752,093) (83,920.810) 6,432,000,000 


Roddenttri Residuda & Subs / Ret^ned Posltiona 


Stdjs 

249,969 

7,249,828 

XXX 

ResidiuJs - Scratch & Deal 

91,810 

1.803,042 

56,000,000 

Residuals • Subprime 

(57,784.353) 

(84.597,798) 

255,000,000 

Residuals • Alt-A 

46,595 

7,528.639 

296.000.000 

Residuals - 2nd Liens 

311.789 

(11.838.044) 

74,000,000 

Total 

(57,084,190) 

(79^54433) 

681,000,000 

TOTAL OF BOTH 

(172,836,283) 

(163,775,143) 
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From: Sparks, Daniel L 

Sent: Tuesday, January 23, 2007 10:43 AM 

To: Bimbaum, Josh; Swenson, Michael; Lehman, David A. 

Object: RE; Subprime Risk Report 

my other concern is I want to stay nimble, and not get too wedded to one way positions - getting massively short could be 
more painftjl than what we have experienced. 


From: Bimbaum, 

Sent! Tuesday, January 23, 2007 9:51 AM 

To; Sparte, Danid L; Swer^n, MIchad; Lehman, David A. 

Subject: RE: Sut^rime Risk Report 


From: Sparks, Oanid L 

Sent: Tuesday, January 23, 2007 7:49 AM 

To: Swenson, Michael; Bimbaum, Josh; Lehman, David A. 

Subject: FW: Subprime Risk Report 


It does not look like you made any progress on the tNngs we discussed - 1 want a plan and daily reports on 
progress. 

Not to be difficult, but if you 3 are too busy I can add someone who can focus on this issue. 

1 . Cdlapse Ot vs 02 AAA index basis 

There are 2 internal trades we plan to do as discussed: 

1) BBB, 8BB- Index vs singles names. Oeeb has sent out a portfolio to the Alt A and whole loan desks and 
apparently those desks want to sit down with you before signing off on these trades. I believe you confirmed we 
are doing this in an email last night. 

2} The plan was to mention the AAA trade when we sit down to discuss the BBB basis trade. Once we move 
internal shorts in AAAs to 06-1 , step 1 should be accompli^ied. 

2. Collapse 01 vs 02 A index 

1) We fundameritally like the single A shorts but clearly we want to get out of our 06*2 long. We made good 
progress on that front recently, selling 400mm 06-2 A to Dillon Read on Friday. We have <1 Bln iong 2006 single A 
ri^ at this point. We wilt continue to work this down. 

3. Dr^afically cut notional BBB- index risk (01 and 02) 

We aii know friis Is the #l focus. We sold 55mm 07-1 BBB- Index this morning so far and we will continue to try to 
work this down in 50-100mm chunks daily. We are also trying to diversify our 06-2 long into some 07-1 risk to 
some extent in order to reduce ideosyncratic risk. I am optimistic that if we can buy another 1 -2Bln of BBB- single 
n^e protection, dear some of the risk in the CDO warehouse and secondary we can become quite aggressive in 
making index sales both to the street and retail and be comfortable that we are not hurting our overall position, i.e. 
not being limited in our trading style by our position (as you have talked about). 


From: fiCC^T1tgcdst^3t 

Sent! Tuesday, January 23, 2007 2:52 AM 

To: Sparks, Daniel L; Fortunate, Salvatore; Lehman, David A.; Swenson, Michael; Bimbaum, Josh; Salem, 
Chin, Edwin; Kamilla, Rajiv; Egol, Jonathan; Tourre, Fa brice; Williams, Geoffrey; Dinlas, Michael; Jha, 
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Arbind 

Cc: ficc-mtgcd^t 
Subject: Sublime Risk Report 

Attached are the short fonn Subprime Risk reports for 22Jan07 
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From: Lehman, DavkJ A. 

Sent: Tuesday, Januaiy 30, 2007 1:32 PM 

To: Swenson, Michael 

Subject: RE: Montag... 


OK 


Original Message 

From: Swenson, Michael 

Sent: Tuesday, January 30, 2007 1:31 PM 
To: Lehman, David A. 

Subject: Re: Montag.,, 

In office first thing 

— ^ — Original Message 

From: Lehman, David A. 

To: Swenson, Michael 

Sent: Tue Jan 30 13:10:55 2007 

Subject: RE: Montag... 

You are back tomorrow a.m. in NYC or p.m.? 

Original Message 

From: Swenson, Michael 

Sent: Tuesday, January 30, 2007 IsOS PM 
To; Lehman, David A. 

Subject! Re: Montag... 

I spoke with dan last night - I asked for it. I told him 1 want to go over the facts of 
what we are up against. It will involve a discusion of valuation metrics. Also, a 
discussion of what are competitors are saying as well about valuation. It also will 
incolve our views on the affects the tranched market will have on the cdo etc. 

It was suppose to be a way for me to arm rich as he navigates the waters as this topic 
comes up. I also wanted his input on what he thinks is Che right thing to do. It was my 
intention for it to be interactive. Now that montag will be there it may be less of that. 

The goal is to gain control of the discussions from our side *■ I an frankly tired of the 
mlsinformacion that is being spread from the peanut gallery. 

I also want them to realize what is reasonably achievable given liquidity etc. 

Weds will be a big day as we prepare for this meeting. 


Original Message — — 

From: Lehman, David A. 

To: Swenson, Michael 

Sent: Tue Jan 30 12:55534 2007 

Subject: RE: MonCag... 

What mtg is this? 

Original Message 

From: Swenson, Michael 

Sent: Tuesday, January 30, 2007 12:54 PM 

To: Sparks, Daniel L; Lehman, David A.; Bimbaum, Josh 

Subjects Re; Montag... 
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Will do 

Original Message 

From: Sparks, Daniel L 

To; Lehman, David A.; Birnbaum, Josh; Swenson, Michael I' '' ' ' i > r r 

Sent; Tue Jan 30 12; 51 5 02 2007 •— .» Rsdtctfd bv the PermtMBt 

Subject: Re; Montag... Sibcwiimitlee on lnve$%rttoOi 


Invite montag to meeting with ruzika 


Original Message 

From: Lehman, David A. 

To: Sparks, Daniel L; Birnbaxun, Josh; Swenson, Michael 
Sent: Tue Jan 30 11:30:02 2007 
Sub j ect : Mon tag , . . 

...called the desk to get an update on ABX. 

- Gave him the quick rundown w/r/t flows, positioning, etc. 

- We have seen little flow as a result of ASF. 

- Mentioned ASF was the one big ABS event of the year and that we were on the ground 
talking to mkt players to gauge sentiment. 

- Despite the dip in prices we feel the mkt could leak and we remained axed to get down 
and mitigate basis risk. 

He wants us to keep him apprised of meaningful activity, mkt movements, etc. 


GoldmaiT, Sacha & Co. 

85 Broad Street | New York, NY 10004 
Telj 212-902-2927 | Fax; 212-902-1691 I 

e-mail: david.lehman6gs.com 

Goldman 

Sachs 

David Lehman 

Fixed Income, Currency & Commodities 


Disclaimer: 

This material has been prepared specifically for you by the Goldman Sachs Fixed Income 
Conmiereial Mortgage Backed Securities (CNBS) Trading Desk and is not the product of Fixed 
Income Research. We are not soliciting any action based upon this material. Opinions 
expressed are our present opinions only. The material is based upon public information 
which we consider reliable, but we do not represent that it is accurate or complete, and 
it should not be relied upon as such. Additionally, the material is baaed on certain 
factors and assung»tiona as the CMBS Trading Desk may in its absolute discretion have 
considered appropriate. There can be no assurance that these factors and assumptions are 
accurate or con?>lete, that estimated returns or projections can be realized, or that 
actual returns or results will not be materially different than those presented. Certain 
transactions, including those involving 0433, may give rise to substantial risk and ate 
not suitable for all investors. The CMBS Trading Desk may have accumulated long or short 
positions in, and buy or sell, the securities that are the basis of this analysis. The 
CMBS Trading Desk does not undertake any obligation to update this material. 
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From: Cohn. Gary 

Sent: Tuesday. February 1 3, 2CK)7 1 1 :58 AM 

To: Winkeirled, Jon; Blankfem, Uoyd 

Subject: Fw: Catch up 


Original Message 

Promt Ru 2 ika, Richard 
To: Cohn, Gary 

Sent; Tue Feb 13 11:46:18 2007 
Subject: Catch up 

Gary — wanted to catch you on a couple of things. 

Mortgages — the risk spread sheets we have been developing have definitely helped in 
understanding our subprime exposure to market movements and correlation. Basically this 
gave me the observability to push the team to be short against the correlation and basis 
risk. Obviously this has helped stabilize our trading risk and actually make some money 
back. My concern now which I have been communicating to the team is that the single name 
CDO and CDO squared finds a floor and tightens while ABX stays wide again lowering the 
correlation. 1 am directing the team to cover the basis whenever possible and trade the 
hedge as it needs to be dynamic. 1 am working with Dan to uncover exactly what else needs 
to be proactively written down so that we can pnl it this quarter and be clean going into 
next. My efforts have been to get us back to being offensive — we are getting there if not 
there already. Justin — - I think the guy is great and exactly what the business needs on 
the risk aide to get Dan back into his sweet spot -Structuring and business development. 
There’s a boat load to do — Europe — etc. Dan can't do it all which is why I have been 
trying to take the heat off by stepping in on the risk, Justin’s help and experience would 
be a huge plus. 

EOF getting closer — probably 50 bucks for us. 
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From: Prigent. Alexandra 

Sent; Tuesday. March 27. 2007 7:33 AM 

To: Salem, Deeb 

Subject: RE; ABX - TABX : Request frorrMt 


No worries - we hope to get this client to trade some of our trading axes. 

This is an in^ortant client of us in Trance 

Thanks 

Original Message 

From; Salem, Deeb 

Sent: Tuesday, March 27, 2007 1:31 PM 
To: Prigent, Alexandra 
Subject: RE: ABX - TABX : Request from 

sorry for the confusion 

Original Message - 

From: Prigent, Alexandra 
Sent: Tuesday, March 27, 2007 8:29 AM 
To: Salem, Deeb; Williams, Geoffrey 
Cc: ficc-abstrading; Serres, Marine 
Subject: RE; ABX - TABX ; Request from 

Sorry - we are a bit slow here in London... Understood now 

Original Message 

From; Salem, Deeb 

Sent: Tuesday, March 27, 2007 1:28 PM 
Tot Prigent, Alexandra; Williams, Geoffrey 
Cc: ficc~abstrading; Series,. Marine _ 

Subject! RE: ABX - TABX : Request from 

what Is there to explain? i just put these levels in this morning, they are very different 
than the levels i sent last week on bbb-...pis check an old email 

——Original Message — — 

From; Prigent, Alexandra 
Sent; Tuesday, March 27, 2007 8:27 AM 
To: Salem, Deeb; Williams, Geoffrey 
Cc: ficc-abstrading; Serres, Marine _ 

Subject: RE: ABX - TABX : Request from 

Ok well - we will try to explain the client. 

Could you please than give us your levels for BBB- 

— — Original Message-— 

From: Salem, Deeb 

Sent; Tuesday, March 27, 2007 1:26 PM 
To: Prigent, Alexandra; Williams, Geoffrey 
Cc; ficc-abstrading; Serres, Marine 
Subject: RE: ABX - TABX : Request from 

no these are bbb... sorry, i made the adjustments at the bottom and just copied' it up top 



Original Message — - — 

From: Prigent, Alexandra 

Sent: Tuesday, March 27, 2007 8:25 AM 

To: Salem, Deeb; Williams, Geoffrey 
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Cc; f icc-abstrading; Serres, Marine 
Subject: BE: ABX - TA8X : Request from 

Deeb, 

These are the spreads you gave us for bbb- They would like the spread for bbb flat 
thanks 


Original Message 

From; Salem, Deeb 

Sent: Tuesday, March 27, 2007 1:07 PM 
To; Prigent, Alexandra; Williams, Geoffrey 
Cc: ficc-abstrading; Serres, Marine 
Subject: RE: ABX - TABX ; Request from 

Below are the spreads we showed them on BBB on ABX. HE. 06-2 


MLM6E1 2006-HEl B-2A USD 200 
RASC06-KS3 2006-KS3 M-8 USD 550 
LBMLT06-1 2006-1 M-8 USD 750 
CWL06-8 2006-8 M8 USD 550 
MSAC06-WMC2 2006-WMC2 B-2 USD 800 
ARSI06-W1 2006-Wl M-8 USD 900 
FFML06-FF4 2006-rF4 M-8 USD 500 
ACE06-NC1 2006-NCl M-8 USD 200 
SVHE06-OPT5 2006-OPT5 M-8 USD 300 
SAIL06-4 2006-4 M7 USD 1000 
GSAMP06-HE3 2006-HE3 M-8 USD 400 
JPMAC06-FRE1 2006-FREl M8 USD 400 
RAMP06-NC2 2006-NC2 M-8 USD 800 
HEAT06-4 2006-4 M-8 USD 550 
BSABS06-HE3 2006-HE3 M-8 USD 600 
MABS06-NC1 2006'NC1 M-8 USD 600 
CABR06-NC1 2006-NCl M-8 USD 175 
SASC06-WF2 2006-WF2 M8 USD 200 
SABR06-OP1 2006-OP1 B-2 USD 175 
MSCT06-HE2 2006-HE2 8-2 USD 500 


lUdftctcd try Ac PenRincat 

SflbetHBmHtec ihi tavest%atiM» 


—Original Message— — - 

From: Prigent, Alexandra 
Sent! Tuesday, March 27, 2007 3:12 AM 
To: Williams, Geoffrey; Salem, Deeb 
Cc: ficc-abstrading; Serres, Marine 
Subject: Re: ABX - TABX : Request from 


Ok will call you this morning to discuss. 


In the meantime, Deeb could you please send us the indie levels for the ABX. HE. 06-2 BBB 
flat ? 


Thanks 

Alex 


— — Original Message — 

From: Williams, Geoffrey 
To; Prigent, Alexandra; Salem, Deeb 
Cc: ficc-abstrading; Serres, Marine 
Sent; Mon Mar 26 17:46:36 2007 _ 

Subject: RE: ABX - TABX ; Request from 

We should discuss base correlations live... there is no market standard for calculating 
them. . . 
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From: Prigent, Alexandra 

Sent: Monday, March 26, 2007 11:58 AM 
To: Williams, Geoffrey; Salem, Deeb 

Cc; ficc-abstrading; • Serres, Marine 

Subject; ABX - TABX : Request front tHB 

Hi Geoff, Deeb, 

The head of Capital Markets is trying to identify opportunities in TABX and 

ABX. 

Specific questions from the client; 

1) Please send us the Base correlation on the 3 top tranches of TABX.BBB- {15-25, 
25-40 and 40-100} and TABX.BBB (12 to 100)? 

2) He would also like to have Indicative bids for protection on the ABX. 06-2. BBB 
underlying single-names: 

Below are the spreads we showed them on BBB- on ABX. HE. 06-2 


MLM6E1 2006-HEl B-2A USD 200 
RASC06-KS3 2006-KS3 M-8 USD 550 
LBMLT06-1 2006-1 M-8 USD 750 
CWL06-9 2006-8 M8 USD 550 
MSAC06-WMC2 2006-WMC2 B-2 USD 800 
ARSI06-W1 20Q6-W1 M-8 USD 900 
FEML06-FF4 2006-FF4 M-8 USD 300 
ACE06-NC1 2006-NCl M-8 USD 200 
SVHE06-OPT5 2006-OPT5 M-8 USD 300 
SAIL06-4 2006-4 M? USD lOOO 
GSAMP06-HE3 2006-HE3 M-8 USD 400 
JPMAC06-FRE1 2006-FREl M8 USD 400 
RAMP06-NC2 2006-NC2 M-8 USD 800 
HEAT06-4 2006-4 M-Q USD 550 
BSABS06-HE3 2006-HB3 M-S USD 600 
MABS06-NCX 2006-NCl M-6 USD 600 
CARR06-NC1 2006-NCl M-8 USD 175 
SASC06-WF2 2006-WF2 M8 USD 200 
SABR06-OP1 2006-OP1 B-2 USD 175 
MSCT06-HE2 2006-HE2 B-2 USD 500 


Fyi we are also trying to push for trading axes from the SP CDO as well with this 
client. 

Many thanks, 

Alexandra 


Goldman Sachs International 

Tel: +44 207 774 1696 I cell: +44MMIVIi 
Email; alexandra.prigent@gs.com 

Alexandra Frigent 

Regulated by The Financial Services Authority 
Disclaimer: 

This material has been prepared specifically for you by the Fixed Income or J. Aron 
Ttading/Sales Department and is not the product of Fixed Income or J. Aron Research. We 
are not soliciting any action based upon this material. Opinions expressed are our present 
opinions only. The material is based upon information which we consider reliable, but we 
do not represent that it is accurate or complete, and it should not be relied upon as 
such. Certain transactions, including those involving futures, options and high yield 
securities, give rise to substantial risk and are not suitable for all investors. We, or 
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From; 

Sent: 

To: 

Subject: 


Swenson, Michael 

Thursday. February 15. 2007 0:41 AM 
Bimbaum, Josh 

Fw: Mortgages E^iimate REVISED 


Fyi 


Original Message 

From: Jha, Arbind 

To! Svfenson, Michael 

Sent: Wed Feb 14 20:02:04 2007 

Subject: Re: Mortgages Estiimate REVISED 

Congratulations for a very good day ! 

Will stop by tomorrow morning. 

Thanks. 


Original Message 

From: Swenson, Michael 

To; Jha, Arbind 

Sent: Wed Feb 14 19:38:59 2007 

Subject: Re: Mortgages Estiimate REVISED 

Arbind it has to do with the single name cds position where we have been marking at a low 
beta. I am happy to discuss with you in the morning. 

i do not have the relative moves in front of me right now. 

Mike 


— — Original Message — — 

Prom: Jha, Arbind 

To: Swenson, Michael 

Sent: Wed Feb 14 19:33:12 2007 

Subject: FW: Mortgages Estiimate REVISED 

Michael, 

Will you be able to provide some color on SlOOmm PNL in ABS Trading? Dan in a brief 
conversation yesterday did mention that we have been marking our single name CDS position 
with a beta of 0.25 vs. desk's perceived beta of 0.7 in SPG Trading desk. 

Would appreciate your response and color on this. 

Thanks, 

.Arbind 


From: Bin, Ki-Jun 

Sent; Wednesday, February 14, 2007 6:02 PM 

To: Dinias, Michael; DMR-FICC; Fredman, Sheara; Fortunato, Salvatore; Jha, Arbind; 

bee, -Brian-J (FI Controllers); Montag, Tom; Ruzika, Richard; Simpson, Michael; Smith, 
Sarah; Sparks, Daniel L. 

Subject: Mortgages Estiimate REVISEID 
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Mortgages Estimate 

Total 104,327,500 

MTD {Including Estimate) 82,249,368 

CRE Loan Trading 

Fixed Large Loan 

Floater Large Loan 87,500 

Fixed Conduit (280,000) 

Transitional Loans 20,000 

CRE CDO 

Warehouse 

Muni JV 

ABS Loans & Finance 
Consumer 
Conroercial 
Europe 
Warehouse 


SPG Trading 

ABS Trading 100,000,000 ABX 

CMBS Trading 
Correlation Trading 


CDO/CLO 

ABS /MBS CDO 

GSI SP Credit Warehouse 
US CLO 
EURO CLO 
CRB CDO 

Retained Principal Positions 

Syndicate 

ABS 

CMBS 

CDO 

Hedges Manager's Account 

Advisory Fees 

Other 

RMSS 

Mortgage Derivative 
Agency Derivatives 
Whole Loan Derivs 
HSR 

Residential Prime 
FHA/VA - Primary 
FHA/VA - Secondary 
Subs 

Prime Hybrid - Primary 4,500,000 Resid sale 

Prime Hybrid - Secondary 

Agency. Hybrid.-- ...150,000 

Prime Fixed - Primary 

Prime Fixed - Secondary 

Agency CMO - Primary (150,000) 

Agency CMO - Secondary 

Residential Credit 
Scratch and Dent 
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Subprime 
Alt-A 
2nd biens 

Residuals - Scratch & Dent 
Residuals - Subpriroe 
Residuals - Alt-A 
Residuals - 2nd Liens 
Warehouse 

Tax Residuals 
NERDS 

EUROPE 

Acquisition Finance 
Euro CMBS 


Global Special Situations 
AMSSG 
ESSG 
ASSG 


Goldman, Sachs & Co. 

180 Maiden Lane 1 New York, NY 10038 Goldman 

Tel: 212-357-7385 Sachs 

e-mail: ki-jun.bin6gs.com 

Ki-Jun Bin 
Finance Division 


This message may contain information that is confidential or proprietary. If you are 
not the intended recipient, please advise the sender immediately and delete this message 
and any attachments. Follow this link for further information on confidentiality and the 
risks inherent in electronic coiBnunication: http://www.g8.coni/di8clairoer/email/ 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Sherwood, Mk^ael S 

WedneaSay, February 28. !K)07 10:42 AM 

Spades, Daniel L; Sw^son, Micha^; Bimbaum, Josh; Gmelich, Justin 

Montag. Tom; Ruzika, Richard 

FW: ABX/Single name notional / risk hiaory 


Attachnumts: 


IrKJex and Single Name Position History 2006 As of 27Feb07.pdf 


Many congrats on last few weeks trading keep it up! I 

Woody 


Prom: Swenson, Midtati 

Suit: Wednesday, FcinEary 28, 2007 8:47 AM 

To: Mwrtag, Tom 

Subject: FW: A^(/Slngle name noUonat / risk history 


From: Kao, IMn 3. 

Sen^ Wedrtesday, February 28, 2007 7:40 AM 

To: Swertton, Michael; 8irrA>aum, Josh; Lehman, David A. 

Cc: Tur^ Michael; Hden, Marg^ 

Subject: ABX/9ngle name notional f risk history 


Good morning. Attached please find the updated risk hi^>ry charts. 

Page 1 is the usual ri^ history chart. 

Page 2 gives you a snapshot of risk for 2007 fiscal year only. 



Index and Single 
Name Position... 
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From: Montag, Tom 

Sent: Monday, Febmary 1 9, 2007 1 :57 PM 

To: Sparl^, Danie! L 

Subject: Re: 2 things 



Original Message 

From: Sparks, Daniel L 

•To: Montag, Tom 

sent: Mon Feb 19 13:54:38 2007 

Subject: 2 things 


. 1. Please send a note to Josh Birnbaum, Mike Swenson and David Lehman telling them great 
week - short singles and short CDOs. Plus they have really kept their heads on well. 
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From: 

ScHTit: 

To: 

Subject: 


Dinias, Midiae! 

Thursday. February C«, 2(K)7 4:03 PM 
Berry. Robert; Broderick, Craig 
FW: VaR limit for Mtg SPG 


talked to Blit and he tnjmp^ mortgage var limit to 3S, he also menUorred that its all hands on deck today as scratch & 
dent positions are being written down $40mm today. 


From: McMahon, Bill 

S«nt; Thursday, F^ary 08, 2007 3;S9 PM 

To: Unias, Ncha^; Pouraghaba^r, Cynis; Bery, 

Cc: FUisdka, Rjchard; Sparlcs, Oanid L; Gasv^a, Kevin; lha, Artslnd 

Subject: RE: VaR limit Mtg SPG 

Why don't we raise it to $35mm 


From: Dinias, Michael 

Sent: Thursday, February 08, 2007 8:38 AM 

To; Pouraghabagha-, Cyrus; McMahon, Bill; Berry, Robert 

Cc Ru^ka, Richard; Sparks, Oartiel U Gasvoda, KeWn; Iba, Artrind 

Subject: RE: limit for Mtg 9»G 

Bill, i recommend Mortgage VaR limit be permanently increased to $30mm, 

This would make die VaR limit more in line with Increase in the Mortgage Credit Widening Scenario Limit. 

For example, the Mortgage Credit Widening Scenario Limit has increased 54% in the last year (from $3^mm to 
$500mm). 

At the same time the Mortgage VaR limit was ac^ally reckiced 20%, from $25mm to $20mm. 

its word) noting that in the last year the strats have made a number of enhancements to their models allowing us 
to improve our VaR computation and therefore the VaR number is better capturing some of the basis risks 
inherent to die the mortgage business. 


From: Pouraghabagher, Cyrus 

Sent Wednesday, Febru^ 07, 2007 8:02 

To: McMahon, ai! 

Cc: Ru2ika, Richard; Sparfe, Daniei 1: Gasvoda, Ke^n; txnias. Michael 

Subject VaR limit for M^ SPG 

Bill. 

We recently topped our 20min VaR limit, and this risk measure is expected to increase from 20.5 to around 
23/24 tomorrow. Note that we've averaged closer to 1 5mm in past quarter, but this has steadily increased 
from a low of around 10mm in mid November. Our VaR ri^ is concentrated in our SPG trading books (ABS 
COS/ABX and Correlation account for around 70% of this), v<diich net provide significant stress scenario 
protection. The increase in VaR is primarily a result of increased volatility around the ABX indices, where, for 
instance, daily voi on BBB- lias increased from 5 t^day to 1 4 bps/day and is expected to increase further 
based on recent trading vol; 

PaliiLABXVoL 

(i?pal 

Current lAs of cob 

11/24«)6 

ABX OTR "A" 3| ? 
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ABXOTR"BBB” 111 4 

ABX OTR "BBB~" 14| 5 

Since rhis VaR limit is effectively coming irto play for the first time, we'd iike to bump the VaR limit to 
25'30mm. at least for the interim, and keep a cither eye on the dynamics of this risk, Note that the limit was 
reducecffrom 25mrn to a)mm earlier In the year predseiy to achieve this effeca, and uitimaiely, it may make 
sense to have this limit be north of 30mm to account for the growth as well as the more accurate assessment 
of our VaR across our synthetic txjsinesses. 

Let us knew your lh<x^hts, 

Cyrus 


« File: MortgageRiskSummary070206.pdf » 


From: Song, Scarlett 

Subject: MwlwtAisk: Mtwtgage Fisk Report (cob 0^/06/2007) 

CDO/CLO desk is over its scertario risk limit. The limit is cuii«ntiy under dis^ssion 
as the desk is undergoirtg a business restructuring. 

MTG SPG desk Is over its VaR limit 



95% VaR 

($MM) 



Des)c 

02/06 

02/05 

Limit 

SebtWMBlttee on lamtifMieiii 

MTG SPG 

20.5 

20.5 

20 



Stress 

Test ($MM) 


Desk 

02/06 

02/05 

Limit 


MTG SPG 

549 

556 

800 


Deriv 

25 

27 

30 


Res Prime 

64 

84 

100 


Rea Credit 

166 

162 

185 


Credit Resid 

. 141 

141 

170 


HF” 

'• 

1 

• 


SPG Trading 

-153 

-142 

160 


CDO/CLO 

84 

84 

55 


Manager 

0 

0 




Ml 

mm 

m 


CDO Warehouse 

139 

139 

170' 


CDO 

74 

74 

100 


CLO 

65 

65 

70 



(results include both OS and Europe CLO warehouse) 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Montag, Tom 

Wednesday, February 14. 2007 8:12 PM 
Winkelrled, Jon; Cohn, Gary 
Ruzika, Richaixl 
Fw. 


Good points below by justin 

Surprised by two things but still going back and forth 

1- why margaret can't drive 

2- rosenblujn driving trading-only because he doesn't stride me that way 

3- good idea on work our guys 

4- cleariy need to opportunistically take position down 
Tom 


Original Message 

From: Gmelich, Justin 

To: Montag, Tom 

Sent: Wed Feb 14 18:04:17 2007 

Subject: Re: 

Let's see. Credit tighter. 4-5inm in credit. Activity high. LCC {usair) made 750k. Still 
long 3.2mm shares. Bernanke testimony only emboldening the credit people. 

Abx risk should be working to get closer to home. My opinion, singles short v index is too 
big (no news here] . Abx correlation trade is good. I think we should be covering a bit of 
our short. There is a lot to do. 


Few people issues. Rosenblum should not go w the do business to credit. He has far too 
much mortgage knowledge. Keep him in mtg trading. Also, elisha needs to start getting 
involved in systems build. Very in^ortant. We shud be hiring laterally in strata (bear 
lehinan merrill] . We also need to hire "work out" specialists in mortgage credit. There 
will be many of these situations. 

Next atop for me is cdo equity book. I am keenly interested to see risk there. I am out 
friday. 


— — - Original Message — — - 

From: Montag, Tom 

To: GmeXich, Justin 

Sent: Wed Feb 14 16:34:19 2007 

Subject: 

Anything else happen today 
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From: Sparks, Daniel L 

Sent: TTiursday, February 22. 2007 6:57 

To: Birnbaum. Josh; Swenson, Michael; Lehman, David A. 

Subject: FW: Biodt size tranche proterSionoH^ for Paulson or others 


Thursday. 

We need to buy back $1 billion single names and $2 billion of me sUiff below - today. 

I know that sounds huge, but you can do it - spend bid/offer, pay through the market, vmatever to it done. 

It is a great time to do it - bad news ot HPA, originators pulling out. recent i 4 )ticks in unemployment, originator pain. 

I wilt not want us to trade prc^jeity derivatives until we get much closer to home as it will be a significant distraction from 
<Hjr goal. 

This is a time to just do it, show respect for and show the ^lity to listen and execute firm directives. 

Ychi called the trade ri^t, rxjw monetize a lot of it. 


You guys are doing very well. 


SnbtMnMte oa lamti^ibeM 


From: Jonathan 

Sent: Wednesday, February 21, 2007 11:23 AM 

To: Sparts, Darild L 

Ce; SwMsw, Mchad; ambaum, losh; Lehman, DavM A.; fk*-fni 9 con-<Jesk; Salem, Deeb 

Sidiject: Kock size trartche protection offers for Paulson or others 


Summary of ABX-relatad tranches we could offer protection on if we want to close down stwts: 

• $2.4bn rrotional 40*100 super senior tranche <rff of ABX "Qu adranf tr ade (25% each of 0$'1/06'2 BBB and 

BBB'), could potentially offer NC4 (we did $1 .8bn NC3 with $600mm NC4 with 

• $200mm notional 20-30 tranche off of 06-1 BBB* (open risk v^M^p NC3) 

• $325mm notional 30*100 super senior tranche off of 06*1 BBB* (^n risk vs^jpMHWntermediation, NC5) 

• SSOOmm notional 40*100 super senior tranche off of 06*1/06*2 BBB* (open risk vs^pHU non*oailable) 

We are currently managing ABX deltas again^ all of these tranches. 


Ocidman, Sacta & Co, 

85 Sroad Strro) t Now York, NY 10004 

212367 3349 | mPbil«:*1 917 WM) faxr+l 2124261247 
o-mti: jandhan.ogol^gs.carti 

Cioidmaii 

Sacbs' 

Jwtathan M. Egoi 
Struckired Products Trading 


This malaHd has boon proparad spacWicafly for you by tht Fixod Ineame Trading Oapartmont and is not «w product of Rxod tfwomo Rasoarch. W« an 
not sdiciting my ocdcn broad upon this mdertal. Optnions eiprossed era our prossnl opinions only. The mderld is brood i^on informafio n vw 
censidsr rdidiite, but we do not rsprosont thd it is accurate or comploto, end it should not bo raiiod upon ro such. Cortdn bansscUons, including throe 
invdving lukiras. cptions snd high yMd socuridoe, giverBotosubsUnt^ riskand srenot suHddofcr allinvntars. W8.arpareans inwivedintho 
pr^Mvation cr tssusice of tlds malshad. may from ttmo to time, hm long or short positions in. and buy or sell, the securities, futurss, options or other 
rnstrumerns and inveshnents identical whh or related to those menboned herein. Goldman Sachs does not pro4de acoounting, tax or tegal advice; sudi 
mansrs should be discussed with your advisors and or counsel. Irt ackBtion. we muluafiy agree thd. subset to appRcaUe law, you may disclose ar^ and 
di aspects of this mderfd that so rvscesssry to support sny U.S. federal Irwcme tax benefits, wimout Goldman Sachs iiTb>odng any Hmitdion of any kbvl. 
This matend has boon issued by C^man, Sachs 6 Co. artd has been approved by Ooidnun Sachs inlernalicfui. which is regulaled by llio Flnaradat 
Servwes Authority, In connection wittt its dtstributien in the Urulod lOngdom «id by Goldman Sachs Cviada in ccrmecticn witti its dlstrftnrtian In Canada. 
Further information on any of the eeewttes, futures or options mentoned in dw material may be obtained upon rerpresl and for this (Hirpese persons in 
ttdy should contact GcMman Sachs S.I.M. S.p.A. in Milan, or at its London branch office d 139 Fleet Street. 
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From; VWar. David 

Sent; Wednesday, Febmary 21 . 2tM}7 4:56 PM 

To: Sparta, Daniel L 

Object: REt Mortgages today 

x-gs-classification: irtiernal-GS 


Good start. Keep covering. 


Fimn: 

S«nt: 

To: 

Ce: 

Si^ject: 


Sparks, Dank^ L 

Wec^iesday, FS^ruary 21, 2007 4:43 m 

Tom; Rtslka, fUcltanl; McHtfxm, BIfl; Smith, Sar^; Lee, Briaivl (H Controllers} 

O^tt, Gary (EO ^B30); WinketHed, Ion ^ 8SBX>); Vtryar, David; Gmeilch, lusOn; Scsvoda, Kevin 
Mor^ages today 


Commercial Mortgage +30mm (50/K) FICC/IBD) 


Single names -f^mm 

Index (42)mm 

Index tranches/index flat 
CDO CDS +25mm 

CDO positions (5)mm 

CDO warehouse (5)mm 

Other +6 


Tcrtal 


+54toFICC (+69 to firm) 


Market sold off significantly (BBB and BBB- indices over 100 bps wider) 
We covered over $400mm single names - still significar^ work to do. 
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From: Montag, Tom 

Sent: Wednesday, February 21. aw? 8:41 PM 

To: Spartts, Daniel L 

Subject: Re; 


If you sold it in a bad market u oughjt to be able to buy it. 

Original Message 

From: Sparks, Daniel L 

To: Montag, Tom 

Cc! Ruzika, Richard 

Sent: Wed Feb 21 20:39:33 2007 

Subject: Re: 

Pushing hard, but need to be realistic with respect to expectations on liquidity. Very 
hard to force it. Trade has been right, and should continue to run (though there will be 
bumps ) . 

Entire team knows we have to reduce and is focused on it. 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Cc: Ruzika, Richard 

Sent! Wed Feb 21 20:15:53 2007 

Subject: 

Tt mcmahon. How hard are we pushing covering some of singlename. Let’s not be bidoffer 
foolish. The downside isn't worth the upside imo 
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From: Ruzika, Richard 

Sent: Thuraday. February 22, 2007 5:53 PM 

To: Morttag, Tom; Sparks. Daniel L 

Subject: Re; 


I think Dan's guys are being practical. I know Bill was upset but covering the single name 
bbb and bbb- is prudent as it cuts vol and var the most. 

Guys didn't give up bid ask but they also didrt't stand on the bid. 


Sent from my BiackBerry Wireless Handheld 


Original Message 

From; Montag, Tom 

To; Sparks, Daniel L 

Cc: Ruzika, Richard 

Sent; Wed Feb 21 20!l5:53 2007 

Subject: 

Tt mcmahon. How hard are we pushing covering some of singlenarae. Let's not be bidoffer 
foolish. The downside isn't worth the upside imo 
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From: 

Sent: 

To: 

Subj^: 


Lehman, David A. 

Friday, February 23, 2007 9:10 PM 
Salem, Matthew^ 

Reilfll CDO w/iniBHI 


U should have asked for some $ hack if u printed 4 of 5 w/ big covers 
Good job 


David A. Lehman 
Goldman, Sachs 4 Co. 

85 Broad Street I New York, NY 10004 
Tel: 212-902-2927 | Fax: 212-902-1691 

e-mail : david. lehmanSgs . com 


— i^dai^edbytrtiePernaiieRt 

Subcommittee an invest^timis 


- — Original Message 

From; Salem, Matthew 
To; Lehman, David A. 

Sent; Fri Feb 23 20552:032007 
Subject: Re: VI CDO w/ VVW 

Not sure. Our cvrs on the '05 vintage were huge. One of the covers was in the mid 30s, 
another mid-40s, another there was no cover, we bought in the low 50s on 3 cmbxl type 
names (embx was 62 mid at the time). We also bought an '06 Ibubs at 74 tw/ a 4 bps cvr) . 
Pretty sure they are ail $ losing trades but I after talking with you and sparks I figured 
why not buy some protection. It's amazing to me that everyone was lifting embx 1 and 2 but 
NOBODY will bid single names. 

Anyway, VV loves us as we printed 4 of the 5 names they put out and covered on the other 
one. 


— — Original Message 

From; Lehman, David A. 

To: Salem, Matthew 

Sent: Fri Feb 23 20:27 :47 2007 

Subject: Re: V|CDO w/ VVIIVI 


Lvls u like? 


David A. Lehman 
Goldman, Sachs 4 Co, 

85 Broad Street I New York, NY 10004 
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Tel: 212-902-2927 | Fax; 2X2-902-2691 | Mob; 917i 

e-mail: david.lehman@gs.com 


Original Message 

From: Salem, Matthew 
To: ficc-cmbs-desk; ficc-crelt 
Sent; Fri Feb 23 16:08:39 2007 
Subject: HH CDO w/ ■■■■■ 


» Redacted by the Nmument 
^bemBmitteeon Invci^itioai 


■Sis raitgjing a CDO 1*11 get mor e color when it’s less 

bought 960MM of protection from them (£acing^[|||||||||||||M] . 


busy but we just 


Matt Salem 
CMBS Trading 

Goldman, Sachs & Co. 

85 Broad Street ! 26th ! New York, NY 10004 

* (212) 902-2927 

* Matthew.Salem0GS.com 


Disclaimer: 

This material has been prepared specifically for you by the Goldman Sachs Fixed Income 
Commercial Mortgage Backed Securities (CMBSJ Trading Desk and is not the product of Fixed 
Income Research. We are not soliciting any action based upon this material. Opinions 
expressed are our present opinions only. The material is based upon public information 
which we consider reliable, but we do not represent that it is accurate or complete, and 
it should not be relied upon as such. Additionally, the material is based on certain 
factors and assui^tions as the CMBS Trading Desk may in its absolute discretion have 
considered appropriate. There can be no assurance that these factors and assun^tions are 
accurate or complete, that estimated returns or projections can be realized, or that 
actual returns or results will not be materially different than those presented. Certain 
transactions, including those involving CMBS, may give rise to substantial risk and are 
not suitable for all investors. The CMBS Trading Desk may have accumulated long ox short 
positions in, and buy or sell, the securities that are the basis of this analysis. The 
CMBS Trading Desk does not undertake any obligation to update this material. 
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From: Spai1<s. Daniel L 

Seril: ^nday, February 25, 2CK)7 8:34 PM 

To; Montag, Tom 

Cc: Ruzika, Richard 

Subject: Questions you had asked 


Last week the trading de^s did the foHowng: 

(1) Cover arcKjnd $1.5 billion single name sut^rime B8B- COS and around STOOrfim single name ^bprime BBB CDS. 
The desk also net sdd over $400mm BBB- ABX index. Desk is net short, but less than before. Shorts are in senlw 
tranches of indexes a)ld and in single nam^. Plan is to continue to trade from ^rt side, cover more single names and 
sell BBB- index outright. 

(2) The CDO business IkjukJated 3 warehojses for deals of $53C^m {about half ris^ vras Kjbprime related). Business 
also began liquidation of $8!^mm JPMIM warehouse • all synthetics done, cash bonds will be sold in next few days. One 
more CDO warehouse may be liquidated this week - a^oximately $300mm wth GSC as manager. That will leave us 
vwth 2 farge CDOs A-rated CDOs, 2 high grade deals with limited subprime mezz risk, and 2 other small warehtxises 
that are on hold. Getting st^ier-s^iior done on CDOs is the critical path, and that is where the foojs is - for the CDOs erf 
CDOs, NATIXIS (Paris) on Dillion Reed deal and Wincap (London) on Greywolf deal. 
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From: 

Sent: 

To; 

Subject: 


Sparks. Daniel I 

Tuesday, February 27. 2007 8:28 AM 

Ruzika, Richard 

Re; 


rm in anting with new century ceo cn 22 - do you need me to step out end call you? 
Desk knows have to step up covering single names 


Original Message 

From: Ruzika, Richard 
To: Sparks, Daniel L 
Sent: Tue Feb 27 08:09:49 2007 
Subject; Re: 


Dan. Directly from opcom we have to pick up the P«« 

it costs us some money. I know your guys are trying but we can 

t-o aet size done. 


back single naunes even if 
pay away some if it helps 


Sent from my BlackBerry Wireless Handheld 


— Original Message — 

From: Sparks, Daniel h- 

To: Ruzika, Richard; Montag, Tom; Gmelich, Justin 
sent. Tue Feb 2? 0?M9!35 200? 

Subject: RE: 


We have been legging it 
certain people, but so 


, The team is putting together some 
far accounts have wanted directional 


package trades to show out to 
exposure. 


He are not as 
CDO warehouse, 
that. 


short because of cash 
We are in the process 


positions that don’t show up on risk and because of 
of allocating short positions more explicitly tor 


“r.s:r!r::i^rrd'L':rc»f:^cr«prst.ps ro reduc. coo 

5?! bt^?o%rS: a„d BBB- slnglo names 

(4) reduce the index/index trades in A and AAA 


pipeline risk 


Original Message 

From: Ruzika, Richard 
Sent! Tuesday, February 27 
To: Montag, Tom; Gmelich, 
Subject: ' RE: 


, 2007 7:18 AM 
Justin; Sparks, Daniel 


L 


...a »rc And we are focused on both — covering some of the short and 
?“«Sng^C::iLle“kh:ugk'“we ::rr5=iug to geb a chunk done last night ,o, the ahort, - 


Original Message 

From: Montag, Tom « 

sent: Tueaday, February 27, 200? ™ 

To: Ruzika, Richard; Gmelich, Justin; Sparks, 
Subject: Re: 


Daniel L 
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We can also sell our package to people. Both sides. Are we actively selling the package. 
Would accon^lish both and we obviously believe in it 

Original Message 

From: Ruzika, Richard 

To: Montag, Tom; Gmelich, Justin; Sparks, Daniel L 
Sent: Tue Feb.27 07:12:40 2007 
Subject: RE: 

There are two issues — 

first is the size of the short -- I want to see us getting the short down to 4.5 bil net 
{excluding what exists in the resids) Second - the basis in the book needs to be reduced 
as well 

The way to accomplish the above is to leg into the market by buying what we are short and 
then making the decision to leg out of the basis or keep the long. At this moment the over 
all is too short so I wouldn’t rush to leg out of basis. 

I’m not sure we have to pay to, get there — but I wouldn't pay a lot if it only 
accomplished a little. 

We are on them everyday but don’t want to move the market in our faces. 

Original Message 

From: Montag, Tom 

Sent: Tuesday, February 27, 2007 7:03 AM 
To; Gmelich, Justin; Sparks, Daniel L 
Cc: Ruzika, Richard 
Subject: 

How much r we pushing these guys to get it down further? What r the plans? Where do we 
want it? What would u be willing to pay to get there? 
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From: 

Sent: 

To: 

Subject: 


Sparks, Daniel L 

Tuesday. February 27, 2007 8:14 AM 

Swenson, Michael; Lehman, Daind A,; Bimbaum, Josh 

Opcom directive 


Buyback single names in size today 
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From; 

Sent: 

To: 

Cc: 

Subject: 


Estus, ian {)estus@hart)ingercap.net] 

Thursday, February 22. 2007 12:42 PM 
Valtz, Nicholas 

Bhavsar, Avanish R; Swenson, Michael; Salem, Deeb; HD!F Accounting; Jones, Pia; Turano, 

Ken; Baker, Cleric; Drew, Bill; Estus, ian 

RE: HI Ian - please confirm the attached for second trade today - thx 


Agree 

Allocations : 

MF 20MM 
SSF 5MM 


Original Message 

From: Valtz, Nicholas [mailto:Nicholas.Valtz6gs.ccmi} 

Sent; Thursciay, February 22, 20Q7 12:32 PM 
To: Estus, Ian 

Cc: Bhavsar, Avanish R; Swenson, Michael; Salem, Deeb 

Subject: Hi Ian - please confirm the attached for second trade today •* thx 

> CUSIPS on attached spreadsheet 

> «Harbinger - ABS Characteristics - 22Feb07.xls» Protection Buyer: 

> Harbinger Protection Seller: Goldman Sachs 

> Size: S300mm total ($25mm x 12 reference oba) 

> Premium: +5a5bp5 running- 

> 

> Baa3 

> JPMAC 2006-NC2 M9 

> JPMAC 2006-CW2 MVS 

> KSAC 2006-NCl B3 

> ACE 2006-NCl M9 

> RASC 2006-EMXl MS- 

> CARR 2006-NCl MS 

> SAST 2006-2 B3 

> OWNIT 2006-1 B3 

> FFML 2006-Fn MS 

> CMLTI 2006-WFHl MS 

> POPLR 2006-A M6 

> JPMAC 2006-CH2 MVS 


> Protection Buyer: Harbinger 

> Protection Seiler: Goldman Sachs 

> Size: $325Rim total ($25mm x 13 reference obs} 

> Premium: +3S5bps running 

> 

> Baa2 

> WFHET 2006-1 M8 

> RASC 2006-KS3 M8 

> ABSHE 2006-HE3 M7 

> SVHE 2006-OPT2 K7 

> CXHE 2006-A M8 

> CMLTI 2006-W1C1 MB 

> GSAMP 2006-HEl M8 

> JPMAC 2006-HB2 M8 

> WMABS 2006-HE2 M8 

> BSABS 2006-PCl M7 
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> ACCR 2006-2 MS 

> NSTR 2006-B M8 

> CBASS 2006~CB1 B2 


> Nicholas Valtz 

> Vice President 

> Capital Structure Sales 

> Securities Division 

> 

> Goldman, Sachs & Co, 

> 1 New York Plaza 50th Floor I New York, KY 10004 

> Tel: 212 357-8694 | fax: 212 256-4109 AOL IM: { e-mail: 

> nicholas.valtr8gs.com 


> (c) Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. 

> See http://www.gs.com/disclaimer/einail-salesandtrading.html for 

> important risk disclosure, conflicts of interest and other terms and 

> conditions relating to this e-mail and your reliance on information 

> contained in it. This message may contain confidential or privileged 

> information. If you are not the intended recipient, please advise us 

> immediately and delete this message. See 

> http://www.gs.com/disciaimer/email/ for further information on 

> confidentiality and the risks of non-secure electronic communication. 

> If you cannot access these links, please notify us by reply message 

> and we will send the contents to you. 
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From: 

Sent; 

To; 

Cc: 

Subject: 


Valtz, Nicholas 

Thur^ay, Febmary 22. 2007 6:29 PM 

ParKer, Amanda; Estus, Ian 

Bhavsar, Avanish R; Salem. Deeb; Sv^nson, Michael 

RE; Basket cbaracteiistics & indivktuat spreads - 5aa3 basket 


Confirrasd - thank you 

Protection Buyers Harbinger 
Protection Seller: Goldman Sachs 

Size: $ibn total (S25mm x 40 reference oba, as listed below) 

Premium: +785bps running 

Original Message 

From: Parker, Amanda [mailto:AParker8Harbert.net) 

Sent: Thursday, February 22, 2007 6:26 PM 
To: Estus, Ian; Valtz, Nicholas 

Subject: RE: Basket characteristics & individual spreads - BaaS basket 
25,000,000 EACH (ALLOCATED 20M TO MASTER FUND, 5M TO SPECIAL SITS) 

8 785 . 

AGREE 

Original Message — — 

From: Estus, Ian 

Sent: Thursday, February 22, 2007 5:13 PM 
To: Parker, Amanda 

Subject: FWs Basket characteristics & individual spreads - Baa3 basket 


Original Message 

From: Valtz, Nicholas [raailto:Nichoias. Vaitz0gs.com) 

Sent: Thursday, February 22, 2007 1:34 PM 
To: Estus, Ian; Baker, Clark 

Cc: Bhavsar, Avanish R u ^ 

Subject! Basket characteristics 4 individual spreads - Baa3 basket 

Hi Clark 4 Ian - . 

Attached please find the spreadsheet with the requested data for the basket of 40 Baa3 
names: 

«Harbtnger ~ Third List - ABS Characteristics - 22Feb07.xls» 


Baa3 



Ref Ob 

CUSIP 

Spread 

ABFC 20a6-HEl M9 

00075WAN9 

850 

ACE 2006-CWl H9 

00441QAP4 

625 

AMSI 2006-R2 M9 

03072S2F1 

800 

CARR 2006-NC2 M9 

14453FAN9 

575 

CBASS 2006-CB6 B1 

14986PAP8 

525 

CWL 2006-13 BV 

23242EAU3 

700 

FFML 2006-FF6 M6 

31561EAN5 

750 

GSAMP 2006-HB3 M9 

36244KAP0 

900 

GSAMP 2006-HE5 M9 

362437AP0 

625 

GSAMP 2006-NCl B3 

362334ER1 

625 

GSAMP 2006-NC2 M9 

362463AP6 

975 

HASC 2006-OPT1 M9 

40430HDN5 

650 
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HASC 2006-OPT2 M9 40430HEJ3 ' 80Q 

HEAT 2006-3 B1 437084VA1 975 

JPMAC 2006-ACCl M946628RAP0 650 

OPMAC 2006-HEl M9 46626LGQ7 650 

MABS 2006-AMl M9 57643LQJ8 800 

MASS 2006-NCl M9 57643LNQ5 1025 

MLMI 2006-HEl B3A 59020U3Q6 575 

MLMI 2006'KE5 B3 59022QAP7 900 

MSC 2006'HE2 B3 617451FE4 975 

MSHEL 2006-2 B3 61744CYy6 700 

NHELI 2006-WFl M9 65536RAN6 550 

POPLR 2006-B M6 733i6PKP4 650 

POPLR 2006-C M6 73316MAK3 650 

RAMP 2006-EFCl M9 76112BW71 850 

RAMP 2006-EFC2 M9 749238AN1 700 

RAMP 2006-NC3 M9 76112B4X5 1025 

SASC 2006-WFl M9 863576FR0 525 

SASC 2006-WF2 M9 86360IAN6- 575 

SAST 2006-1 B3 8Q556UAN3 725 

SAST 2006-3 B3 80556AAN7 725 

SURF 2006-ABl B3 84751PLF4 750 

SVHE 2006-OPT1 M8 83611MMG0 750 

SVHE 2006-OPT2 M8 83611MKU9 775 

SVHE 2006-OPT3 M8 83611MPSi 675 

SVHE 2006-OPT5 M9 83612CAP4 850 

WMABS 2006-HEl M9 92925CFCi 675 

WMABS 2006-HE2 M9 93934JAN4 675 

WMABS 2006-HE5 M9 93934XAN3 675 


Nicholas Valtz 
Vice President 
Capital Structure Sales 
Securities Division 

Goldnian, Sachs « Co. 

1 New York Plaza 50th Floor 1 New York, NY 10004 

Tel: 2 12 357-86 94 I Fax: 212 256-4109 

AOL IMsWMBIHI I e-mail: nicholas.valtzegs.com 


Redacted by the Nmaacnt 

SobcomnlitteoR levestigatioftt 


(c) Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. 

See http://www.gs.com/disclaimer/email-salesandtradlng.html for in^ortant risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the Intended recipient, please advise us 
immediately and delete this message. See http://www.gs.com/disclalmer/emaii/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 
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From: Swenson, Michael 

Sent: Tuesday, February 27, 2007 4:1 6 PM 

To: McMahon, Bill 


Bought 1.5bb of sn baa3 risk from harbinger 


Goldman, Saein & Co. 

85 BrotKl Streol | New Yak. NY 100 04 

2129025090 | mat:Rle;-»-1 9174HHP| faxt-fl 212 4289781 
e-mal: r^Bti.swerson@gs.com 

Croidttum 

Sachs 

Micha^ J. Swenswi 

Fixed Income, Currency & Ccmmoditias 


This material has been prepared speclficdiy fw you by the Fixed Irwome Trading D^alment and is not the produd of Fixed Income Research. We are not 
soliciting sty acfi«t based upon this matwi^. Optnions et^rressed are our present opnions only. The materia) is b»ed upoi informalian wNch mt consder 
rdiabte, but we do ncf represent thd it Is aecursde er complete, artd It ^touM not be relied upon as such. Certain transactions, inking those invdt^ng 
futures. c^Jtions and hi^ jield sewriUes. give rise to substantia! risk and are rM suitable lor all investors. We, or persons involved to the prepjratlon or 
issusBice of 9ss rrtateriai, may from time to time, have lortg or short posttions in. and buy or sell, the securities, futures, options or otiier instruments artd 
investments IdenWcal wrttti or reused to those mentioned h«^n. Goidmst Sachs does noiproWjeaocounting, tax or (a^ aivlce; such matters should be 
discussed wAh your advisors and or comscf. In addition, we mutuary agree that, std)^ toappUcalMlaw, you maydisciceeanyandaii aspects of titis 
materia th«4 are necessary to support any U.S. federal income lax benefits. wMhoul Goldman Sachs Imposing any limitation of ar^ kind. This matered has 
been issued by Goldman, Sadts & Co. a^ has been ai^raved by Gddrruvi Sai^ Intematiortal. which is regul^d by The Rnsiciaf Services Austerity, In 
connection wnth Ks drstrtbiAion in the United Mngdom and by Goldman Sadts Canada in connaclicn with its distribution in Canada. Further information on any 
d the securities, futures or options mentiorted in this material may be oblarted upon request «td tor this purpose persorts in Haly should contact Qoldmim 
Sachs S.LM. S.p.A. in Milan, or « its London branch office at 133Raet Street. 

This material does not evidtfiee or rTtemoriafize any agreement er legally bmtfatg commitment botweer^ any parlies and does not constHuta a oorrtract or 
' ccmmttment to provide any financing or underwriting. Any financing or underwriting is subset in afl respam to intern^ credit approval at Goldman Sadts, and 
is su^ect to, among rtherWfjgs, the comptolion of documenlalion in form artd siftstairoesatisfaclorY to Goldman Sachs. 

This message may contain Information that is confidential or prMl^ad. tf ^ are not the intertded recipiertl, please advise the sender ImmecTudefy and delete 
the message. See h^:gwww,os.com^disclaimer /email for further irrlormation on confidenliality and the risks inherent in efectronie eommunie^icn. 


' J^cWbyfbePermaBwit 
Swbcoinwittee on fitvest^atl<n» 
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From: Sparks, Danlei L 

Sent: Thursday, Maroh 01. 2(K)7 3:40 PM 

To: Fortunato, Salvatore: Lee, Briaiv-J (FJ Controllers); Simp^cm, Michael 

Subject: FW: SN Protection Offers for Harblrrgar (50 names) 


Trade was executed at +725 

Original Message 

From! Salem, Deeb 

Sent! Thursday, March 01, 2007 3:33 PM 
To: Sparks, Daniel L 

Subjects FW: SN Protection Offers for Harbinger (50 names) 


Original Message ^ 

From: Salem, Deeb 

Sent: Tuesday, February 27, 2007 10:54 AM 
To; Gmelich, Justin; Bhavsar, Avanish R 

Cc; Salem, Deeb; Chin, Edwin; Swenson, Michael? Birnbaum, Josh 
Subject: SN Protection Offers for Harbinger (50 names) 

+875 offer 


ABFC 2006-OPTI M9 00075QAN2 
ABSHE 2006-HE3 M8 04541GXL1 
ABSHE 2006-HE5 M9 04544PAP4 
ACCR 2005-2 M9 004375l»«0 
ACCR 2005-3 M9 004375EC1 
ACCR 2006-1 M9 004375rF3 
ACCR 2006-2 M9 00437NAN2 
ACE 2005-AGl B3 004427CL2 
ACE 2005-WFl M9 004421QX4 
ACE 2006-NCl M9 O04421VC4 
AMSl 2005-R10 M9 03072ST62 
AMSI .2005-Rll M9 03072SV93 
BSABS 2005-AQ2 M8 0738793CO 
BSABS 2005-TCl M6 073879VL9 
BSABS 2005-TC2 M6 073879E79 
CARR 2006-NCl M9 144531FG0 
CARR 2006-NC2 M9 14453FAN9 
CARR 2006-OPT1 M9 144531FW5 
CARR 2006-RFCl M9 14453EAN2 
CBASS 2006-CBl B3 81375WHU3 
CMLTl 2006-WPHl M917307G2W7 
CMLTI 2006-WFH2 M917309MAN3 
CMLTl 2006-WFH3 M917309QAN4 
CWL 2005-BC4 M9 1266737H9 
CXHE 2006-A M9 15231AAN6 
a4LT 2005-1 M9 29445FCW6 
FFML 2005-FF12 B3 32027NYE5 
FFML 2005-FFe B3 362341QX0 
FFML 2006-Fn M9 32027NYZ8 
GSW4P 2006-NCl B3 362334ER1 
HASC 2006-OPT2 M9 40430HEJ3 
JPMAC 2005-FLDl M946626LBB5 
JPMAC 2005-OPT2 M946626LEU0 
JPMAC 2006-CHl M9 46629TAP5 
JPMAC 2006-CW2 MV946629BBB4 


Baa3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa 3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa3 
5aa3 
Baa3 
Baa3 
6aa3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa3 
5aa3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa 3 
Baa3 
Baa3 
Baa3 
Baa3 
Baa3 
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JPMAC 2006-NC2 M9 46629FAN0 Baa3 
LBMLT 2006-WLl M9 542514RE6 Baa3 
MLMl 2006-HEl B3A 59020U3Q6 Baa3 
MSAC 2006-NCl B3 61744CyK6 Baa3 
MSC 2006-HEl B3 617451BA3 Baa3 
MSC 2006-HS2 B3 617451FE4 Baa3 
MSHEL 2006-1 B3 61744CXG6 Baa3 
NCMT 2006-1 M9 65106AAW3 Baa3 
NHELI 2006-WFl M9 65536RAN6 Baa3 
NSTR 2006-B M9 63860FAN3 Baa3 
RASC 2005-EMX4 M9 76110W6H4 Baa3 
SABR 2005-HEl B3 91375WGL4 Baa3 
SASR 2006-OP1 B3 81375WJP2 Baa3 
SAST 2006-1 B3 60556UAN3 Baa3 
WMABS 2006-HE3 M9 93934MAP2 Baa3 
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From: Gmelich, Justin 

Sent: Saturday, March OS, 2007 7:29 AM 

To: Swenson, Michael; Sparks, Daniel L 

Cc: Bimbaum, Josh 

Subject: Re: Hail^nger Update 


lUdMltd by dK P»nBMaat 
SebeeimiMBCM 


Great. Av sent me a msg last night and said 3b more is not out of the question. Swenny, he 
said that he is going to swing by your place this weekend to go over details 

Original Message 

From: Swenson, Michael 
To: Sparks, Daniel L; Gmelich, Justin 
Cc: Birnbaum, Josh; Swenson, Michael 
Sent: Sat Mar 03 06:55:15 2007 
Subject: Harbinger Update 

Av sent a message to harbinger last night to Harbinger saying we would be interested in 
looking at the larger opportunity as we discussed. Harbinger immediately responded saying 
that was great and "it would be embarrassing for them to get the money and not to be able 
to execute". 


After Av left, we noodled through everything and we decided to investigate putting 
together a package of Ibb single-As, Ibb Baa23 and Ibb Baa3s for them. They have been 
reluctant in the past with single-As but it is worth a shot. Also keep in mind that the 
account is likely to ask for an upsize at the end. If that is the case we will be able to 
accommodate them with the existing position. 

Josh has mobilized strats (primer, elisha and turok) and they are going to go through our 
entire single-name position using the ptimet/marschoun default and scenario model. The 
biggest challenge from what I understand is underlying data coverage not the number 
crunching. No one really knows how much coverage we will get but an educated guess of 60% 
seems reasonable. 

Deeb and Edwin are reviewing our tiering of existing positions. We will assemble our list 
after we review strats' model results. 


Our first prloirty will be to cover the names that we are short as well as the names that 
match up well with out model results. This Is a great opportunity to cover single-A and 
Baa2 SN at a level that makes sense from a valuation perspective. 


We have time since the account said they need to "raise the money" and will not be at all 
surprised to have them want co go live sooner rather than later. 


It is clear to all of us we are in basis risk reduction mode, 
to putuse index sales once we have better clarity. 


If you need to reach me call 


We have a number of parties 


Goldman, Sachs & Co. 

85 Broad Street I New York, NY 10004 

tel: +1 212 902 5090 | mobile: 917 { fax: -4-1 212 428 9761 

e-mail: michael.swenson8gs.com 

Goldman 

Sachs 

Michael J. Swenson 

Fixed Income, Currency & Commodities 


This material has been prepared specifically for you by the Fixed Income Trading 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Bhavsar, Avanish R 

Friday, April 20, 2007 12:56 PM 

Swenson, Michael; Birnbaum, Salem, Deeb 

Ash, liana; Kelman, Peter; Kiflu, Alpha; Friedman, Nicolas B, 

RE: Harbinger didnl add ttie last piece we had spc^en of, but are now thinking of adding 
50mm 


Harbir>ger may want to add 25mm to 50mm of single name protection, can you share your thoughts about the view 
from the de^... 

From} Yaing, Greg 

Sent: FHCay, 20, 2007 12:52 PM 

To: Bhavsar, Avani^ R 

Ce: A^, Dana; Ktiman, Peter; Mfitj, Alftfia; Friedman, Nicolas B. 

Subject: RE; Harbinger di*!t add the last piece we had spoken of, but are now thinking of adding ~50mm 

Av, 

Harioinger is air #t hedge fund exposure globally. We had to explain this to the SEC this montti, 

if at all possible ! would prefer to have ycxi place this with a different hedge fund, if it's a matter of martaging our own 
credit exposure. 

I'm out of the office, Ixit am checking e-mail frequerttly. liana Ash and Peter Kelman are both familiar vwth the 
situation and can authorize the trade if need be. 


From: Avanish R 

Sent: Friday, April 20, 2007 12:41 PM 

To; Young, Greg 

Subject H»binger didnt add the last piece we had spctot of, but are now thInWng of adding ~50mm 


Avanish R. Bhavsar 

Managing Director 
Capital Structure Soles 
Seeuriliee Oivtson 

Goldman, Seohs & Co. 

1 New York Plaja 50th Root 1 N ew York, NY 100W 
Tel; 212S57-d405iC^I:9l7MMB 
^mail; svanish.bhavsar@gs.eQm 


- Redacted by the PamsMst 
Subconmittee on Invcstlgatjoio 


© Cqjyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See httn://www.gs.cotn/dtsc»aLmcr/eroail- 
anirvMTwtfrariiHg.htinl te important risk disclosure, conflicts ctf interest and other terms and conditiais rdating to this e- 
mail and your reliance on infoimation contained in it. This message may contain «»6deoiial or privileged infcffmation. If 
you are not the intended recipient, please advise us immediately and delete this message. See 
http;//www.gs.com/rii>n;lMimt'.r/r;rnail/ for further iiiforraatkin on coofiUenliality and llic risks of nun-sccure dccironic 
co^unication. If cannot access these links, please notify us by reply message and we will send the contents to you. 
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From; Swenson, Michael 

Sent: Monday, duly 30. 2007 10:23 AM 

To: Bhavsar, Avanish R 


Spoke with credit get tom c. involved early 

Original Message 

From: Bhavsar, Avanish R 

Sent: Monday, July 30, 2007 10:06AM 

To; Salem, Deebj Swenson, Michael 

Subject: FW: Harbinger Singie-A Offerings.xls 


Original Message 

From: Baker, Clark [mailto: cbakerSharbingercap.netJ 
Sent; Monday, July 30, 2007 10:05 AM 
To; Bhavsar, Avanish R; Estus, Ian; Turano, Ken 
Cc; Valtz, Nicholas 

Subject: RE: Harbinger Single-A Offerings.xls 
Thanks, looking now 
Original Message 

From; Bhavsar, Avanish R [maiito:avanish.bhavsar0gs.cora) 

Sent; Monday, July 30, 2007 9:56 AM 

To: Baker, Clark; Estus, Ian; Turano, Ken 

Cc: Valtz, Nicholas 

Subject; Harbinger Sin'gle-A Offerings.xls 


Here's the package offering for Harbinger - 
ABX; 

2006-1 A: Harbinger sells us Slbb 
AND 

Single-names (SlSttun per name, $1,040,000 total) as a package: 

25 200S-vintage ref obs offered 3 ^725bps running 

35 2006-vlntage ref obs offered 0 +1050bp8 running 

12 2007-vintage ref obs offered 0 +1050bp8 running 


Avanish R. Bhavsar 
Managing Director 
Capital Structure Sales 
Securities Divison 


» Redacted by tke PenuBest 
SBbcomniinee on lavat^tioas 


Goldman, Sachs & Co. 

1 New York Plaza 50th Floor } N ew Y ork, NY 
Tel: 212 357-6405 1 Cell: 917-|HBHBi 
e-mail : a vanish. bhavsar@gs . com 


10004 


(c) Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. 

See http://www,gs.com/disclaiiner/email-salesandtrading.html for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
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privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.com/disclaimer/email/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


«Harbinger Single-A Of ferings . xls» 
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From; Cohn, Gary (EO 85B30) 

Sent: Thursday, Augu^ 23, 2007 8:31 AM 

To: Montag, Tom; Viniar. OavW 

Subject: Re: Harbinger post 


Great 

Original Message — -■ — 

From; Montag, Tom 

To: Cohn, Gary; Viniar, David 
Sent: Thu Aug 23 07:19:44 2007 
Subject; Fw: Harbinger post 

Finally actuall covering singles. We bad bought back almost 9 billion of aaa abx over last 
two weeks though 

Original Message 

From; Swenson, Michael 

To: Mullen, Donald; Montag, Tom; Sparks, Daniel L/ Schwartz, Harvey; Bash-Polley, Stacy; 
Cornacchia, Thomas 

Cc; Birnbatim, Josh; Lehman, David A. ; Brafman, Lester R; Swenson, Michael 
Sent: Wed Aug 22 22:07:34 2007 
Subject: Harbinger post 

We just printed 400imn of Singles with Harbinger. ISOmm of BBB and 270inra BBB-. 


Goldman, Sachs i Co. 

85 Broad Street I New York, NY 10004 . 

tel: *1 212 902 5090 j mobile: •fl 917gHHm j fax: -FI 212 428 9761 
e-mail: michael.swensonSgs.com 

Goldman 

Sachs 

Michael J. Swenson 

Fixed Income, Currency 4 Commodities 


® Copyright 2007 The Goldman Sachs Group, Inc. All tights reserved. See 
http://Mww.gs.com/diaclaimer/email-salesandtrading.htnd for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
inanediately and delete this message. See http://www.gs.com/disclaimer/email/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


Redsctcd by the Pennanent 

SubcomminN on Investigsttons 
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From: 

Sent: 

To: 

Subject: 


Justin 

Monday, March 05, 2007 8:32 AM 

Montag, Tom; Sparks, Daniel L; RuzJka, Richard 

RE: 


I think we have a very modest short across all the businesses at current market levels. I 
concur with Dan. 

Original Message 

From: Montag, Tom 

Sent: Monday, March 05, 2007 8:31 AM 

To: Sparks, Daniel, Lj Gmelich, Justin; Ruzlka, Richard 
Sub j ect : Re : 

How short 

I thought justin had a different conclusion 

Original Message 

From: Sparks, Daniel L 

To: Montag, Tom; canelich, Justin; Rusika, Richard 
Sent: Mon Mar 05 00:27:00 2007 
Subject; RE; 


We think the overall business is net short, but there is a lot of basis. 

long risk positions: 

Resi loans 
Cash RMBS reside 
COO warehouse 
CDO bonds 

Commercial mortgage loans 
CMBS bonds 

Short risk positions: 

ASX 

HMBS CDS 
CDO COS 
CMBS TROR 


Original Message 

From: Montag, Tom 

Sent: Monday, March 05, 2007 8:21 AM 

To; Sparks, Daniel hi Gmelich, Justin; Ruzika, Richard 
Subject: 

Do we think the business is net short long .or flat tight now 
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From: Montag, Tom 

Sent: Wednesday. March 14 . 2007 7:10 PM 

To: Blankf«n, Lloyd 

Subject: FW : Cactus Oelivei^ 


Covered another 1 .2 bflHon in shorts In mortgages-almost flat-now need to reduce risk 


From: %»rfc5. Danid t 

S«nt; TlniKday, March IS, ^7 8:47 AM 

To: Mofflag, Tom 

Subject: RE; Cactus Ddii^ 

Stanfield • he did a ^eal job filling air ax (Tom C has really done a good job devek^lng tfiis guy) 


FnHTi: Montag, Tom 

SwA: Wedrasday, Maxh 14, 2CK37 7:31 PM 

To: Sparta, Oanid I 

Subject RE: Cactus Ddivm 

What does that mean he brought in? Who with -what did it affect etc 


From: 

Sent: 

To: 

Cc; 

Subject: 


Sparta, Danta L 

Thursday, March 15, 2007 7:13 AM 

Montag, Tom; Schwartz, Harvey; Ruhta, Rldtard; Cohn, Gary (EO 85B30) 
Gmetich, Justin; ComaccMa, Thomas 
Cactus Delivers 


Ca^us Baazi dkf a fantastic job for the desk by bringing in Si .2 BB in Aerated single names today, 
(^rnac and Gmelich were there usual outstanding contributors. 

Please recognize Cactus when you get a chance. 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Ruzika, Rit^ard 

Thursday. March IS. 2007 7:20 AM 
Lehman, David A.; Sparks, Daniel L 
Swenson, Mlt^ael; Bimbaum, Jo^ 
Re: ABS trading - Sut^me 


Yes exactly. Thank you David. 

Sent from my BlackBerry Wireless Handheld 


Original Message — ^ — 

From: Lehman, David A. 

To: Ruzika, Richard; Sparks, Daniel L 
Cc: Swenson, Michael; Birnbaum, Josh- 
Sent: Wed Mar 14 23:06:33 2007 , 

Subject: ABS trading - Subprime risk 

Rich - let us know if the below is what you wanted and if you need anything. else. . . 

Subprime Risk - ABS Trading 

Notional 

AAA long 185mm index, short 302tnin single name, net short 117mm 
AA long 289Rim index, short 2nTO single name, net long 287nBti 

A short l.S72bb index, short 622nDn single name, net short 2.194bb 

BBB short l.039bb index, short X.596bb single name, net short 2.635bb 

BBB- long 1.738bb index, short 1.439bb single neuae, net long 299mm 

DvOl 

AAA long 69k/bp 

AA long 16€k/bp 

A short S66/bp 

BBB short 592k/bp 

BBB- long lesk/bp 

CDO shorts 

Mezz "AA" CDOs short I25min or 67k/bp 
Mezz "A" CDOs short l,381bb or 642k/bp 
Mezz "BBB" CDOs short 157rnm or 89k/bp 


Rcfbctcd bjr the Ferminent 

Invest^sikMj 


Goldman, Sachs £ Co. 

85 Broad Street I New York, NY 10004 
Tel: 212-902-292? | Fax: 212-902-1691 | 

e-mail: david.leh 1 nan@g 3 .com 

Goldman 

Sachs 

David Lehman 

Fixed Income, Currency £ Commodities 



Disclaimer: 


This material has been prepared specifically for you by the Goldman Sachs Fixed Income 
Coiranercial Mortgage Backed Securities <CMBS) Trading Desk and is not the product of Fixed 
Income Research. We are not soliciting any action based upon this material. Opinions 
expressed are our present opinions only. The material is based upon public information 
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which we consider reliable, but we do not represent that it is accurate or complete, and 
it should not be relied upon as such. Additionally, the material is based on certain 
factors and assumptions as the CMBS Trading Desk may in Its absolute discretion have 
considered appropriate. There can be no assurance that these factors and assumptions are 
accurate or complete, that estimated returns or projections can be realized, or that 
actual returns or results will not be materially different than those presented. Certain 
transactions, including those involving CMBS, may give rise to substantial risk and are 
not suitable for all investors. The CMBS Trading Desk nay have accumulated long or short 
positions in, and buy or sell, the securities that are the basis of this analysis. The 
CMBS Trading Desk does not undertake any obligation to update this material. 


Z 
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Kao, Kevin J. 

Wednesday, May 23, 2007 10:16 AM 
Birnbaum, Josh; Svwnswi, Michart 
Turc^, Michael 

RMBS SiAprime risk history as <rf 1^ay07 

IrKiex and Single Name Position History As of 18May07.xis 


Here's the ujxJated version as of 18May07. Thanks. 
Kevin 


From: 

Sent: 

To; 

Cc: 

&jb|ect: 

Attachments: 



Index and Single 
Name Rjsfflon... 
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From; 

Sent: 

To: 

Subject: 


Sparl^, Daniel L 

Sunday, March 04, 2007 12:02 PM 
Gasvoda, Kevin 

Re: Quick thoughts on ABX AAA rtek 


Good trading response and thought process We need to consider daily 


Original Message 

Fromj Gasvoda, Kevin 

To: Sparks, Daniel h 

Sent: Sun Mar 04 11:33:42 2007 

Subject: Quick thoughts on ABX AAA risk. 

I talked to Nichols and Clay a/b the AAA ABX short. Think it offers a good amount of 
downside protection w/ relatively light pain if we're wrong. Below is a $88 ABX AAA short 
#'s. It costs us SSmm/ quarter to carry. On the downside, if the market rallies to par 
(current spreads are in the low 20'a, par is around 10) we drop SSOmm. Taking it to 0 
spread we lose $80inm. 

On the upside front, we get good jump risk. If AAA's widen to current AA levels (low 
40’s) we gain $?0mm and if spreads move to super senior risk pricing in CDOs (75} we're up 
$130mm. 

A comment on the structure too. In many cases, I'd rather own AA risk than these last 
cfiow AAA's that the index is comprised of. They are structurally locked out and in many 
cases can get paid after the AA's return a lot of principal. As bad deal performance gets 
more backloaded, the AAA last cfiow gets even worse. 

Net, think this is a good position to have on given downside protection and relatively 
light upside pain. If we get an opportunity to buy some back early this week, think we 
should but I'm thinking buy back §1~2B, not $8B. Also gives us some coverage to take 
advantage of long opportunities as they present themselves. Agree that correlation btwn 
index and our other assets has broken down but not hard to imagine ABX rallying to par 
being a positive sign for our ability to get securitizations done and slightly more 
favorable market conditions.' 


position $8,000 mm's 

price 99.38% 
spread dur 4.50% 
cur spread 23 

annual cost ($18.4) 
qrtrly cost (84.6) 


Mark-to-market 
100.38% ($80.0) 

Rally 100.00% ($50.0) 

99.75% ($30.0) 


imp spread 

1 

9 

15 


99.00% $30.0 31 

Sell off 98.50% $70.0 

97.00% $190.0 76 


42 - AA levels currently 

- super snr prints in CDO 


ABX AA's trading high 30 's to high 40 *s 
ABX A' a trading low 200 's 
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Fiwn: Csfrem, Peter L 

Sent: Workday, March 05. 2007 5:41 PM 

To: Pouragh«d>agher. Cyrus; Rosenblum, David J. 

&jbiect: RE: Peter and Dave - "Open Kimono* for ABX hedges 


Here is our ABX hedge boc^: 




Size 

Previous Mark (^ir. Bid 

Cum Ask 

Closes 

Chg 

2/28/2007:^6-1 

AAA 

•500.000.000.00 

99.78 

99.13 

100.13 

99.63 

781,250 

2/26/2007 2006-1 

AAA 

-1.500,000,000.00 

99.78 

99.13 

100.13 

99.63 

2.343.750 

2/26/^07 2006-1 

AAA 

-250,000,000.00 

99.78 

99.13 

100.13 

99.63 

390,625 

2/28/20072006-1 

A 

-250,000,000.00 

97.50 

95.50 

97.50 

96.50 

2,500,000 

3/5/2007 ^06-1 

A 

-500.000,000.00 

96.50 

95.50 

97.50 

96.50 

0 

2/28/2007 2006-1 

BBB 

-25,000,000.00 

91.00 

89.00 

93.00 

91.00 

0 

2/28/20072006-2 

BBB 

-75.000.000.00 

81.00 

79.25 

83.25 

81.25 

-187,500 

2/28/2007 2006-2 

BBB- 

•50,000,000.00 

71.00 

69.75 

73.75 

71.75 

-375,000 


Pram; Cyrus 

Sent: Monday. March OS, 2007 5:32 PM 

To: Os&em, Pete- U RoserAfum, Oavtd 3. 

Subject: Peter and Dave • *t)pen Kimono* for ASX hedges 

Peter and Dave. 

Please see belw for a oimmary of current ABX hedge positions across our Resi books and iMial we're leaning to do 
over next few days (mostly looking to cover $1-2 billion 06-2 and 06-1 AAA shorts, but also small potential tHjy 
inters in A, B6B}. Would be haj^y to continue to post you on our hedge axes, and likewise would appreciate you 
giving us the look on any axes you may have awning up so ttiat we might be able to accommodate in context of mid- 
madcet levels between de^s If a mutual fit. We’ve found Nquldity to be lacking in recent weeks even at the AAA level 
given the volatility, so would appreciate the "open kimono" ABX relationship between our desks to help facilitate 
liquidity, when a fit. 

Let me know if y<Hj agree, and also to the extent you can t^ly up current position summary drat could be helpful. 

Thx 


Pram: Pouraghabegher, C>rus 

s«ne Monday, Mvch 05, 2007 9:46 am 

To: Srrttaum, Josh: Salem, Deeb 

Cc; Swenson, Mlehati; Sp^, Daniel L; Gasvoda, Kevtn; Gmeiich, Justin; Rosenblum. David J.; Osbem, Peter L; Nichols, 

Matthew; OeGladnto, Qayton; Cawthon, f>tich8ei; Pouraghabagher, Oarlush; Nestor, Genevieve; Pralo^, Arvtn; Rndt, 

Greg; Pouraghabagher, C^us 
Subject: ABX hedges for Resi businesses 

Below are all (xw ABX hedges across our Resi Credit -f Prime bodts. Please keep us posted on all material flows 
and index buy axes in particular (with clients or internally across other groups). We'd like to of^rturusticafiy 
cover some shorts, primarily in the 06-1 and 06-2 AAAs and possibly small amounts of lower rated A, BBB. 

In particular, we're constderino covering some ABX shorts In the fotlowina areas fnot necessarily all at 
once/todavl: 

Subprime: 250mm 06-1 AAA and 500-750 06*2 AAA 

Hybrids: 500-1000 06-1 AAA vs possibly selling 50mm BBB- long (will most likely pair «rff BBB- long w#i otfiw 
de^ shorts, however) 

tnitialiv thinking 99-area 06-2 AAA, and mid 99s 06-1 . but would like vour outdance on this and vyhafs best for the 
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firm. Please let us t«TOw vour thoughts or market dearinQ levels as wq are setup to provide market iioifldilv and 
yyaoL to capitalize on this to tfae extent possae. 


Additionatly, other books in total may look to cover r»eces ^1 00mm across each A, BBB. 
« File: ABX_pad<et_oiA.pdf » 


Ail ABX 

Spnme 

S&D 

2nds 

AlU 

.tyb-e 

Subs 

Prni Fix 

All 

AA*. 

(2.2S0) 

0 

,J00) 

(1.775) 

' (isoo) 

(lool 


(6,925) 

AA 

(50) 

(100) 

0 

0 

0 

d 

d 

(150) 

A 

(150) 

(200) 

(60) 

(100) 

0 

0 

0 

(510) 

BBB 

(170) 

(70) 

(50) 

(50) 

d 

0 

0 

(340) 

BBB- 

(25) 

0 

(25) 

(50) 

50 

0 

0 

(50) 

ABX HE 07-1 

Sprime 

S&D 

2nds 

AhA 

Hybrid 

Subs 

1 


AAA 

0 

0 

0 

0 

0 

0 

0 

0 

AA 

(50) 

(50) 

0 

0 

0 

0 

0 

(100) 

A 

0 

(100) 

0 

0 

0 

0 

0 

(100) 

BBB 

0 

0 

0 

0 

0 

0 

0 

0 

BBB- 

0 

0 

0 

0 

0 

0 

0 

0 

ABXHEOa-Z 









AAA 

(2,000) 

0 

(300) 

(1.150) 

(200) 

0 

0 

(3.650) 

AA 

0 

(50) 

0 

0 

0 

0 

0 

(50) 

A 

(150) 

0 

(60) 

(100) 

0 

0 

0 

(310) 

BBB 

(50) 

0 

(50) 

(50) 

0 

0 

0 

(150) 

BBB- 

(25) 

0 

(25) 

(50) 

50 

0 

0 

(50) 










AAA 

(250) 

0 

0 

(625) 

(2,300) 

(100) 

0 

(3,275) 

AA 

0 

0 

0 

0 

0 

0 

0 

0 

A 

0 

(100) 

0 

0 

0 

0 

0 

(100) 

BBB 

(120) 

(70) 

0 

0 

0 

0 

0 

(190) 

BBB- 

0 

0 

0 

0 

0 

0 

0 

0 


O C«(ryri^ 2007 Tbe Oddmao Sschi Oraup, Isc. Ali rigfau raerved See hnlry^^»wg.n■oom/d^aclt^lnM:/gmai^Mde«ap<^tc«d^OBJm^^l te impwain risk 
ditcionifc, ca^cu of loxereet and other tcnu and oondhiooa ceUiing to (Ua e-tnali and yew telianoe oo infortouios enuined is it. Thia uKasage may coma» 
coofidfential or privileged infoRsaiioa. Ifyou ttesot tbelBesdedreclpjeat.pleMadvi8eujiisoedUtdyaaddetaethiimeaaage. See 
(Bint/Anww axaniVdiadaimetyennil/ for Airther Isracmaiios 00 cosfldeoUallty and (he riaka of ooo-aecure elearailc comrounlcaiioa. If you caaoot aacos tbeae 
llnlu. (deaae notify ua hy ccfdy meuage and we will aead theontUadaloyati. 
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Frwn: Tounre, Fabrice 

Sent: . Wednesday, February 28, 2007 8:37 PM 

To: Egoi, Jonathan 

Subject: RE: Hedges Status Report 


Is Rosenblum back in business ? 

Original Message 

From; Eg'ol, Jonathan 

Sent: Wednesday, February 28, 2007 8:35 PM 

To: Tourre, Fabrice 

Subject: Pw: Hedges Status Report 

Love that huge AAA abx short 

— Original Message 

From: Rosenblum, David J, . ■ 

To: Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson, Michael; Case, Benjamin 

Cc: Sparks, Daniel L 

Sent: Wed Feb 28 20:02:24 2007 

Subject: Hedges Status Report 


In sp cdo biz, can you now describe to me the total hedge position in: 

1. AAA ABX is short 2,25bln correct? (Against retained s. seniors and altius 4) 2. AA ABX 
is nothing done correct? (Against cdo warehouses generally) 3. A ABX is short 250ram 
correct? (Against cdo warehouses generally) 4. BBB ABX is short 100mm correct? (Against 
retained Hudson mezz / cdo debt) 5. BBB- ABX is short 50mm correct? (Against retained 
Hudson mezz / cdo debt) 6. CDS of CDO shorts - pis describe - thought we were short 150 or 
so here - this should be against CDO warehouses generally now 

Pis correct / confirm 

Tx 

D 


PerniineBt Subcommittee on lavestigationi 1 
H^all Street ^ Ute Financiat Crisis I 
^^^Repor^PootDOt^l72^^^| 
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From; 

Lefnnan, David A. 

Sent: 

Wednesday. May 30, 2007 12:42 PM 

To: 

Creed, Chri^oj^er J; Bieber, Matthew G. 

Subfect: 

FW: ABX hedges - Buy order 

Do not fv«) 



From: Uhman, Davkl A. 

SmC WeAiesday, May 30, jm? 12:36 PM 

To: Chin, Ettwfn; Salem, Deeb; Bnms, Wtffiam; Kaufman, Iordan 

Cc: Spalls, Danid L; Swetsot, Mldad; Bimbaum, Josh; Case, Beniamin 

Subjoet: ABX hedges • Buy 

Please work to buy the beiow ABX risk on a best efforts tesis 

We want to begin unwinding certain ABX hedges vs. the COO WH and iranation book' 

This can happen over several days, pis use apprc^ate cfiscrefen and ask Mike/Josh^yself if you have any 
questions 

I understand the issues w/r/t to current positions wrfiere there is overlap In shorts (i.e. 06-1 A, 06-1 AAA), -m vwli deal 
vwth that appropriately to the extent toere is no ext^al liquidity 


ABX 06-1 ABX 06-2 ABX 07-1 


AAA 

1,550 



AA 

122 



A 

987 



BBB 



90 

BBB- 

50 

50 

100 
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DRAFT 


Presentation to GS Board of Directors 
Subprime Mortgage Business 

[ie-Mar-2007] 
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iNSTrruticte TMfli FMvttMiwt BwMiuiNrrREnutici sna I 

os BOO.tV.floeMw IS Uw HO? 304 



Table of Contents 


DRAFT 


t. GS Mortgage Btuinees Overview 
ii. Subprfme Overview 

HI. Recent Events In the Subprime Mortgage Sector 
!V. Looking Forwarti 
V. /^pendix 


6«l^n*n Sechs obe* net pnsvMe aeeoun«n0, ttx. erl*gil •dviet. NoNi St al » mMng tnnihing M Ihit dwwrwnt lo Utt eontniy. tncf 
M /wrtrf to enaM eon^lme* tpfiSeHit eecunttot tow. j>oo (end #** rfyew wnAfey*". wpweMttSVM, end ettw 

aowitt; mty ttachm to any Mf crpMona (he US todtmt tocwna andtoato tor and tor aftvtow* of toe (ranaadton and 

ao matan'tot af any Wnd fincMinf fax aptwona «id ediar tax anaiyaaa/ dwt ara piottoad to yau tototing to tueh tax bvatmani and ttx 
iXrwtoto. M«rio«( Odttontn Saefta topaarbs any Smtadon ot any tond. 
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I. GS Mortgage Business Overview 


GS Mortsage Business Overview 1 
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M— iS Reacted by the 

SabcftsmlttN on lnvcit^s^iH 


CawXi»»fltWgOALWSTmn«»«TfOTFeMlWilBftwBgWMAWStTCETUiUin8ci« n>M ii lMW * i fceFn»».P'«»«raiwaOSBOOiSu(M«^»*P f« « e a ^ 
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Mortgage Business Organizational Structure 

NorOi America Mor^ages 



GS Mortgage Business Overview 2 
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Business Unit Descriptions 

RflsidMtttal Mortgage Businesses 


Department OeecripWon of function 

ResMentlal mortsages, ■ TratSng. oricing and Ask management of resUentlai mcrtgage loans and reaiduai interests 
including warehouse ■ Manage the underwriting process of our securitaetfon business ($18bn subpiime volume 
lending mcough August 3006) 

■ PerfarmduediligeneeofrestdenUalinorejaoetoans purchased, monttorpertormanceofttte 
Icarts over time 

■ Servtcteg of resMenOalrnorlgage loans; collection of pa>Tnents from borrowers, 
management of delmquenoy and forectoeure processes (StObn boarded in 2006) 

■ Wholesale ort^ntfion of loan imentory: purchese closed loans from corresporxtents {2006 
volumes - 11 Tbn total. S6&n subprtme) 

s Extend lines of credit direeity to residential and commerdal mortgage arrd other asset 
badced (autos, credit cards) lenders in order to hind loans ($2 ^ averse funding in 2006) 

■ Manage thiestructuAng of the aecurHzatlon in order to meet cred'ii rating aiterfa end cash 
flow requiremente 


Coinmereial real estate 

• Aggregate and eecuntize commerdal real estate related loans 

Non-mortgage ABS 

■ Aggregate and securitize non-rmrtgage assets suen as credit card ard auto loans 

SUuctured Products 
Trading Onctuding 
dertvattves) 

■ Secondary tradirQ of residential and commercial mortgage and other asset backed 
seeiihtiee, aswea asein^enafneandlndexderivattvee. 

■ Warehoiair^ of mortgage ard other asset backed eecurtties as weO as bank loans. 
secuAlteatlen of these poots of aseets 

aher 

■ includesiheMviaory Group, whichtiocome] 


GS Mortgage Business Overview 3 
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Mortgage Business at 6S 

pat 




whl^, the porlim which retetes to sut^me is as faliows 

ProOlWtiBualBW YTO2Q0T IQ 07 WPS »M5 

ResMertM morlMM (itS) ^1) 2tS in 

Wwehoit Ue^io 

Kon-«»»«H8iae Aflt (crsfl fd, ma) 

8twA<(»a f> n a <»rfAig(nouaiig »»>< »> >««) 

0<h«r 

TcerK.aim *7 54 5ie 3is_ 



GS Mortgage Business Overview 4 
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II. Subprime Overview 
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MoftgNM}^ 

ClasBlflcaUon 

PICO 

Score 

Range 

Percentage of Recertt 
Mortgage 
Originettona 

SlM Of Market 
(300* edgUwiiEn 
veluawi 

Description 

Mme 

>700 

72% 

• $2.eir 

■ Higher credit quality: no recent 
foreclosures, delinqueneies or bankruptcies 


640-730 

11% 

■ $40QtHi 

■ SeK-employed andrornon-residerfl 
borrowers 

■ Umlled dlscio&ures on Income and assets 
of borrower 

■ Agency trott-conformittg due to crecfil 

Issues, paymerrt history or minimal 
documerHatibn 

Subpr^ 

60S-640 

17% 

■ SeOObn 

• Lowest cmSIr^altty; borrowers with 
average to poor credit profiles. Including 
first time homebuyers, people who did not 
previously have cradll avatlaUe to them 


■ Agency non-conforming due to credN 
issues, payment history or mlnimel 
documentation 

■ Percentage of stated income loans grew 
significantly tn the past year 


Ml 


Subprime Mortgage Overview 


DRAFT 


I WJ •« -AM- MV* ‘ 


Subpnme Overview 6 
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Subprime Mortgage Overview 

How the aecuriSzaHon process worto 




Partic^Rts: 

■ Homeowner Classified as subprime based on PICO scores 

■ Morioage Oilglnator Includes large diversified players, REfTS, and small mortgage finance companies. 
Odgination vt^ume Is domirtatad by larger players, however fitere are marry small, morto-tlna ptayers with limited 
track records and very small equity bases. Many mortgages are not origirtaled directly fmn homeowners but 
rather through independent brokers 

a Pktandal Institution; Firms such as GS purchase pools of loans to repackage, underwrfie and sell Into the asset- 
backed market 

■ SPV: Tranches pool of mortgages Into super-senior, mezzanine and subordinated pieces and sells Into secottdary 
market 


Subprime Overview 7 
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Confidenfi^ Treatment Requeeted by Grtdman Sachs 


GS MBS-E-002207719 
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III. Recent Events in the Subprime Mortgage Sector 


Recer4 Events h the Subpdme Mortgage Sector 9 
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Market Trends 


DRAFT 




Recent Events in the Subprima Mortgage Sector 1 6 


ConfidenBal TreaWient Requested by Goldman Sachs 


GS MBS.E-002207721 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01348 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 








1345 


Footnote Exhibits - Page 3603 


MSTITUrtCteTenn MtiWoQeee B«rlBUWM9TREEAU>>>BnclPrecenk(len«SuM%n«_Pita<>«>licnlD eSSCC^^u&fXtn*Ptcw«aia1ls 
6S {KO.>9.aDoeMw IS IMf 3007 20:38 1 VM 



Timeiine of Major Events & GS Response 


DRAFT 



■ NlwCenUyeteMdoul 


R$c^t Events in the Subprime Motigage Sector 11 
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GS Subprime Mortgage Business 

1 DRAFT 1 


Subprime Risk 



Residential Mongages VAratrauH UecKitg 


Cumnl Position 

Ung S2^ai4SX<meloans 

».4tnraalauala 


$25a*n twadmens Si 


Se.tBABXMa 
Shat O An 


COUi/reRPARTY CREDIT 


YTPTacgRavamiaa 

Lai^ gWnmlxae SlirmOaei 

Mwit tiaafmiOWn P 

W tlUBwLaaa llwwOaei 


Tl.fltnuaa 

H.a>nQaai 

dlBlosnOaX 


Recant Events in the Subprim« Motigage Sector 12 
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Credit Exposure Summary 


DRAFT 


■ War^iouse lendino has dedlnoc) suDstanlltf ly due to flgtner awHt temts and reduced ortglnator dwnand; trend 
corrtinues today, vrWi rwt comrtMed amounts of $600mm and funded amounts of SSSSmm (down from a peak of 
$4.01&n commmedfS2.42t>n funded) 

■ Whoie loan presses have declined as well drtven primarily toy sImBar considerations 

■ EPOS have rtsen refledlrtg contirHiOd market delerioftfion: cunenl EPO claims are $1 .141>n in notional terms 
resultir^ In patently losses in the $10l^m range 

■ Credit rfsk in securitizstiw includes; 

— • Standard underwriting risks (need to make a market, due {RUgettce requirements, etc.) 

— France f reputational risks 
•— Repr^rrtatiorts and warranties risks 


Recent Events in the SuOprime Mortgage Sector 13 
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Credit Exposure Summary 

Most Wcmfsome Counterparts 


CouRtnpir^ 

CcMnpany OMcr^don 

RacaMEvants 

ToUl 

Ei^ocure’ 

(tmm) 

NswCentwy 

PubHcly Veded and iKgeel neixapow tubprxne 
moriBace lender $4S&n n me ttret nkM mvi»te 
arSDOSoriglnaiiene end beek eguHyof >2tn a»a( 
Sept 2006. Renked #3 by rrwkat etiere. 

ReeUad Srd guMr fintr«ial raaulta and dalayad 

Mng 10-K; CalVanfa AtlOfna)H3anaral liunchad 
oikietal nqiay Into aeeuifbea tradhg ard eoeounting 
emra. Company naa stepped orSlnatlng new 
mortpaoea ghan hrxthg Miortfala. 

SdS.l' 

SouthStar 

SouthStar it s prhetely held moriBkse eriginettr 
epereOq Ml-A. Si^rtme. i/0. Op&m ARM and 
HELOC pcogratna. BoM aqiAy fltSSS.Smtn aaot 
1007. 

Reported 1« quanar 2007 baa of S707K on ravanuea 
efSISSmm. Ran^iba wertdotoa to be reduced by 
20% wsl erte eparstbne eenar to ba eteeed ttM 
motdh. 

SIS’ 

Fremont 

PiAUely tradad met^B*^rlQriatBrMlhFOiC 
rwwad/ragulatad ILC aubaiditry. Ranked *S by 
market eid had SI .ftn in book aqulty te ol 

Sept 2006. 

Erderad caaea and deaict orttor with ff« FDIC. 
Company hae eald Otot d ie exiting the wbprrna 
mortgage bueben and dalaying the firng of 4006 
teauls. 

I12.9‘ 

Noveeiar 

Publcly kadad modeage origetattr envcUM ea a 
REIT. RankadHtSby rrw/lMtahara and had SSIdrm 
In bMk aquKY aa ef Sapt 06. 

Rapertad 40t qutrtar baa of Si4.4mm. 

SST* 

Acemdited 

PubIKly tadad mortgage lender eaiekired ea a 

REIT. Ranked (ia in aubptima mortgage 
edginaliane. Book eduity e( S739nini ae of OaeOB. 

Rapertad 4li onrtor aamlng toaa of S37.amm. fUad 
tonn t2b-2S wito SEC wdh reapact to eambga delay. 

$59* 



II 

‘OtOBIMVMra 



-n-n ,.-.T 
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Market Exposure Summary 



IQ HOT 
■Msrieift Tiadno MR 


■ TTie desk stvied the quarter vRth long $6.0tm notional ABX BS8- risk artd sNfted the position to net short $10bn 
notionM by redudno the longs In ABX BSB- and Increasing shorts In sbigle name COS 

■ The Increase In VaR was driven by 

— An increase In AB8 synthetics and an Increase In the net short risk In the RMBS subprtme sector 


■ CS also has SSStnm equity investments in subprime tendersj , 
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OS 800_>eMct>M> 1S we 2M7 »» IM* 



Independent Price Verification 


■ ^ dedicated group within Produd Control pwRwns an ind«|imid_Bnt price yadficaUon of the_ ftwrtSl»BeJiwenti^._ , . - • ^ 

The'team fe'highly' iiid has’ext wive etperi wee In the vaitilion of mort^e related products 

■ The investment in thfe team over the last several years has led to a significant redudion in the mortgage related 
(ffiverifiedcash invertory (Feb. 2007 unverified market valueof $0.7bilBonvs. Nov. 2004of$9.1 Mlion). The 

dose coordination of Oils team and desk managerttem has ensured marttW movements are refieded In pricing and 
at limes has lead to the remarking d ccHtaln positions 

■ The price verification resets for the quarter ending 2/23707 buScate that the mortgage invemory is marked 
prudently. A majority of conservatlveness in the marks appropriateiy reflects decreased liquidity witWn the 
»ibpi1me markd 


I, 


Price verffication analysts utilizes four core drategles: 

1. External price «»npaf1son; prices received from Btird party vendors are compared agamst inventory positions 

2. Fimdamentai analysis; this analysis utilizes discounted cash flow PCF), option adjusted spread (O^) or 
securitization anal^s. Observable markd data or inputs are tncorporaied when avaUaUe ai>d appropriate 

3. Trade comparison; this utilizes a review of recem market iransadions againd Inventory poslUons with similar 
collateral and/or risk profiles and is an important determinant of market technicals or risk premium 

4. Collateral analysis: two way collateral agreemenls are commonly dilized by market counterparts for mortage 
derivatives. These agreements call for the posting of collateral against outstanding conlraris when Iheir market 

value fans. The exchange of cdlalerel margin against derivative iransadlons is a strong indicator of mariiei 
levels 



Recent Events in the Sut^me Mortgage Sector 1$ 


Cwifldential Traatment Requested by Goldman Sachs 


GS MBS-E-002207727 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01354 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




1351 


Footnote Exhibits - Page 3609 



iV. Looking Forward 


Looking Forward 17 
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<X>pyA<«*\FINWXXALlN9TnunOMTKnFc«crtHBn»BKMUAS(StR£Et\UwSn«PMiMMSijl>AtM PftMMMJantoGSSOOtSutKrtmPmnieinIs 
SS Bao_>9.(W cMWr IS Mr 3007 20;» 1W34 



Lessons Learned 


DRAFT 


■ \M>at went right 

■ What went wrong 

■ How well did our risk measures capture /r^leci risk Incurred 

■ ^}sr»vBtions for oth9^ bu^nesses 
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Looking Fonward 

DRAFT 





■ We believe the mono-litte subprtme mortgage ori^natora will not be able to survive current market conflffions for 
very long 

— Those with limned caplti^ bases wiB qul<*ty go out of business 

■ GS strategy giring forward 

_ Po^itw oufs^es to bo flat to short 

— Increased due dliigofloe performed on purchased loarts 

— Collection of amounts owed by originatofs from bu)^ad(S 

— Aggressively manage deal performance via asset management team (ovetsighl of sersHcer actions) 

— Hedge ^ purchases 

— Work trough inevtlable defautts w«h minimal operational and credit risk losses 
_ Conservative marwgement of warehouse lltms; review eppropfiafe hartcul levels 

— Cwnmunicate with originators, servicers, investors 

■ GS wtil evaluete ortgcwng opportunities on a case by case basis 

— Opportunistic purchases of potential loan packages/ portfolios 

— Potential equity Investments 

■ G8 will Biso protect Itself againsl credH daerloraliort spreading to other martcets by keeping limits ligM, transactions 
short and making full use of risk mitiganis 
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From: 

Sent: 

To: 

Subiect: 


Raazi, C^us 

Thursday. April 05, 2007 10:36 AM 

Brad Rosenberg 

Brad > please take a look at thb 


Brad > please take a lo(A at ttiis portfcriio. These are aH tfirty *06 wlginations ttiat we are goirg to trade as a block. You 
are not the only client seeing this so time wili be ol ^e essence. 

Save the price discusaon fw later - at the moment you might want to figure out whether this portfolio suits ycwr 
(^jectives. 

• 30 Baa2 ref obs that we could offer as a package at 4-625bps ($15mm per name. $450mm total) 


ACCR 2006-2 M8 
ACE 2006-HE2 M8 
BSABS 2006-HE6 1M8 
FFML 2006-FF4 M8 
FMIC 2006-2 M8 
GSAMP 2006-HE4 M8 
HEAT 2006-4 M8 
HEAT 2006-8 M8 
IXIS 2006-HE1 82 
JPMAC 2006-HE2 M8 
JPMAC 2006-HE3 M8 
MASS 2006-NC1 M8 
MLMi 2006-MLN1 B2 
MLMI 2006-RM4 B2 
MSAC 2006-WMC1 B2 
MSC 2006-HE1 B2 
NCMT 2006-1 M8 
NHELI 2006-WF1 M8 
NHELI 2007-2 M0 
OOMLT2007-t M8 
RAMC 2006-1 M8 
RAMP 2006-EFC1 M8 
RASC 2006-EMX3 M8 
SABR 2006-OP1 B2 
SABR 2007-NC2 B2 
SAIL 2006-BNC3 M7 
SAST 2006-2 B2 
SVHE 2006-OPT5 M8 
WMABS 2006-HE2 M8 
WMABS 2006-HE3 M8 


00437NAM4 

004421ZD8 

07388UAL4 

362334GC2 

31659EAM0 

362439AN1 

437084VY9 

43709QAP1 

45071KDN1 

46625SAN6 

46629VAN5 

57643LNP7 

59Q23AAN6 

59023OAN1 

61744CXV3 

617451D29 

65106AAV5 

65536RAM8 

65537MAN6 

68400DAP9 

7S9950HG6 

76112BW63 

76113ACJ8 

81375WJN7 

81378OAM0 

86361KAM9 

30S56XAP2 

83612CAN9 

g3934JAM6 

93934MAN7 


Piwn: Comacchla, Tliomw 

Sent: TTiuraday, April 05, 2007 9:46 AN 

To; ftMzi, Cactus; LoBue, Undsay; GrirMsIn, Verartca; Bhavsar, Avardsh ft 

Ce: Sweroon, Michael; Salem. Oeeb 

Subject: FW: l^s seli 'vlOOmm in Baa2 protectfan... 

Get this done please - who is the better salespaerson?? 


From: Sweraon, Michael 

Sent: Thursday, April 05, 2007 3:42 AN 
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Subject: RE: fet^ ''200mm In 8332 protection... 

Make that SOOrnm 


Frtmi; Seiem, Oeeb 

Sent- Thursday, April 05, 2(Xt? 9:35 AM 

Ts: ComaccMa, Thomas 

Ce: Swenson, 

Subject lets s^l 'v200mm Baa2 protedjon... 
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From: Swenson, 

Sent: Friday. May 25, 2007 12:08 PM 

To; Chin, Edwin; Salem. Deeb 

Subject: Re: 


We should be offering sn protection down on the offer side to the street on tier one stuff 
to cause maximum pain 

Original Message 

From; Chin, Edwin ' 

To; Bhavsar, Avanish R 
Cc: Swenson, Michael} Salem, Deeb 
Sent! Pri May 25 11:41:59 2007 
Subject: RE; 

We can offer protection on the following mezi CDO names 9 795 as a package. Levels good 
up to lOMM each. 


Deal Name Tranche 
BFCGE 2006-lA A3L 
BWIC 2006-iA C 

CAMBR 6A Q A 

CRNMZ 2006~1A 5 

CRNMZ 2006-2A C 

DUKBF 2006-10A A3 

ETRD 2006-5A A3 

GLCR 2006-4A C 

HGCDO 2006-lA C 

HLCDO 2Q06-1A C 

IXCBO 2006-2A C 

LW3G 2006-lA C 

PINEM 2006-AA C 

TOPG 2006-2A B 

TOUBM 2006-2A D 


Rating Issuer Ref Ob Px Date 

A BFC Genesee CDO Ltd BFCGB 2006-lA A3L Peb-06 

A Broadwlck Funding Ltd BWIC 2006-lA C Apr-06 

Camber CAMBR 6A D May-06 

A Cairn CRNMZ 2006-lA 5 .;^g-06 

A Cairn CRNMZ 2006-2A C Oct-06 

A Duke Funding Ltd DOKEF 2006-10A A3 Apr-06 

A E*Trade CDO I ETRD 2006-5A A3 Aug-06 

A Glacier Funding CDO Ltd GLCR 2006-4A C Mar-06 
A Hamilton Gardens CDO Ltd HGCDO 2006-lA C Sep-06 

A Halcyon HLCDO 2006-lA C S8p-06 
A IXIS ABS CE>0 1 Ltd IXCBO 2006-2A C May-06 

A Longridg© ABS CDO Ltd LRDG 2006-lA C Sep-06 

A Pine Mountain PINEM 2006-AA C Oct-06 

A Topanga CDO Ltd TOPG 2006-2A B Nov-06 

A Tourmaline CDO TOURM 2006-2A D Mar-06 


Original Message 

From; Bhavsar, Avanish R 
Sent; Friday, May 25, 2007 lltlS AM 
Tos Chin, Edwin 
Subject; RE: 


whats eta? 


Original Message — — 

From; Chin, Edwin 

Sent; Friday, May 25, 2007 10:38 AM 
Tot Bhavsar, Avanish R; Salem, Deeb 
Cc! Swenson, Michael 
Subjects RE; 

Let’s start with these ly^BS offers. lOMM each. 


ABFC 2006-OPT2 M8 355 
CWL 2006-15 M9 315 
FHLT 2006-E M8 345 
FMIC 2006-3 M8 415 
GSAMP 2006-m2 M8 465 
GSAMP 2006-HB8 M8 375 
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JPMAC 2006-FRE2“M5 STT 

JPMAC 2006-HC2 M8 295 
SAST 2006-3 B3 450 
SVHE 2006-EQ2 M8 375 


From: Bhavsar, Avanish R 

Sent: Friday, May 25, 2007 9:36 AM 
To: Salem, Deeb? Chin, Edwin 

Cc: Swenson, Michael 

Subject: 

We have a new equity acct Kensico, they are interested in seeing offerings on the 
following 

1) CDS on CDOs late 06, early 07 raetz deals, BBB thru AA 

2) Single names RMBS 2nd half *06, BBB- or BBB 


They are axed to buy protection. 

Redacted by the Penaaneat 
Sabcemnittee on InvestigathMS 

Avanish R. Bhavsar 



Managing Director 
Capital Structure Sales 
Securities Diviaon 

Goldman, Sachs £ Co. 

1 New York Plaza 50th Floor I New York, NY 10004 
Tel; 212 357-8405 I Cell: 
e-mail : avanish . bhavsarSgs . com 


© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See 
http://www.g8.coin/diaclaitner/email-salesandttading.html for irt?)ortant risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged intomatien. If you are not the intended recipient, please advise ua 
immediately and delete this message. See https//www.g8.com/di9clalmer/email/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


2 


Confidential Treatment Requested by Gddman Sactis 


GS MBS-E-01244311i 


VerDate Nov 24 2008 


09:58 May 19,2011 


Jkt 066051 PO 00000 


Frm 01364 


Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



1361 


Footnote Exhibits - Page 3619 


From: Swenson, Mic^ae! 

Sent: Tuesday, May 29, 2007 11:06 AM 

To: Salem, Deeb 

Subject: Re: they want to think about doing this again... 


We should start killing the sn shorts in the street - let! a pick some high quality stuff 
that guys are hoping is wider today and offer protection tight - this will have people 
totally demoralized 

Original Message 

From: Salem, Deeb 

To; Swenson, Michael 

Sent: Tue May'29 10:41:55 2007 

Subject: RE: they want to think about doing this again... 

the index wont close where it is this morning in my opinion. . . 

Original Message 

From: Swenson, Michael 

Sent: Tuesday, May 29, 2007 10:21 AM 

To: Salem, Deeb 

Subject: Re: they want to think about doing this again... 

Then you need to be prepared to widen their marks we also need credit approval 

Original Message 

From: Salem, Deeb 

To: Bhavsar, Avanish R; Swenson, Michael 
Cc; Chin, Edwin; Birnbaura, Josh 
Sent: Tue May 29 10:05:52 2007 

Subject: RE: they want to think about doing this again... 
indices ~125bpa wider since trades 1 week ago 


Ref Ob 

CUSIP 

Offer 

ACE 2006-CWl M9 

00441QAP4 

500 

BSABS 

2006-HE3 M8 

07387UKZ7 

650 

CARR 

2006-HC2 M9 

14453FAN9 

650 

GSAMP 

2006-NC2 M9 

362463AN1 

715 

IXIS 

2006-HE3 S2 

46602UAM0 

725 

JPMAC 

2006-ACCl M9 

4662eRAP0 

625 

JPNAC 

2006-FRBl MS 

46626LFV7 

5SS 

JPMAC 

2006-NC2 M9 

46629FAN0 

525 

LBMLT 

2006~8 MS 

54251UAN6 

875 

L8MLT 

2006-WLl M9 

342514RE6 

595 

MSAC 

2005-HES B3 

61744CVA1 

600 

RAMP 

2006-NC3 M9 

7611284X5 

700 

SVHE 

2006-OPT3 M8 

83611MPS1 

575 

WMABS 

2006-HE2 K9 

93934JAN4 

650 


——Original Message 

From: Bhavsar, Avanish R 
Sent: Tuesday, May 23, 2007 9:20 AM 
To: Salem, Deeb; Swenson, Michael 
Cc; Chin, Edwin 

Subject; they want to think about doing this again... 
last trade with Harbinger... 


Protection Buyer: Harbinger 
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Protection Seller: Goldman Sachs 
Size; $105mm total {$7.5nnn x 14 


ACE 2006-CWl M9 
BSABS 2006-HE3 M8 
CARR 2006-NC2 M9 
GSAMP 2006-NC2 M8 
IXIS 2006-HE3 B2 
JPMAC 2006-ACCl M9 
JPMAC 2006-FREl M8 
JPMAC 2006-NC2 M9 
LBMLT 2006-9 M8 
LBMLT 2006-WLl M9 
MSAC 2005-HE5 B3 
RAMP 2006-NC3 M9 
SVHE 2006-OPT3 M8 
WMABS 2006-HE2 M9 


reference obs) 

00441QAP4 415bps 
OTSSTUHZT 575bps 
14453FAN9 490bps 
362463AN1 625bps 
46602UAM0 55Qbps 
4662BRAP0 515bps 
46626LEV7 500bps 
46629FAN0 415bps 
54251UAN6 800bps 
542514RE6 465bps 
6n44CVAl 490bps 
76112B4X5 590bps 
83611MPS1 490bps 
93934JAN4 540bp5 
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From: 

Sent: 

To: 

Subject 


Salem, Oe^ 

Monday. May 21, 2007 12:02 AM 
Swenson, Michael; Chrn, Edwin 
A few things.. .pain related 


!• UNHHBB is going to buy back their 06-i abx short on monday. Eitnd is having a bad 
month and needs cash. It's only 30inm. He does not check away, I'd just go offer side on 
the run for him 


2, Guys r gonna coit?)lain about their marks (kbass already emailed me). I would talk about 
the recent flow of OWICs and the levels were they have been trading as the reason we moved 
marks on friday. . .scsf lost 6 pet based on fridays moves 


Sent from my BlackBerry Wireless Device 


Redsettd by itw Fenatnent 

SBbramnmeeos Isvetiigstiom 
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From; Swenson, Micha^ 

S^t: Monday, May 21 , ^07 2:IK 

To: Chin, Edwin; Salem, Deeb 

Object; RE: Edwin - Important - Stanfield levels 


We are ok with that they do not have much more gun powder 


Frwn: 

Sent: 

To; 

Importance; 

FYI 


Chin, Ettwin 

Monday, May 21, :»07 2:S6 W 
Swensem, Michael; Salem, Deeb 
FW; Edwin - Important: • Stanfldd levels 
«gh 


From: ftaazt, Cadus 

Sont: MoR^, May 21, 2007 2:46 PM 

To: Chin, Edwin; ftvns, William 

Siddoct: Edvdn - Important • Stanfield levds 

ingMHtance: High 

Hi Edwin - 1 know you’re very busy, but your attention to this matter is important. 

Stanfi^d feels wre are marking them tighter than other dealers with whom they have similar protection: 

In addition, 14 of the 25 names below were marited over 100bps tighter week-on-week, That is a massive move 
and is seating major stress at the client, as we cant see a similar move in the broader mkt. 

Finsdly, be aware that Stanfield may look for you to offer jwotection very close to your mark. Cornaochia hs gone 
up there vwth me arid promised he is available to address any problems Stanfield might have. I'm hoping your 
attention to the marks below will defuse a situation in which they think we're messing with them via our marks on 
dieir protechon. 


Ywjr attention to this matter is very much appreciated. 


CDS 

WCMT 2006-1 MS/ ^006001 MS |05S682AM0) 
BSA8S 200S-EC1 M7/BSHeo^l M7 (073S7UAK7) 
BS/^S 200e-PC1 M7/8SHE06P1 M7 (073870602) 
CWL 2006-13 MVS / CWH6061 3 MVS (232426AT6) 
CWL 2006-BC2 MS / CWHe06B2 MS (22237JAN7) 
QSAMP 2005-AHL MS / QSA09AHL MS (362i202E2} 
GSAMP 2005-HEdMS /QSAOSHEe MS (362341H36) 
GSM1P 2006-He3 MS / GSAOSHES MS (36244KAN5) 
JPMAC200S-FRE1 MS/JPAOSFRI MS (4e626lFV7) 
JPMAC 2006-RMl MS/JPAOSRMI MS (46e29NAPa) 
JRWAC 2008-WMC1 MS / JPA06WM1 MS (4Se2$UC5) 
I.BMLT 2005-2 MS / UBMU)502 MS (542S1 4KYg) 

MASS 2005-NC2 MS / MA6S05N2 MS (57S43LMXI ) 
MLM)2005-NC1 B2/Mt>ie05N1 82 <59020URT4) 
MLMI«X»-WMC1 B2/MLHE05W1 B2 (59020URA5) 
MLMI 2006-RM4 B2 / MLHEOeRi B2 {59023QAN1 ) 
MSAC 2006-WMC1 BS/MSABOSWI B2 (61744CXV3) 
MSAC2006-HE1 B2/MSAB0eH1 B2{8174510Z9) 
NHEU 2005-HE3 M8/NMHE06H3 MS {6S538QAN8) 
PCHLT 2005-3 MS / PCMM003 MS (71085PCY7) 


Coupon Mark 
615 
S15 
615 
615 
SIS 
615 
615 
815 
615 
615 
615 
615 
615 
615 
615 
615 
615 
615 
615 
615 


550 

475 

245 

4^ 

425 

325 

375 

400 
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SAfL 2006'BNC3 M7 / SAIL0eB3 M7 {86361 KAM9) 
SASC 200&-WMC1 M4 1 SfiSCSWm M4 (86$S3e6K^ 
K^CMT 2007-1 M8/BNC07001 M8 (05569GAN6) 
RASC 20Q6-KS2 M8 / RFC08KS2 M6 {75406BAMS) 


616 6S0 
615 225 
615 500 
61S 425 
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From: Raazi, Cactus 

Sent: Friday, May 25. 2007 1029 AM 

To: Ryan Rolfert; Jonathan Kaiikow 

Subiect: RE; Jon & Ryan: Our thoughts on single-A RMBS CDS 

Ryan - my comments are in navy blue below: 


From: Ryan Rotfert [mailto:rTolfert@Stanfieidcp.com] 

Sent: Thursday, May 24, 2W)7 6:17 PM 

To; Raazi, Cactus; Jonathan KaiHrow 

Subject: RE: Jon & Ryan: Our thoughts on single*A RMBS CDS 


When we put on the Single A protection trade the underlying names were suppose to have a large J’f 

O^Iir the pit couple of Lnths that correiation has broken down significantly, What concerns me is W® f^^e 
why ihis correlation broke down. The indexes are only up a couple ol pmnls since we did the 

on our Single A trades we have tightened roughly 33%, By no moans, .Jen we dd >'’« P°l°J'VrSe 
to be "cherry oicked’ Can you ask your strategist his thoughts on why this correlation broke down so much? Are the e 
L onlSrSS oTsingle^^^^^^^ prote^on? Is no^e a seller of the index? Should we sell Prcrtect^n with 

the thoLht friis correlation may return and the index should rally back harder than Single-A single name protection , rm 
lust trying to figure out how we can reverse some of the losses we have incurred. ,u« \ 

fAl the time of our trade, the single-A protection we sold you did indeed have a high degree ^ 

Sending Jou sSm^ary state related to Loan Age and Delinquencies {30. 60. 90. FLC. REO which were vi^aity 
identical in aggregate to the like-vintage index. I wHi rerun ttiese stats - 1 think what you re going to see '® 
protection you mm is still quits similar itt aggregate composition to Ihs index. At the 

Irariinn desk that the Dortfolios w6 soid you were not cherry picked. I d like to revisit this and demonstrate that the 
ySon you index in aggregate. After we agree that the 

own is simtar to like.vintage Index In aggregate, let’s think about possibly selling index protection (buyiij 
Zr sinS'nami. My desk certainly Ss the spread between index and single-names ,s unsujainabj over the long 
term The CDO selling of single-name CDS is a technical in the mkt that has creaW this » mkt 

conditions deteriorate, CDOs will not be able to get done, and will no longar bo selling “ 

ooStions knprovo, you should see the Index tighten to your single-name levels - and you will be hedged in f^ord. 
Let's talk lurther on these points with my desk - you ask good questions and I want to make sure to give you complete 
suiswers.l 

Also from where our BBB trade was marked last Friday around 413. Using a 25b(» bid 

S a mid of 400. This trade is tighter by 35% percent as well. Does your strj^ist ftskd ^°‘'®ZmmoniP^ ^ 
would exoect we could leverage your below thoughts into that trade as well but we are o^n to any . 

rcjiir thouQhts on BBBs will be similar to those above - the tightening is also due to the CDO technical. In fact, we have 
Sen aocfb^Zg of BBS our client base althese levels - over the last week there 

hundf^ mHlion in BBB OWICs. Both my trading desk and clients feel that ‘06 vintage single-name BBSs have tighten^ 
index is. When you look at how wide the index is trading this only emphasizes the 
degree to which single-name BBBs have rallied.) 

I had always thought that these trades were meant to be the start of a partnerahip buildii^ 
c.nfiaiH anti f-nidman Bachs 1 know we are big boys and we did the trade there is no doubt on that. What l am 
SZofnqmdotZhefSou losses an?9eZvZetermlne what I can say to keep this Uade on to bopetully see 
Srb°y me endTthe year I’ve lost a lorof creditability on the desk with this trade. Maybe I was na,ve to trust the 

rrhte iTtha^hardesl The intention was very much to create a partnership, and I do fe^ that wa woul^e 

Kno a cowersafion now had single-name CDS not rallied so dramatically. I have worked with and 
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— sajeiilsjiyfaQJmv^ame_siiQrte_i n RMBS. We have not seen anv news thai.woutd suggest the situation for subprime RMBS 
is improving. Today we are getting remits - early color Is tfiat fa^ay speeds have come in slower than expected, and that 
delinquencies are spiking. Both factors point to the fact that tiie sut^rime borrower is experiencing financial distress and 
cannot refinsuice as planed (siower prepays.) I do tWnk #te id^ of selling trxJex protection here is something worth 
talking about, but the main point I want to m^e is that the reasons put <x\ this trade (and tiie reasons we have the 
same trade on) still exist. The investment thesis is pla^ng out Whether we will see total doomsday for subprime, or 
whether ifil be bad but not a complete disaster. Is yet to be seen. But rriy c^inion Is that this is not a good time to get out 
of your protection ■ you would be acting on a technical, not <h) a i^artge ai the fundamentals.) 

Let me know your or GS strategist’s thoughts. 

{!‘d like to get you the remit info as it comes out. Initial read on today’s numbers shows ail three indices have increases in 
60-f- delinquencies of over 1% leiative to last month. We vnll be doirtg some analysis over the weekend. On Tuesday I'd 
like to present you with my strategisfs thoughts. We can also ^eak wth my head single-name trader, Deeb. We'll give 
you the straight facts, our o(xnjons, and then we will dp any additions^ analytical work that you would like us to perform. 
Hopefully we can be helpful to you as you evaluate your colons at this stage.] 

Thanks, 

Ryan 


From: Raazi, Cactus CmailtX}:Cactus.Raazi@gs.com] 

Sent! Thursday, May 24, 2007 4:08 PM 

Tos Jonathan Kalikow; Ryan Rolfert 

Subject: Jon & Ryan: Our thtxjghts on single-A fWBS 

We have seen the mkt for single-A RMBS CDS tighten meaningfully over the past couple of months - in particular over the 
last month. In considering whether to buy or sell protection at the current levels, it is important to bear in mind the 
following fundamentals: 

1) Thus far, delinquency patterns look to be about as bad as, but not meaningfully worse than the peak delinquencies we 
saw in 2000. Some of ^e COS pricing we saw in the mkt (especially in 6BB-) implied a detinquency/default exfrarience 
worse than what vra e^qserienced in 2000 • certainty possible but not yet observed. That said, we are now heading into 
resets on late '05 production deals. It's tough to correctly forecast tile effects of the recent subprime credit crunch on late 
'05 deals, but tiie general consensus is that the typical sub^me borrower is going to have a tough time qualifying for a 
new loan on tireir property absent of a meaningful equity cushion. Remits over the r>ext six months could show an uptick 
in delinquencies on late '05 originations as borrowers struggle with higher payments. . 

2} Housing prices continue to deteriorate. The rally we have seen in RMBS spreads over the past weeks turns a blind eye 
to the fundamental fact that home prices are deteriorating. If home prices continue to deteriorate we are going to see 
higher seventies as borrowers default. As an example, today's new home sales number showed a strong topline sales 
number but an 11% decline in average price. A similar decline in existing home prices would be devastating for many of 
the late '05 and ‘06 originated subprime deals. 

3) Please bear In mind that 06-1 singte-A index (2H '05 destis) is tradir^ at 1 00bps mid, and the 06-2 single-A index (1 H 
'06 deitis) is trading at 1 70 mid. Your single-names are trading meaningfully tight to the index despite very similar 
aggr^ate credit characteristics. 

My strategist feels that late '05 single-A protection at SObps doesn't have much room to tighten further absent of sharply 
positive news. 2006 single-A protection at 1 00 could rally in the absence of bad news. Alternatively, '06 vintage protection 
also has less HPA build into it than '05 production. 

On a technical note, there has been better selling of CDS over the past tew weeks from the CDO community - and few 
buyers. Recently, we have seen buyers of protection emerge at these tight spread levels. In fact, some spreads are all the 
way bac^ to Fall '06 levels despite the sharp deterioration in the fundamental picture. 

I can't tell you wdiich way the mkt is going to go. but I think if you look at where single-A protection is currently trading, the 
more likely direction for spreads is wider. This is particularly true of '05 protection given imminent resets and the very tight 
spread levels. OS mil have additional fundamental research on sui^rlme mortgages as remits come in. We will keep our 
anaiysis'in front of you. 

PLEASE come back to me with any questions you may have. 
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Ffwn: 

Sent: 

To: 

Subfect: 


Salem, Oe^ 

Thursday. May 31 . 2007 12:18 PM 
Gaddi, Robert; Chin, Edwin; Swanson, Mk^iael 
RE: Stark CDO COS potential trade 5/31 


you couldnt be more wrong robert 


From: Gadifi, Aotxn 

Sent Thursday, May 31, 2007 12:1? W 

To: Oiln, Edv^n; Saiem, DecA; Swenson, Michael 

Suliject: ^ark COO COS pcxsitial trade S/31 

Starts has an interest in looldng at this trade: but here is an obstacle that we need to address: 

They feel Goldman is very inconsistent in the single name HO. CDS marks that we provide them. We are drastically 
different in marking positions versus ottier dealers. It is an £mnoyance tfiat would potentially limit tiieir interest in 
putting on inaemental CDS trades. I can name ^lectfic examples if you would like. Please advise. 


Goldman, Sa^ & Ca ' 

71 Sou^ Wacker Drive, Suite 500 Ctycago, iL 60600 
Tel; 312-655-4695 1 F«: 312-655-5366 
e-mail: roberl.gaddi#ss.com 

CioldmjBi 

Sv&ba 

Robert S. Qaddi 
Vice PreakletTi 

Fixed income Currency & Commoditiea DWIsian 
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Vaiuation & Pricing Related to Transactions witfi AIG 

In.July 2007, as the housing market continued to deteriorate, financial markets began to 
significantly re-price lisk in U.S. mortgage products, including super senior Collateralized Debt 
Obligations (COOs). As required by US GAAP, our policy of fair value accounting, which 
recognizes the value of an asset or liability as Hie price at which willing buyers and selleie 
transact, prompted us, as always, to mark our positions to the then prevailing market prices. 

We believe our mai1(s were accurate and reflected value markets were placing on the 
transactions. 

Over subsequent weeks and months, we made collateral calls to AIG, and other counterparties, 
consistent with the further deterioration In the market. We made those collateral calls based on 
prices that reflected the deteriorating conditions in the market for the underlying collateral in 
Residential Mortgage Backed Securities (RMBS) and COOs and specific transactions in 
comparable securities - transactions In which we acted as a market maker and transactions we 
observed between other madcet participants. Goldman Sachs called for and paid (known as 
“posting”) collateral consistent with the marks we used for our internal and external reporting 
purposes as well as for our own collateral posting calculations. 

The foundation of our approach to risk management is based upon disciplined mark-to-market 
accounting. This involves the daily practice of valuing the firm’s assets and liabilities to cument 
market levels - that is, the value one might expect to find on the open market. Without a 
realistic view of our own financial position, we would not be able to pro perty assess or manage 
our risk. Goldman Sachs is one of the few financial institutions in the world that carries virtually 
all financial Instniments held in its inventory at current maricet value, with any changes reflected 
immediately in our risk management systems. 

Significant Trading Activity On Behalf of Clients Informed Priclno 

Throughout 2007 and 2008, Goldm an Sachs was an active market maker in cash and credit 
default swap (CDS) mortgage products. This market activity provided a strong foundation for 
our marks: 

For example, from May 2007 through November 2008, our Mortgage Departm ent bought and 
sold approximately: 

• $85 billion notional amount of the ABX and TABX indices, representing 5,000 trades 

• $17 billion principal amount of RMBS cash securities, representing 2,000 trades 

• $32 billion notional amount of RMBS COS, comprising 5,000 trades 

• $5 biiiion principal amount of CDO cash securities, in more than 350 trades 

• $16 billion notional amount of CDO CDS, in more than 800 trades 

The following graphs provide for RMBS and CDOs the total notional traded and trade count on a 
monthly basis from May of 2007 through November 2008. In addition, we have provided.to the 
Commission the detailed list of all transactions executed during that tim e (bearing production 
number GS MBS 0000039095) . 
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^ /V' /// 


How We Detemiined Pricing 

Our marks were based upon the best available m arket information at the time, including 
observed trades, actionable bids or o ffers from other parties, and other market information 
sourced through our franchise. 

Consistent with other cash and denvative markets, it was not unusual for there to be an 
absence of transactions in specific RMBS, COO securities and derivatives, in addition, certain 
securities often had only one or a limited numbers of holders. As a result, we used observed 
transactions in comparable instruments (e.g., instruments having similar underlying collateral, 
structure, and/or risk/reward profile) to help inform our valuations. 

Market information we used in connection with determining valuations extended beyond trades 
executed by Goldman Sachs. We were frequently asked to bid and/or offer securities or 
derivatives. Whether or not we executed a transaction, we were able to obtain additional useful 
pricing infotmation from client feedbag as well as other market color. 

At times, in onfer to gauge the fair value of the CDO securities, we would also value the 
collateral underiying the CDO. This approach, refeired to as a net asset value ("I^AV*')' analysis', 
valued the underlying collateraf based upon the best available market information for the 
underlying RMBS and other securities at that time. 

This NAV analysis incorporated additional factors into the valuation process. For example: 
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• CDO securities began to trade at a discount to NAV-implied vaiues as market 
participants penalized less liquid and complex instruments during the market 
deterioration in 2007 and 2008; 

• Valuations of the CDO securities reflected the allocation of NAV across the CDO’s 
capital structure (e.g., senior classes vs. subordinate classes). 

While a certain degree of Judgment was necessary in these valuations, we were able to access 
the best available market information to price these CDO securities and to ensure that our 
pricing represented actual fair market values at the lime. 

Market Moves. Examples of Comparable Transactions and Timeline 





■ 0 
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The above graph depicts Goldman Sachs' weighted average price of the back-to-back CDO 
trades (i.e., trades in which AiG sold credit protection to Goldman Sachs and Goldman Sachs 
sold credit protection to another cou nterparty referencing the same security), hereafter referred 
to as the "AIG portfolio'. These trades constituted the substantial m ajority of the CDS^^ 
transactions we undertook wrth AIG. AIG's CDO trades predominantly consisted of'high-grade 
(typically double-A average rating) and mezzanine (typically triple-B average rating) CDOs from 
the 2003 to early 2006 vintages; Also shown are two indices referencing subprime securities 
issued in the second half of 2005 - the double-A rated and triple-B rated tranches of the ABX 
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06-1 index. These indices represented the most liquid and observable proxy for the vintage and 
ratings of the RMBS underlying the AIG CDO positions. 

From July of 2007 through November of 2008 there was observable market data which provided 
the basis for our collateral requests to AIG. 

A) July 2007: 

• In mid-July 2007, before our first collateral call to AIG , rating agencies downgraded 
hundreds of subprime RMBS and put hundreds more securities on watch for further 
downgrades. With tens of billions of dollars of subprime securities negatively impacted, 
ABX and subprime RMBS prices dropped sharply and significantly over the month. 

o Specifically, in July, the ABX 06-1 AA index dropped 7 points from $100 to $93, 
and ABX 06-1 BBB index dropped 21 points from $86 to $65. At the time, these 
were unprecedented drops and new market lows. 

• Over the course of July, after the subprime ratings downgrades, a number of our clients 
requested that dealers bid on more than $1 billion of CDO risk. Clients wanted to sell 
their risk, but frequently could not find buyers at prices they liked. 

• Dealers were aggressively buying CDS protection on CDOs across the vintage 
spectrum. During July 2007, we observed CDS on subordinate classes from 2005 and 
earlier vintage C DOs trading at 70 cents on the dollar or lower in competitive auctions. 

In particular, this was the case for high grade CDOs such as ALTS 2005-1 A, ALTS 
2005-2A, and BUCK 2005-2Aand mezzanine CDOs such as DUKEF 2005-9A, GSCSF 
2005-1 A, PS 2A, SCF 5A, TOPG 2005-2A and TRNTY 2005-1A. Although, of the above 
CDOs, only ALTS 2005-2A CDO was specifically referenced in the AIG portfolio, the 
observed transactions clearly substantiated widespread re- pricing of 2005 and earlier 
vintage CDOs in the market. 

• In July, we traded approximately $14 billion RMBS and approximately $1 billion CDOs 
across cash securities, single name CDS, and CDS indices. 

• The observed significant re-pricing of CDO liabilities and the relevant market moves 
necessitated the initial collateral call to AIG, as illustrated by the graph on page 4. 

B) October ■ November 2007: 

• During October and Novem ber 2007, based upo n increasing delinquencies and clear 
credit deterioration in underly ing subprime RMBS, rating agencies downgraded dozens 
of CDO transactions with billions of dollars in outstanding securities. CDO prices 
continued to fall during this period, as the following examples reflect. 
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• On October 17'*’, we bought at 70 cents on the dollar ALTS 2005-1 A B, thedouble-A 
rated subordinate tranche from a 2005 vintage high grade CDO. T he ALTS 2005-1 A 
CDO is very similar to the ALTS 2005-2A CIX) on which AIG had written super senior 
protection to Goldman Sachs, In particular, the two ALTS CDOs have similar type and 
vintage of collateral, similar structures and the same collateral manager. The trade on 
the subordinate ALTS 2005-1A B tranche at 70 clearly demonstrated that market pricing 
at the time reflected a significant degree of stress for 2005 vintage high g tade CDOs. 

On October 30”', the mark we used for the AIG collateral call on ALTS 2005-2A super 
senior was 87. 


• On November 30”', we owned SMSTR 2004-1 A A1, the super senior class of a 2004 
vintage mezzanine CDO, marked on our books at a price of 68. We viewed this 
particular security as better quality and more desirable versus the mezzanine CDO 
transactions in the AIG portfolio, which had a weighted average price of approximately 
69 as of November 30“' in the AIG collateral call. SMSTR 2004-1A A1 was ultimately 
sold on May 7, 2008 at 56 cents on the dollar. 

• From the beginning of October through the end of November 2007, the ABX 06-1 AA 
index dropped 9 points from $95 to $86 and ABX 06-1 BBB Index dropped 28 points 
from $61 to $33, as Illustrated by the graph on page 4. 

• During this period, we traded more than $13 billion RMBS and approximately $700 
million CDOs across cash securities, single name CDS and CDS indices. 

C) December 2007 -January 2008: 

• Cash CDO trading activity picked up considerably in late 2007 and into early 2008, In 
December 2007, we purchased almost $800 million notional of various senior and 
subordinate CDO securities. 

• On November island 14”', we purchased at a blended price of approximately 43 cents 
on the dollar almost $67 million of GLCR 2006-4A A1 , an early 2006 vintage mezzanine 
CDO. This transaction was comparable to specific line items in the AIG CDO portfolio, in 
particular SCF 8AA1, which was marked at 55 cents on the dollar as of November 30th. 

• We observed that approximately $90 million of the super senior class from TRAIN 3A 
A1, a 2003 vintage mezzanine COO, traded at approximately 70 cents on the dollar. 
Although this specific bond was not in AIG’s portfolio, this observation clearly 
substantiated the fact that even highly seasoned super senior CDO tranches traded at a 
significant discount to par value at the time. 

• From the beginning of December 2007 through the end of January 2008, the ABX 06-1 
AA index dropped 2 points from $86 to $84 and the ABX 06-1 BBB index dropped 4 
points from $33 to $29, as illustrated by the graph on page 4. 
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• During this period, we traded approximately $7 billion RMBS and approximately $1.4 
billion CDOs across cash securities, single name CDS and CDS indices. 

D) Pebruary-March 2008: 

• The RMBS and CDO markets became further stressed in February and March 2008 as 
Bear Stearns nearly failed, the hedge fund Peloton Partners collapsed and other 
mortgage participants experienced financial distress and investors were concerned that 
a substantial amount of assets would be sold into the market. 

• On February 1 3®, we facilitated a client unwind of $296 million notional credit protection 
referencing the super senior tranche of ALTS 2006-3A, an early 2006 vintage high grade 
CDO, at approximately 30 cents on the dollar. This high grade CDO security was similar 
to early 2006 vintage high grade CDOs on which AIG had sold Goldman Sachs credit 
protection, and in particular WESTC 2006-1A which was marked at 33 on February 29"’. 

• On March 28"’, we purchased $38 million of the super senior class of the same ALTS 
2006-3A high grade CDO at approxi mately 32 cents on the dollar f rom a different client. 
The price of WESTC 2006-1 A super senior w as marked at 33 on March 28 "’. 

• From the beginning of February through the end of March 2008, the ABX 06-1 AA index 
dropped 13 points from $83 to $70 and ABX 06-1 BBB index dropped 1 1 points from $29 
to $1 8, as illustrated by the graph on page 4, 

• During this period, we traded approximately $21 billion RMBS and approximately $1.4 
billion CDOs across cash securities, single name CDS and CDS indices. 


CDO Valuation Discussion with AIG 

Throughout the period of the collateral dispute, we continued to augment and refine tools to 
provide additional analy sis for our valuations. 

In particular, in January 2008, in order to have a very detailed dialogue with AIG about our 
pricing, we performed an extensive analysis on our CDO transactions with AIG. 

• ALTS 2005-2A A1 Is a super senior tranche from a late 2005 vintage high grade CDO. 
The valuation approach we used began with the underiying portfolio net asset value 
{“NAV"). The underiying portfolio was 96% RMBS, comprised of alt-A (43%), subprime 
(36%) and prime (15%), with the other 4% of the portfolio comprised of various other 
types of asset backed securities. Almost 95% of the collateral was issued in 2005 and 
had original ratings of triple-A (46%), double-A (25%) and single-A (29%). Informed by 
our market making activities in RMBS, Goldman Sachs used the large amount of 
available trade Information to price the underlying assets. The result of this analysis was 
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an average price of $73 for alt-A, $67 for subprime and $87 for prime arriving at a 
weighted average portfolio NAV of approximately 71 cents on the dollar. 

The super senior notes comprised approximately 87.1% of the overall CDO capital 
structure. Therefore, the portfolio market value was equal to approximately 81 .4% of the 
face amount of the super senior class (71 .0/87.1) . The portfolio NAV divided by the 
super senior tranche size ignores the cashflows owed as well as the value of the other 
parts of the CDO capital stnicture, such as subordinate tranches, swap counterparties, 
and other fees and expenses (collectively refened to as cashflow “leakage"). For ALTS 
2005-2A A1 , we estimated the leakage (using market pricing tor the subordinate CDO 
liabilities and the embedded fixed/floating interest rate swap) to be approximately 6% of 
the super senior face amount. Deducting this 6% leakage from 81 .4% resulted in a 
NAV-based calculated value of 75.4 for the super senior tranche. 

Goldman Sachs' bid and offer for ALTS 2005-2A A1 was 67.5 / 77.5, further informed by 
the market supply /demand dynamic, other market pricing information, in depth portfolio 
analysis and relative value tools. The mid-market price of 72.5 was used for purposes of 
margining the CDS protection with AIG. 

• BROD 2005-1 A A1 NA and A1 B1 are pari passu super senior tranches from a 2005 
vintage high grade CD 0 issued in late 2005. The underlying portfolio was 80% RMBS, 
comprised of subprime (45%), alt-A (26%), and prime (9%), with the other 20% of the 
portfolio comprised mostly of CDOs. Over 90% of the collateral was issued in 2005 and 
had original ratings of trip!e-A (25%), double-A (47%) and single-A (27%). Informed by 
our market making activities in RMBS and other products, Goldman Sachs used the 
large amount of available trade Information to price the underlying assets. The result of 
this analysis was an average price of $57 for 2005 collateral and $70 for 2004 vintage 
collateral arriving at an NAV of 57 cents on the dollar. 

The super senior class comprised approximately 84.0% of the overall CDO capital 
structure. The leakage was estimated to be approximately 4.0% of the super senior 
class face amount on this date. Therefore, the NAV-based calculated value was 64.4 
(i.e., 57.5 / 84.0 - 4.0). 

Incorporating the market supply/demand dynamic and other market pricing Information, 
our bid and offer for BROD 2005-1A AINA and A1B1 was 55 / 65. The mid-market price 
of 60 was used for purposes of margining the CDS protection with AIG. 

• SCF 8A A1 NV Is an early 2006 vintage mezzanine super senior CDO. The underlying 
portfolio was 88% RMBS, comprised mostly of subprime (73%) and alt-A (14%) with the 
other 12% of the portfolio consisted mostly of CDOs and CMBS. More than 85% of the 
collateral was issued in 2005 or later and had original ratings of triple-B (98%), and 
single-A (2%). Informed by our market making activities in RMBS and other products, 
we used the large amount of available trade information to price the underlying assets. 
The result of this analysis was an average price of $43 for the RM BS. $86 for the CMBS 
and $5 for the CDOs, resulting in a portfolio NAV of 41 cents on the dollar. 
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The super senior class size was 68.1% of the overall CDO capital structure. We 
estimated the leakage to be approximately 10.6% of the super senior class face amount. 
Therefore, the NAV-based value was 49.4. 

Incorporating the market supply/dertiand dynamic and other market pricing information, 
our bid and offer for SCF 8A AINV was 37.5 / 47.5. The mid-market price of 42.5 was 
used for purposes of margining the CDS protection with AIG. 

Although we did not conduct the sa me level of analysis as the January 2008 exercise 
summarized above, throughout the course of our collateral dispute with AIG we perfomted 
analyses of comparable transactions and actionable bids and of fers using a similar 
methodology. 

Conclusion 


We believe that our marks on the GS-AIG trades were accurate for a number of reasons, 
including: 

• As we have demonstrated, our fair value marks were based upon the best available 
market information at that time because we were an active market maker in cash and 
credit default swap mortgage products throughout 2007 and 2008. 

• We were willing and ready to make a two-way market. If AIG believed that our marks 
were too low relative to the rest of the market, it could have bought additional risk at 
those significantly lower prices. It did not. 

• We told AIG that it could offer our prices to other counterparties in an effort to find 
clearing levels for the specific reference obligations if it was not interested in adding risk . 

• The prices at which we marked the securities were consistent with the prices we had on 
similar securities that we held in our inventory. 

• We used consistent prices to post collateral to clients on the other side of the AIG 
transactions. 

• We felt confident enough in the accuracy of our marks to pay a premium to other 
financial institutions in order to hedge our uncollaterali zed credit risk to AIG. 

We questioned AIG’s view of the value of super senior CDO risk they insured because: 

• We provided our individual marks to AIG on a daily basis, but AIG did not provide us with 
its marks, despite repeated requests to do so. This was not consistent with how other 
counterparties looked to resolve valuation disputes. 

• AIG stated on numerous occasions in our discussions with them that they were not 
actively trading in the market. 

• AIG depended on third party marks but confirmed on multiple occasions that it could not 
buy or sell on those prices. In other words, the marks they cited were not actionable. 

• During early discussions with AIG, they stated they were looking at their positions on a 
“more fundamental" basis and were accordingly not incorporating actual current market 
values. 

Indeed, as AIG stated during its testimony before the FCIC, it did not have an internal pricing 
system to value the securities on which they sold credit protection until December 2007. 
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FnHn: Swenson, Michael 

Sent: Thursday, May 31. 2007 12:35 PM 

To; Gaddi, R<A)ert 

Subject: RE: Stark CDO CDS pcrtentia! trade 5^1 


You need to manage their opinions on marks - that has been fully vetted over here 


Frem: Gaddi, Robert 

Salt: Thursday, May 31, 2007 12:34 PM 

To: Sw&tsxi, hVdiael 

Subject: RE; ^tkCDOOTS potentititrade ^31 

I know. Just stating that 1 want to team up wth you guys. It is based on the simple fru^ation I've had with Staik They 
are printing business and we cani seem to hit. Like I said yseterday: 

NIMs 

Reremic NIMs 
Residuals 

Whole loan packages 
CDO equity 

Their c^inions on ixjr marks 
The list is long. 


From: Swensort. Michad 

Sent: Thiu^lay, May 31, 2007 11:30 AM 

Te: i^ddi, Rt^Mrt 

Subjedh RE: Stark COO CDS potential trade 5/31 

You make it sound like it is impossible - this trade ia not broadly disseminated (we 
can not print a lot of it and many people aak for it) 


From: Gaddi, Robert 

Sent: Thursday, May 31, 2007 12:29 

To: Swenson, Micnad 

Subject: RE: Stark COO COS potential trade 5/31 

I am trying to work with you guys. 


Prom: Ssveison, Miduei 

Sent: Thursday, May 31, 2007 11:27 AM 

To: Gaddi, Robert 

Subject: RE: Stark CDO COS potential trade 5/31 

Ok 


Fttrni: Gaddi, Robert 

Sent: Thursday, Nay 31, 2007 12:26 m 

To: Swenson, Michael 

Subject: RE: Stark COO COS potential bade 5/31 

OK. Fair enough. I'd like you to warhead any call. 


From: Swenson, MIchad 

Sent: Thursday, May 31, 2007 1 1 :23 AM 

To; Gaddi, Robert; Otfrv Edwin; Salem, Oeeb 
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Subject: Stark 0X3 a>Spotn»^ trade S/31 

Frankly we believe we are best in class and have numerous data from 
controllers, collateral fxjsting and markit data (the company not market) 
that reflect upon this. This process is thoroughly reviewed by all 
levels of senior management at GS. 

However, they are the client and they are allowed to feel that way . . . 
Unli)ce other dealers we stand by our marks and are willing to transact 
in the context of our marks, we are happy to address that if they wish. 

We also do not mark our book wide if we are long protection and tight, if 
we are short, we mark to market. 


FitHR: Gaddi, Robert 

S«it: Thursday, May 31, 2007 12:17 PM 

To: Oiln, Edwin; Satem, Deeb; Swenson, Michael 

Sul^ect: Stark OX) CDS potential trade 5/31 

Stailt has an interest in hxdcing m this trade; but here is an (Msstacie diat we need to address: 
They feel Goldman is very inconsistent In the single name HEL CDS mart^s that we provide 
them. We are drastically different in marking posidons ver^ other cteaiers. It is an 
annoyance that would potentially limit their interest in putting on incremental CDS trades. I 
can name specific examples if you virouid like. Please advise. 


Oddrrivi, Sachs & Co. 

71 South WacKer Orive, Suito 500 Chicago. IL 60606 
rti: 31 2-6S5-489S | Pax: 31 2-6SS-S368 
»-inall; roberl.gaddi^gs.coni 

GoUloian 

Sact» 

Robert S. Gaddi 
vice President 

Rxed income Currertcy & Co mm od i lies Division 
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From: Swenson, Michael 

Sent: Thursday, June 07, 2007 9:34 PM 

To: Lehman. David A. 

Subject: Re: BSAM Post 


No not really 

Original Message 

Prom: Lehman, David A. 

To; Swenson,. Michael 

Sent: Thu Jun 07 21:20:03 2007 

Subject: Re: BSAM Post 

Ur fired up tonight 


* Redacted die PeriMBeirt 

Sobeomaittte oa lavest^atiMi 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street I New York, NY 10004 
Tel: 212-902-292? ! Fax; 212-902-1691 

e-mail: david.lehinan@gs.com 


— - — Original Message — 

From: Swenson, Michael 
To: Lehman, David A. 

Sent; Thu Jun 07 21:15:35 2007 
Subject: Res BSAM Post 

He is done 

— — Original Message 

From; Lehman, David. A. 

To: Swenson, Michael 

Sent: Thu Jun 07 21:13:37 2007 

Subject: Re: BSAM Post 

I disagree on this one 

Let's talk tomorrow 


David A. Lehman 
Goldman, Sachs a Co. 

05 Broad Street I New York, NY 10004 
Tel: 212-902-2927 ! Fax; 212-902-1691 

e-mail: david. lehmanGgs < com 
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Original Message 

From: Swenson, Michael 
To: Lehman, David A. 

Sent; Thu Jun 07 21:11:47 2007 
Subject; Re; BSAM Post 

A lot 

Original Message 

From: Lehman, David A. 

To; Swenson, Michael 

Sent; Thu Jun 07 21:10:35 2007 

Subject: Re: BSAM Post 

How much do u want to mark him by? 


— Redacted by ^ ^rauent 

SnbcoffliDittteoB Iimest^aticmi 


David' A. Lehman 
Goldman, Sacha & Co. 

05 Broad Street ! New York, NY 10004 
Tel: 212-902-2927 I Fax; 212-902-1691 
e-mail: david.lehmanSgs.com 



Original Message 

From: Swenson, Michael 
To: Lehman, David A. 
sent: Thu Jun 07 21:09:43 2007 
Subject: Re: BSAM Post 

We need to mark him he is the biggest elephant by fat and it has an ire?>act on the m$atket 

— — Original Message — — 

From: Lehman, David A. 

To: Swenson, Michael 

Sent; Thu Jun 07 21:07:36 2007 

Subject: Re: BSAM Post 

Told Bgol I’m comfortable w/ the prices, especially, when u include the 5 pt HC 
Don't think marling him down 1 or 2 pts makes sense or sends the right message 
I wud run it by Dan and get his take 

He already took the riskiest tranche off the line and we just have the 60-90 and 80-90 
tranche 

If Sparks feels like u and Egol I wud go for it, but my opinion is that the Firm is 
appropriatley protected w/ current HC and mark 


David A. Lehman 
Goldman, Sachs & Co. 
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Original Message 

From; Swenson, Michael mmmmm" Redacted b)' tfic PermaMBt 

To: Lehman, David A. Sabcemestttec OB lavotigatkne 

Sent: Thu Jun 07 20:59:12 2007 

Subject: Fw: BSAM Post 

I am on the same pageas egol we nEed to mark hinin 

Original Message 

From: Mullen, Donald 

To: Swenson, Michael; Lehman, David A. 

Sent: Thu Jun 07 20:52:43 2007 
Subject; Fw: BSAM Post 

Fyi 


Original Message — 

From: Ouderkirk, Gerald 

To; Mullen, Donald; Roberts, William; Brafman, Lester R 

Cc; Davilman, Andrew 

Sent; Thu Jun 07 17:44:11 2007 

Subject: BSAM Post 

Got an incoming from BSAM today via Davilman. It sounds like given the noise around his 
fund and the requests for redemptions, he vtould be open to entertaining bids on select 
positions in his portfolio. He sent over a list of holdings in his two funds: High Grade 
Structured Credit Strategies & High Grade Structured Credit Strategies Enhanced Leverage. 
The 'Structured Credit' portion of these fund names is a bit of a misnomer given they 
contain almost entirely ABS CDO positions. A brief look at the credit positions in these 
two funds indicate that they are below average at best; lots of Highland, some Mariner, 
hardly any super senior and quite a few middle market exposures. In total these two 
portfolios add up to roughly llbil in total exposure after leverage. It goes without 
saying that if this portfolio were to be released into the market the implications would 
be pretty severe. While we think that this is a very low probability given he has been 
granted a freeze on ceden^tions, it is clear that about 30% of his investors want out. 

Kis plan Is to commence a controlled sell-down to lower leverage and cash people out 
slowly. He feels given his redemption freeze, he will not be a forced seller. We are 
going. to try to show a handful of bids in on his CLO line items to test willingness to. 
sell and curry some good favor. We should know a lot more once we see his response to our 
bids. Will keep you all posted. 

-Jerry 


Jerry Ouderkirk 
Goldman, Sachs £ Co. 

Secondary CDO & Cat Bond Trading 
One New York Plaza, SOth Floor 
New York, NY 10004 

Tel: (212) 902-8140 
Fax; <212) 428-3341 


DISCLAIMER 

© Copyright 2007 The Goldman Sachs Group, Inc. All tights reserved. See 
http://www.g 3 .com/disclaimer/email-salesandtrading.html for iit?iortant risk disclosure, 
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From: Chin, Edwn 

Sent: Thursday, June 07, 2007 9:49 AM 

To: Swenson, Mikael; Salem, Deeb 

Subject: RE; 


I had drinks with PK at ellington yesterday and he is looking to add at least about $500MM 
of BBB risk in the near term. I mentioned there was a hedge fund on the side and he was 
very axed to do something. He is also axed to sell protecton on dicey single-A names. 

Original Message 

From: Swenson, Michael 
Sent; Thursday, June 07, 2007 9;34 AM 
To! Salem, Deeb; Chin, Edwin 
Subject! RE: 

We need to be careful 

Original Message 

From: Salem, Deeb 

Sent: Thursday, June 07, 2007 9:30 AM 
To: Swenson, Michael; Chin, Edwin 
Sub j ect : Re : 

Should we also send an email to select sales people in the ntg salesforce saying that we r 
looking to buy a block of single name protection vs a cdo OUT OF COMP? Its a no lose 
situation. . .either we get some sn protection that we want or we gave these guys a chance 
and nobody can say we aren't working with them 


Sent from my BlackBerry Wireless Device 


— — Original Message — 

From: Swenson, Michael 
To: Salem, Deeb; Chin, Edwin 
Sent! Thu Jun 07 09:05:43 2007 
Subject: RE: 

Great idea 

— - — Original Message — - — 

From: Salem, Deeb 

Sent: Thursday, June 07, 2007 9:04 AM 
To: Swenson, Michael; Chin, Edwin 
Subject: 

We need to go to magnetar and see if we can buy a bunch of the cdo protection. Nice thing 
about it is that they have low cpn trades that we can step into. 

Can tell them we have a protection buyer, who is looking to get into this trade now that 
spreads have tightened back in 


Sent from my BlackBerry Wireless Device 


P.rmmwHt Sebcommittct on lavesUeatioBS 

Wall Street A The Financial Crisis 
Report F ootnote #1755 
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From: Swenson, Michae! 

Sent: Friday. June 08, 2007 11 .IS AM 

To: Case, Benjamin; Chin, Edwin; Salem, Deeb 

Subject: RE: CDO CDS protection offws 


Want to slow down on cdo protection offers 


Fiwn: Case, Beryantin 

Sent: Wednesday, June 06, 2007 6:14 m 

To: CKn, Edwin; S^»n, Oeti); Swenson, i^chael 

Suidect: CXX7 CDS protsOion offers 

Here’S what I'm tfiinking for offers for protertion for Fortis (vrfio said they want to buy protection on names like G^rn 
Mezz, Sherwood, and Glacier in the 700‘8(K} range) and Pardus (new to the CDO mat1<et and likes the idea of seeing 
a slice of iN'otection frc^ our boc^ as a package) - you gu^ (A with this? 

25 names, a name, offer protection as a package al +750. Can kick out up to 3 names if they want and keep 
the same level on die pac^<age. 

TOPG 2006-2A B 
8FCGE 2006-1AA3L 
CRNMZ a)06-2AC 
SHERW 2005-2A C 
IXCB0 2006-2AC 
MNPT 2006-2A A4 
CAMBR 6A D 
PINEM 2006-AA C 
DUKEF2006-10AA3 
TOURM 2006-2A D 
GEMST 2005-3A G 
CRNM2 2006-1A 5 
BFCSL 2006-1A D 
TOPG 2005-1 A B 
GSCSF 2006-1 A B 
DUKEF2005-9A A3V 
HGCDO 2006-1 AC 

SHERW 2006-3A A3 (this name only for Fortis since they specifically asked for it, not for others) 

ALPHA 2007-1 A 5 
FTDR8 2005-1A A3L 
RIVER 2005-1A C 
LHILL 2006-1 A A3 
BARM 2006-1 AC 
GLCR 2006-4A C 
BWIC2006-1AC 
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From: 

Sent: 

To; 

Subject: 


&ven^n, Michael 

Sunday, June 10. 2007 3:56 PM 

Salem, Deeb; Bhavsar, Avanish R; Chin, Edwin 

Re: CDS on CDOs 


Really don't want to offer any 

Original Message 

From: Salem, Deeb 

To; Bhavsar, Avanish R; Chin, Edwin? Swenson, Michael 
Sent: Sun Jun 10 13:21:03 2007 
Subject: Re: CDS on CDOs 

Not sure if we have any to offer any more. Let's discuss monday 


Sent from my BlackBerry Wireless Device 


Original Message — - — 

From; Bhavsar, Avanish R 
To: Salem, Deeb; Chin, Edwin 
Sent; Sun Jun 10 12:07:08 2007 
Subject: Fw: CDS on CDOs 

Can I get levels gor chad thx 

Original Message 

From: C. Klinghoffer <cklinghoffet8glenviewcapital.coin> 

To: Bhavsar, Avanish R 

Sent; Sun Jun 10 12:05:58 2007 

Subject: Re: CDS on CDOs 

«Glenview_^Disclaimer . txt» 

K thanks 

Original Message 

From: Bhavsar, Avanish R <avani8h.bhavsar@gs.com> 

To: C. Klinghoffer 

Sent: Sun Jun 10 12:02:51 2007 

Subject: Re: CDS on CDOs 

I can get mon, range 6~900 roughly 

— — Original Message — 

From: C. Klinghoffer <cklinghoffer0glenviewcapital.coro> 

To: Bhavsar, Avanish R 

Sent: Sat Jun 09 18:59:08 2007 

Subject: RE: CDS on CDOs 

hey av, what levels are these at? 


From: Bhavsar, Avanish R [inailto:avanish .bhavsarBgs . com] 
Sent: Thursday, June 07, 2007 3:10 PM 
To: C. Klinghoffer 
Subject: CDS on CDOs 


Deal Name Tranche Rating 
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BFCGE 2006- lA 

A3L 

A 

BWIC 2006-lA 

C 

A 

CAMBR 6A 

D 

A 

CBCL 15A 

C 

A 

CBCL 16A 

C 

A 

CRNMZ 2006- lA 

5 

A 

CRNM2 2006-2A 

C 

A 

DUKEF 2006-10A 

A3 

A 

ETRD 2006-5A 

A3 

A 

GEMST 2005-3A 

C 

A 

GLCR 2006-4A 

C 

A 

HGCDO 2006-lA 

c 

A 

HLCDO 2006-lA 

c 

A 

ICM 2005-2A 

c 

A 

IXCBO 2006-2A 

c 

A 

LRDG 2006-lA 

c 

A 

PINEM 2006-AA 

c 

A 

RIVER 2005- lA 

c 

A 

SHERW 2005-2A 

c 

A 

SMSTR 2005-lA 

B 

A 

TOPG 2006-2A 

B 

A 

TOURM 2006-2A 

D 

A 

ALPHA 2007-lA 

3 

AA 

ACCDO lOA 

B 

AA 

CAMBR 5A 

A3 

AA 

CBCL 15A 

B 

AA 

DUKEF 2006-12A 

A2 

AA 

.SHERW 2005-2A 

B 

AA 

TOURM 2005- lA 

HI 

AA 
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--- ftodMttdbytliePcnDaMBt 

SobCWBRlttCC W iBVMtIfitiOn 


Avanish R. Bhavsar 
Managing Director 
Capital Structure Sales 
Securities Divison 


Goldman, Sachs i Co. 

1 New York Plaza SOth Floor | New York,. NY 
Tel: 212 357-6405 } Cell: 
e-mail} avanish. bhavsar@gs . com 


10004 


® Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See 
https/Zwww.gs. com/disclaimer/email-salesandtrading.btml 

<http}//www.gs.com/disclaiiner/eniail-salesandtrading.htna> for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged. information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.com/di8claimer/email/ 

•<https //www.gs . coin/diaclaimer/etnail/> for further information on confidentiality and the 
risks of non-secure electronic communication. If you cannot access these links, please 
notify us by reply message and we will send the contents to you. 
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Fiwn: 

Sent: 

To: 

^b|8Ct: 


Satem, Oeeb 

Wednesday, June 13, 2007 9:59 AM 

Case, Benjamin; CNn, Edvwn; Swenson. Michael 

RE: COO protecaiCMi 


too late! 


Case, Senjamtn 

Sent: ' Wednesday, lune 13, 2007 9:58 AM 

Te: Chin, Edwin; Salem, Deed); Swenson, MIchad 

S(dd«cb FW; COOfxotecdon 


Awn: Cagnassota, Midiad 

Sent: Wednesday, Tune 13, 2007 9:50 AM 

To:' Case, Sen^min 

Cc: Hanoxk, Samuel; Cagnassola, Michael 

Sui^ect: CDOpixxecdon 

Dwight is looking to buy protection on cdos 
AA <» A tr^he 
>5% secemds 
Highitv 

Michael A. Cagnassota 
Gkifdman Sachs & Co 
Mortgage Sales 
212-902-4570 
800-242-4796 
212-902-0686 Fax 
mlchael.cagnassoia@gs.coni 
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From: Babikian, Aram 

Sent: Tuesday. June 1 2, 2007 6:06 PM 

To: Salem, Dseb; Davilman, Andrew; Swenson. Midiael; ficc-abs-desk; Nehushtan, Liran 

Cc: ficc-vaiuations-ny: Fan, Ronald; Lin, Jennifer C. (NY); Fredman, Sheara; Fortunate, Salvatore 

Sub|ect: RE: Please advise- Client challenging marks 

CC'ing controllers 

TMs message may contain information thta is confidential or prMeged If you ue not the intended recent, please acMse die sender immedately and delete dils 
message. See fw fuidier Infwmatlon on confidenlfallty and the rista inherent si elechonic communiesdon. 


From: Salem, Oeeb 

Sent! Tuesday, June 12, 2007 6:05 PM 

To: Babikian, Aram; Oaviiman, Artdrew; Swenson, Midtael; ftcc-abs-desk; Nehushtan, Liran 
Cc! ficc-valuadons-ny; Fan, Ronald; Un, Jennifer C. (NY) 

Subject RE: Please advise- Qi^t challenging marks 

marks should come thru in the reports being generated tonight 


From: Babiidan, Aram 

Sent: Tuesday, June 12, 2007 6:04 PM 

To: Daidiman, Andrew; Swenson, Michad; ficc-abs-desk; Nehushtan, Liran 
Cc! ficc-valuations-ny> Fan, Ronakf; Un, Jennrte-C. (NY) 

Subject: RE: Please advise- Client challenging marks 

Michael, 

Has the system been updated with the new marks? 

Regards, 

Aram 

This mottage may contain information Ihtf is oonlidantlaf or prtyffsgad. If you er» not the intendad reefpiont. piaasa advisa the aender 
Immediats^ and dalata this mesaaga. Saa h^to://w»nv■aaJ5onVt68c^Mna^^mal^ for fuithar infeimalion on oonlidaniia^ and lha nsks htharant in 
eiactronlc oommunica^. 


From: Davilman, Andrew 

Sent: Tuesday, June 12, 2007 12:39 PM 

To: Babikian, Ar^i; Swenson, Michael; ficc-abs-desk; Nehushtan, Liran 
Cc: ficc-valuations-ny; Fan, Ronald; Lin, Jennifo’ C (NY) 

Subject: RE: Please advise- Oient challenging marks 

will these updated marks go out to the client? 


From: Babiidan, Aram 
Sent: Monday, June 11, 2007 3:06 PM 
To: Swenson, Michael; fIcc-abs-desk; Davilman, Andrew 
Cc! ficc-valuatjons-ny; Fan, Ronald; Un, Jennifer C. (NY) 
Subject: RE: Plea^^jfw}^^jjgn^2i2i!2S2i2™i22£j2^— 
PermaBent Subcommittee on Investigation 
Wall Street & The Financial Crisis 
RcDOrt Footnote #1763 
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Michael, 

Thank you very much. 

“CC'ing compliance- 
Jennifer, 

Please be advised that GS needs to chsmge their marks on the below trades due to a price 
disagreement. 

Trading has agreed to change below marks in yellow. 

Please approve. 


QS Reference # 

Product Type 

B/S 

Credit Marketmef Ob 

CUSiP 

Cur 

SOB98 17281 44 

Mtg Default 
Swao 

Buy 

FHLT 2005-1 M9 / FRHE0501 

M9 

35729PJK7 

USD 

SDB981024636.1 


IQ 



USD 

5DB981644490.0 


IQ 

^ABS 2005-NC2 M9 / 
\4ABS05N2 M9 

57643LMYS 

USD 

SDB981644493.1 

«.4tg Default 
Swao 

n 

^ABS 2006-NC1 M9 / 
MAB06NC1 M9 

57643LNQ5 

USD 


New marks per GS trading desk: 

FHLT 05-X M9 +547 will change to +750 

FHLT OS-B MIO +747 will change to +950 

MASS 05-NC2 M9 +565 on 5/17 this traded at +480 -• mark will be 

480 as it was unchanged after 5/17 

MASS 06-NCl M9 +1001 offered at +1150 on 5/30 we did not trade or 
cover ' mark will be 1150 since it was unchanged. 

Thank you very much. 

Regards, 

Aram 


From: Sw«ison, Michael 

Sent: Monday, June U, 2007 2:14 PM 

To; Swenson, Michael; Babikian, Aram; ficc-abs-desk; 

Da>rfhnan, Andrew 

Cc: ficc-valuations-ny 

Subject: RE: Please advise- Client (Jialtenglng marirs 

FHLT 05-1 M9 +547 will change to +750 

FHLT 05-B MIO +747 will change to +950 
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From: Swenson, Midiae! 

Sent: Monday, June 11, 2007 1:04 PM 

To; Babikian, Arasn; ficc-abs-desk; Davilman, Andrew 

Cc! ficc-valuadons^y 

Object: RE: Please advise- Client diallenging matics 


FKLT 05-1 M9 

+547 

we will 

be 

back to you 

PHLT 05-B MIO 

+747 

we will 

be 

back to you 

MASS 05-NC2 M9 

+ 565 

on 5/17 

this 

traded at +480 
MABS 06-NCl M9 

+1001 

offered 

at 

+1150 on 5/30 we 

did not 

trade or cover 


From: Babildan, Aram 

Sent: Monday, June 11, 2007 12:51 PM 

To: ftcc-abs-desk 

Cc: flcc-valuattons-ny 

Subject: Please advise- Oient challenging 

marks 


8S Reference # 

Produ<^ T^ 

B/S 

Credit f 

SDB981728144 

\^tg Default 
Swao 

Buy 

FHLT 21 
SAQ 

508981024638.1 

N4tg Default 
Swao 

Buy 

=HLT2i 

S410 

5DB981644490.0 

S4!g Default 
Swao 

Buy 

V4ABSs 

V1ABS0 

808981644493.1 

S4tg Default 
Swao 

Buy 

yiABSl 

^B06( 


Team, 

We show the above marks for COB 
31 MAY2007. iTie Client has comeback to 
us and has challenged the marks. Do you 
stand by the above or is the system incorrect? 

Thank you. 

Regards, 

Aram 

This meseaga may contain inlormation liisi w cwifiasntial or 
privttoged. I< you an not the intenaed recipient, please advise 
die sender immedistely and delete Ms messes. See 
>tlpy6!Ww.qs.oofrVdisclalrT>er/ernaa tor further blonn^ion on 
conridentlallty end the risks Inherent In eleirtronlc 
communication. 
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From: Swensoi, Midia^ 

Sent: Tuesday, June 12. 2007 12:26 PM 

To: Salem, Deeb 

Subject: FW: CDS 


1 tild him 4:15 be ready 


From: Mazumdar, San^y 

Sent: Tuesday, ^ne 2(K)7 12:10 m 

To: Swenson, Michad 

Cc: Forums, Satvatxni! 

Sut^ect: COS 

Mike- 

Given recent gyrations In the ABX and CDS markets when can i come by to discuss how you are marWng the bock 
tonight. 
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Frpm: 

Sent: 

To: 

Subject: 


Swenson, Michael 

Tuesday, June 19. 2007 6:26 PM 

Fortunato, Salvatore 

Re; A3 sut^rime bonds in translUon account 


Tier 4 bonds talk with deeb 

Original Message 

From: Fortunate, Salvatore 

To: Swenson, Michael 

Sent: Tue Jun 19 18:20:06 2007 

Subject: RE; A3 .subprime bonds in transition account 
Mike, 

These levels look quite wide. Do you have any specific market color that points in this 
direction? 


From: Swenson, Michael 

Sent: Tuesday, June 19, 200? 6:02 PM 

To; Fortunato, Salvatore; Fredman, Sheara 

Cc: Swenson, Michael; Lehman, David A. 

Subject: A3 subprime bonds in transition account 

fyi 


« File; Bookl.xls » 


Confidential Treatment Requested by Gold 


Permanent Subcomroittte on Investigations 


Wall Street & The Financial Crisis 
Report Footnote #176S 


GS MBS-E-012458169 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01397 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




1394 


Footnote Exhibits - Page 3652 


From: 

Sent: 

To: 

Cc; 

Object: 


Egol, Jonathan 

Friday. June 08. 2007 3:46 PM 
Sparl^, Daniel L 

Sv^nson, Michael; Lehman, David A.; Srafman, Lester R; Egol. Jonathan 
BSAM mark recap 


We lowered die marte on 4 borKJs dovm 2 pts each: 

TWOLF 071 A1B 98 {from 100), BSAM has $200mm 
TWOLF 071 A1C 95 {from 97). BSAM has $100mm 

OCT/y^S 062 A3A 90 (from 92) -- not sold to them GS but moved $40mm aito our line 

ABACUS 06HG1 A AMSS 85 (from 87), BSAM has $l35mm 

I talked to Saunders re: rationale for these made changes, can post ycat live if there are any questions. 


Goldman, Sshs & Co. 

85 Broad Short } New York, NY 10004 

-fl 212 357 3349 | mobile; 9174BHHi|f fax: 4-1 212 428 1247 
e-mail; jonrthan.0gd@gs.com 

Coldiitaa 

SikIk 

Jonathan II. Egcrt 
Slruclurod Products Trading 


■ Redacted by tbe Pemanrat 
tebconmlrtee m 


9 Copyr^hl 2007 llw Gddman Sachs Group, tr>c. AJ! dghts reserved. 

See htt>JAw>w.qs.cemfttt5da!rnytefnall-sfl i^gyy|trfftftrK) ^ In^rtant risk dsdosure. conflicts of hteresi and other terms and conditions retattng b 
this e-mail and your reliance on information contained In it This message may contain confldenUal or privileged Information. If you are not the btexled 
red(^t please advise us Immediately and delete message. See htto;/^»ww ^B.co^^nb^sc^ai^r>ef/efnall/ for further hfor ma U on on confidenlirtity and the 
rrrtcs cd non-secure electronic cemmunicalion. If you cannot access these links, pteasa notify us by reply message and we wH send the contents to you. 
fills material has been prepared spedflcatly for you by the Fbced income Trading Department artd is not the product of Fixed Income Research. We are not 
soNdting any action based upon this material. Opinions exFxessed are oie preserrt ^ir^ons only. The material is based upon information which we consider 
reliable, but we do twt represent that it is accurate or con^lete, and it shouU nrt be reBed upon as such. Certain transactfors, induding those involving 
futures, options and high yield securifles, give rise to substantia! rfsk wd are no4 suitable for all investors. We. or persons Involved In the pr^iaration or 
issuance of this material, may from time to time, have long or short posltons in. «id buy or sefl. the securfttes. futures. opBNu or other Instrumenls and 
investments ideniicrt wtth or related to those mentioned herein. Goldman Sachs does not provide accounting, tax or legrt advice: such matters rtwuld be 
.discussed with yod advisors and or counsel. In addition, we mutuafly a^ee tort, sutsject to applicable law, you may disclose any and all aspecis of this 
materfai that are necessary to support «iy U.S. federal Inoome tax bmflts, without GoMttun Sachs knposing any Hmftatlm of any tend. This material has 
been issued by Goldman. Sachs & Co. arK) has been approved by Goldman Sachs Intemattonal. vtoich is regulated by The FInancIrt Swices Authortty, In 
connection with its distribution in the United Kirrgdom and by Goldman Sachs Canada In connecifon with Its dtstTfoution in Canada. Furtoer Informabon on 
any of toe securities, futures or options mentioned In this material may be obtained t^on request arfo for tNs purpose persons In Italy shortd cwtact 
Goldman Sachs S.I.M. S.p.A. bt Milan, or at Its London branch ofllee at 133 Fleet Street 

fiys ma^al does not evidence or menorlallze arty agreemertt or legally bindittg commitment between any parlies and does not constitute a conbaet or 
commilmwt to fawnde any llnancdng or underwriting. Any financing or undwwilino Is subject in aS respects to internal credit approval at Goldman Sachs, 
aid is subject to, among (^9 toings, toe completion of documentation In form and substance satisfactory to Goldman Sachs. 
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From; 

Sent: 

To; 


Egol, Jonathan 

Thursday, June 07. 2007 11:00 AM 

Spades, Daniel L 

FW: 


Attachments: Bookl2.xls 


GS exposure to BSAM as of today, ABACUS mwk corre«ed to 87 handle. 


Malloy, &«nne 

Thyrsday, June 07, 2QQ7 11:00 AM 
Tourre, FaMce; Egol, Jortatnam; Case, Benjamin 
Davliman, Andrew 



Bookl2.x[s 


From; 

s«ie 

To: 

Cc: 

Sui^ect: 


Permanent Sitbcominittet on InvestigatioBS 

Wait Street & The Financial Crisis 
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VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01399 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



1396 


Footnote Exhibits - Page 3654 


From: Williams, Geoffrey 

Sent: Tuesday. June 12, 2007 8:39 AM 

To: Spai1(s, Daniet L 

Subject: Re: BSAM Exposure Summary 


Marks for everything but the correlation positions are taken from work egol did last 
thurs. Correlation marks are as of friday's cob. 

Original Message 

From: Sparks, Daniel L 
To: Williams, Geoffrey 
Sent: Mon Jun 11 22:51:22 2007 
Subject: RE: BSAM Exposure St^mary 

Marks look stale 


From: Williams, Geoffrey 

Sent: Monday, June 11, 2007 10:20 PM 
To: Sparks, Daniel L 

Cc: Swenson, Michael; Birnbatim, Josh; liehman, David A. ; Salem, Deeb; Egol, 

Jonathan; Kaufman, Jordan 

Sxtbject: BS^ Elxposure Summary 

Dan — the attached spreadsheet stunmatizes all non-corporate cash/synthetic 
positions that BSAM's two high grade funds currently have on with 6S either directly or 
through the repo desk. The spreadsheet also includes a separate tab which details each of 
the 225 individual positions <of which 86 are corporate related) . Let us know if you have 
any questions or would like to see any additional analysis. 

« File: BSAM Exposure 200706ll.xls » 

Goldman, Sachs & Co. 

85 Broad Street i New York, NY 10004 
Tel: 1212) 357-0818 I Fax: (212) 493-9565 
e-mail: geoffrey.wlXllam56gs.com 

Goldman 

Sachs 

Geoff Williams 
Structured Products Trading 


® Copyright 200? The Goldman Sachs Group, Inc. All rights reserved. See 
http://wvrw.gs.coin/disclaimer/email-salesandtrading.html for Impoxtant risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on Information contained in it. This message may contain confidential of 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.com/disclaimet/email/ for further 
information on confidentiality and the risks of non-secure electronic conmunication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 
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From; Young, Greg 

Sent: Tuesday, June 12, 2007 7:08 PM 

To: Broderick, Craig 

Subject: 8S^ Buliet Pointe 


BSAM Bullet Points 

Last week, GS learned Uiat BSMi! High Grade Structured Credit Strategies Enhanced Leverage Master Fund su^nded 
redemptions at the end erf F^miary. The redemption requests at that time totaled $250mm. 

Tlte fund strategy is essentisrfiy a 'cany boerft', trading primarily AAA and AA CDOs. 

GS positions with die fund inc^de mainly repo and CDS. We have 6-month committed financing with the fund via our 
R^}OS (a large part of the book). We committed to the 6-month financing b/c the deals financed were Goldman deals. 

"Hie fund is primarily long CDOs via repo ($330mm of $425mm) 

The fund is somewhat short CDOs via the CDS book {$l94mm of $1 ,089mm) 

GS has similar positkms vrith the High Grade Structured Credit Strategies Master Fund. 

BSAM is currerrfly in the process of relating their perfonnence figures for April, from down 5% to down 10%. This was 
due to many dealers changing the ^y they are marking thw R^)o positions. They said performance rebounded in May, 
being 1 .75%, so YTD performance ^rauld be roughly -14% as Ow end of May. 

TTie GS Repo desk re-marked positions on Thursday. Collateral calls of $13mm were sent and paid that afternoon. 
BSAM also met calls on Friday. 

On Monday, calls erf $6.8 mm were issued to the Enhanced Fund. $2.4mm of this was not met. The portion not met vras 
associated primarily vnth the remarking of two CDOs (Abacus and "Octan" - not sure of the spelling cm the second) 

In conversations on Monday with the PM, Ralph Cioffi, GS learned rfie following 

The hjnd had approximately $3&nm of cash and $66mm of liquid securities. 

The fund had over $ 60 mm of calls on Monday, but that the m^ority of the calls had been extended 
Hie fund hoped to organize a meering rrf ite 17 or so repo dealers to arrange a period of forbearance for 8 weeks 
v^iie it liquidated assets 

The fund h^>ed to raise an incremental $200mm tfvough liquidations 
BSAM reported NAV of $991 mm, Total balance sheet assets of $6.3 Bn 

additional call of $1mm was issued on Tuesday morning, for a total call of $3.45 for Enhanced (and also total $2.3mm 
for Master) 

The fund met the call in full at approximately 5:00 pm on Tuesday evening. 

On Tuesday, GS discovered an incremental $4.7mm In collateral relating to COS that should be called from the 
Enhanced fund (and an incremental $2.9mm from Master Fund). This amount will be intx^porated into Wednesday 
morning’s caH. The Incremental margin call should be less riian this amount because before giving effect to this change, 
GS was holding excess cdlateral. 

For borii repo and CDS business, GS is currently fully coll^eralized. Open collateral calls are related to replenishing the 
maintenance margin, in all cases, initial margin / haircut exceeds the margin calls. 

Settlement falls: both funds did fail to pay yesterday on a number of CO trades which is quite unusual (12 fails r^ned 
yesterday for two counterparties who have a total of 30 outstanding for CDs). They do have until 5:45 today to send 
payments. As of 5 pm, Treasi^ has not received anythir^. No fails are currently outstanding for (rfhar produrrf areas or 
regions. Amounts are af^roximately $110,000 for the Enhanced fund and $45,000 for the Master Fund. 
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BSAM Is implementing a volurtary liquid^n erf [Warehouse facility? Still chedeing with Daviiman]. BSAM tselieves it 
wifi free up $1 35-1 40mm of liquidity diey had pelted as haircut. Bids are due Thursday 1 0am. SetUement be either 
T+3 or T+4. They need to vw3rk the settiemenl date ait wfth Dresdner. They vsbIII sell bonds before Tkirsday if tfieir 
reserves are met. 
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From: Lehman, David A. 

Sent: Monday, June 25. 2007 7:37 AM 

To: Speahs, Daniel L 

Subject: FW: 6SAM Repo Summary 


He loves it 


From: Montag, Twn 

Sent: Mom^, lune 25, ^77:37 AM 

To: Idman, Da\4d A. 

Subject: RE: KAM &jmmary 

thanks-timberwolf outlook? 


From: Lehman, David A. 

Smit: Monday, lune 25, 2007 7:17 AM 

To: L^man, David A. ; Montag, Tom 

Cc: Sparks, Dsilel U MuUen, Donald; Swertson, Mchad 

Subject: RE: 8SAM Repo Summary 

Pis find an updated version of the BSAM repo summary 

Some erf the GS tHJy prices in the previous sheet were incorrect (too low) 

EveryBiing else is the same 

Trading P+L (excluding correlation collapse) Is +1.4mm 

« File; BSAM Repo Summary. xls » 


Fram: Lehman, David A. 

Sent: Friday, June 22, 2007 5:03 PM 

To: Mont^, Tom 

Cc: Sparks, Oanid L; Mullen, Donald; Svvertson, Michael 

Subject: BSAM Repo Summary 

GS purchased ~664mm (9 line items) from BSAM 

We have re-traded -2^ 7mm (3 line Items) and collapsed 135mm (1 line item) into our correlation book 

Trading P+L (excluding correlation collapse) is 42mm 

GS currently owns $31 1 mm bonds. $300mm of which are TWOLF A1 B and A1C 

Details attached 


Permanent Subcommittee on lovestigetioBt ■ 

Wall Street The Financial Crisis I 

^^^Repor^Foolnot^lTT^^^^I 
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From: 

Sent: 

To: 

Subject: 


Lehman. David A. 

Monday. June 18. 2007 9:33 PM 
Egol, Jonath^ 

FW: Today's Bear Steams Prices 


Attachn^nts: 


BEAREXP.xts 


fMtcM ^ ttc FcnBaBest 
SatMOMraittecm lavcst^Mioet 


From: 

Sent: 

To: 

Oct 


SiiAiJect 


Uiftus, Colleen 

Monday, ^ 18, ^7 7:11 W 

Cafaigna, Ranceso}; Ryan, Brendan ^ Reii^iart, Erik 

WBego, Uxils; a«ain, Brian; Cameron, Patrtdq Malloy, Breanne; Camacho, Robert; fla>opss'^)C^ng; ficc-rcs-ny; Ring, 
Mi^hew A.; Sourev, l^m R.; Chin, Edwin; Case, B^rnln; Tourre, Pabrice; Mtdien, Don^; ^rits, Oar^ U Brahnan, 
R; Swenson, Ifchael; Uhman, David A.; Surur, Pati R; Prad^ Steven; Godfi^, John 
Todays Bear Steams Pi1<» 


Cood Afternoon, 


We have received fc^khur^ prices for today. Ptease advise if you do not agree witii any of the prices listed 
below. 



88714PAC0 TWOLF 2007-1 A A1B 
88714PAD8 TWOLF 2007-1 A AlC 


QytTenLExpQSiJre: 

** Please note this is a rough calculation. Prices have been adjusted. This calculation does not I nclude the 
adjusted accrued coupon amount or overnight Interest 

BEAR STEARNS HIGH GRADE STRUCTURED CRED STRAT MASTER FD LTD: GS can markSear $4,041,819 
BEAR STEARNS HIGH-GRADE STRC CR STRT ENHN LEVG MST FD. LTD: GS can mark Bear $18,683,235 




BEAREXP.xls 


BEAR STEARNS HIGH-GRADE STRC CR STRT ENHN LEVG MST FO. LTD. 


Notional (Loan Amt. * Accrued Interest) s $404,038,103 
Security Value « $405,636,702 
Haircut = 5% 

Haircut Cushion = $20,281,835 
MTM= $18,683,235 
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Exposure Net of Collat&’al s $1 ,598,599 in QS' favor 

BEAR STEARf« HIGH GRADE STRUCTURED CRED STOAT MASTER FD LTD . 


NotionaJ {Loan Amt. ♦ Accrued Interest) ® $190,774,530 
Security Value = $1 96,560,748 
H^roit a 5% 

Haircut Cushiwi * $9,828,037 
MTW a $4,041,819 

Exposure Net Collateral s $5,786,21 8 in OS’ favor 


■Riank you. 
Colleen 
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Frcmi: S(»rks, Daniel U 

Swl: Wednesday. June 27, ^7 10K)1 AM 

To: \flniar, David 

Subject; CDO*2’s 

Attachments: SP CDO MTM • 6-25.x!& 


Below is an i^adate of CDO'‘2 retained positions that we had the primary valuation discussions on. We included COS 
protection buys as sales. 



End May 

6/27/07 

Salas 

Current 

Current 

Bond 

(MM) 

(MM) 

(MM) 

R'ice 

Mid Value 

Point Pleasant Jr AAA front dass 

127 

107 

(20) 

87 

93 

Point Pleasant Jr AAA second class 

35 

35 

76 

27 

Point Pleasant AA 

50 

50 


60 

30 

Point Pleasant A 

10 

10 


54 

5 

Point Pleasant BBB 

3 

3 


50 

2 

Point Pleasant Et^tity 

10 

10 


71 

7 

TImberwolf Jr AAA (20-50 attainment) 

245 

99 

(1«) 

75 

74 

TImberwoif AA 

107 

57 

(50) 

66 

38 

Total 

588 

372 

(216) 


276 

Bought from BSAM 






Timberwolf ajp^ Sr AAA (70-90 attachment) 


200 


96 

192 

Timbervmlf Super Sr AAA (60-70 attachment) 


100 


90 

90 



300 



282 


Below is the sfixeadsheet with some minor revisktts of the print-out i gave you today. 


From: Lenman, David A. 

Sont: Wednesday, June27,2007S:l8AH 

To: Salame, PaUo 

Ccs Sparto, Daniel U fallen, Donald; Swenson, Michael; Brafman, Lester R 

Subject: COO r>rrM spreadsheet from 6/25 


As per Lester, pis find the attached detail on the SP COO MTM that was put through on Monday 



SPCOOMTM- 

6'25.)ds 


Goidman, Sachs & Co. 

85 Broad Street i New Ycffk, NY 10004 

Tel: 212-902-2927 I Fax: 212-493-9681 I Mob: 917J| 

e-mail: (iavid.lditnan@gs.com 

Goldman 

Sachs 


SebcommWee w iwest^doM 
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Ua^d Lehman 

Fixed Income, Currency & Commodities 


Disclaimer: 

ITtis material has been prqjared specifically for yrai the Gtrfdman Sachs Fixed Income Structored Gfrcxip (SPG) 

Trading Doric and is not die product of Ftxcd Income Research. Wc arc not soliciting any action based upon this material. 
0|^<ns expressed are mir presntt <^^<ns only. The material is based upon ptri>lic infixtnation uhich we consida- reliable, 
but we do nm represent ihM it is accurate or complete, and k should not be relied upon as such. Additionally, the matmal is 
based on certain facters and assumptitxis as the SPG Trading Doric may in its riBcriutc discretion have ccnsidcrcd ai^propriatc. 
There can be no assurance diat these fiteters and assumptiOBs are accurate or ooo^tlete, diat estimated r^uros or prc^ecricms can 
be realized, or that actual returns or results wUl not be materially difTerent than those presented. Cotain transactions, including 
those involving ABS, CMBS, and CDOs, may give rise to substantial risk and are not suitaUe for all investors. The SPG 
Trading Desk may have itecumuiaced long or short positiofis in. and buy <s sell, die securities diat are the basis this analysis. 
The SPG Trading Desk does not undertake any (foiigation to tqidate this maloia!. 
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GS MBS-E-009747489 


P+L from CDO cash and CDS re-mark 


(Smm) 

ABS Trading 
Cash 
CDS 


(7) 

92 


Correlation Trading (CDS) 23 

CMBS Trading (CDS) 4 

Total - SPG Trading 111 

CDO Retained and WH 
CDO Retained Cash (63) 

CDO Retained CDO''2 (22) 

CDO Retained CDS (longs) (18) 

CDO Retained CDS (hedges) 1 7 

Total - CDO Retained and WH (86) 


TOTAL -Mtg Dept I 25^ 
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GS MBS-E-009747489 



C/F 

Bond 

(MM) 

PTPtSOTOI A1 144A 

107.47 

PTPLS 0701 A2 144A 

35.00 

PTPLS0701 B144A 

50.00 

PTPLS 0701 C 144A 

3.90 

PTPLS 0701 C REGS 

6.20 

PTPLS 0701 D REGS 

3.00 

PTPLS 0701 INCOME NOTES REGS 

10.09 


TWOLF 0701 A1B 144A 

200.00 

TWOLF 0701 A1C 144A 

100.00 

TWOLF 0701 A2 144A 

149.00 

TWOLF 0701 B 144A 

107.00 

CDS TWOLF 0701 A2 144A 

(50.00) 

CDS TWOLF 0701 B144A 

(50.00) 


Total 


Old New 


Price 

Pri<^ 


P&L 

90.00 

87.00 

3.00 

(3.22) 

82.50 

76.00 

6.50 

(2.28) 

65.00 

60.00 

5.00 

(2.50) 

54.00 

54.00 

- 

- 

54.00 

54.00 

- 

- 

48.00 

50.00 

(2.00) 

0.06 

71.00 

71.00 

- 

- 


96.00 

96.00 


- 

90.00 

90.00 

- 

- 

82.00 

75,00 

7.00 

(10,43) 

69.25 

66.00 

3.25 

(3.48) 

84.00 

77.00 

7.00 

N/A 

78.00 

71,00 

7.00 

N/A 


(21.85) 
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From: 

Smt: 

To; 

Cc: 

Sub}ect: 


Lee, Jay 

Friday. June 08, 2007 6:14 AM 
Sparte, Daniel L 
Bc^ra, Bunty 

FW: Heads up -- rates market volatile 


FYI - 1 have been trying to reach the cellphone of people m li^-taking roles about the unprecedented overnight m^ket 
volatility. Given rates volatility (10yrs currently off 14bp, curve 111^ staler, 8Vi«p ^eads 3-41:^ wid^) and vs^ening of 
corporates breads, it ^ci)ably makes sense for Passhirot^, CMO, and ABX traders to come in eady. Much IBP is 
already in the office. 


Fram: 

S«nt: 

To: 


Subject: 

In^rtann: 


Lee, Jay 

Friday, June 08, 2007 7.-0e 
fioo-spgsyTi 

Lehman, David A; Swenson, Michaei; Chin, Edwin; Salem, Deeb; Bimbaum, Josh; Williams, Geoersy 

Haada up — rates market volatile 

High 


When London came In, sold off through stopJoss levels arxJ UST sold off in sympathy withoit any flows. GS 
Isn't seeing anything in ^jpKeither. This is the mo^ volatile market move I have ever seen overnight ~ we're ctff 
12.5bp from the dose euid lObp steeper. lOyr yields are 5.^% (previous day's close was 4.97%). Sw^ ^eads 
3-^ v^er on the day, I would price mortg^es at least 4^ wider to swaps, and voi guaranteed to rise. Corporate 
credit treads wider as well. 


Given recent correiatiCHi d risk assume this is not a good dgn for RMBS / A6S spreads. 


B*4tcted by dw Ptnauett 

SabcommiitM en ievcst^sHMit 
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Permanent Subcommittee on Investigations 


Wall Street d The Financial Crisis 
^^^Repoi^ootnot^lTT^^^^ 


GS MBS-E-010796702 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01412 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




1409 


Footnote Exhibits - Page 3667 


From: 

Sent; 

To: 

Subject: 


Bimbaum, Josh 

Friday. June 08. 2007 1 1 ;41 AM 

RE: • ABX Marltets 07-1, OS^a. 06-1; 11;00am 


Patience, patience. The. CDO unwind has only begun. Redacted t^ttieFermaiieot 

^rttCMinittcc aa lavei^tiMS 

Original Message 

From: fBHHHHHHHtfHHBHHHHHHIilVBHHHHV 

sent! Friday, June 08, 2007 11:39 AM 
To: Birnb'aum, Josh 

Subject: RE: * ABX Markets 07-1, .06-2, 06-1: 11:00am 

These markets are devastating Joshua; my colleagues and I are getting crushed! 

Original Message 

from: Birnbaum, Josh {mailto:josh.birnbaiun@gs.com] 

Sent: Friday, June 08, 2007 11:04 AM 

Subject: * ABX Markets 07-1, 06-2, 06-1: 11:00am 


ABX. HE, 07-1 


Cpn 1 

! Price 

Ch i 

Spread Ch | 

Size I 


SpDur 

AAA 9 ! 

1 99-05 / 

99-29 

-0-002 1 

27 / 11 +0.2 1 

50x 50 i 

4.75 

AA 15 1 

1 98-31 / 

99-31 

-0-003 1 

44 / 16 +0.3 1 

25x 25 1 

3.55 

A 64 j 

i 92-20 / 

93-20 

-0-125 1 

283 / 254 +11.8 | 

2Sx 25 1 

3.36- 

SBB 224 1 

1 73-04 / 

74-04 

-0-302 1 

1048 / 1018 +29.0 

1 lOx 10 

1 

3.26 

BBB- 309 j 

1 65-24 / 

66-24 

-0-226 \ 

1469 / 1438 +22.4 

{ lOx 10 

! 

3,17 

ABX. HE. 06- 

-2 






Cpn 1 

1 Price 

Ch 1 

Spread Ch i 

Size i 


SpDur 

AAA 11 1 

1 99-08 / 

ioo-00 

0-01+ 1 

28 / 11 -1.0 \ 

50x 50 [ 

4.49 

AA 17 ! 

[ 99-01 / 

100-01 

-0-002 1 

48 / 16 +0.3 1 

25x 25 1 

3.09 

A ~ 44 1 

95-00 / 

96-00 

-0-16 1 

211 / 178 +16.7 1 

25x 25 1 

2.99 

BBB 133 ! 

, 81-20 / 

82-20 

-0-096 1 

771 / 736 +10.6 1 

lOx 10 1 

2.86 

BBB- 242 1 
2.78 

1 72-00 / 

73-00 

-0-117 1 

1249 / 1213 +13.3 

1 lOx 10 

f 

ABX. HE. 07- 

•1/ABX. HE. 06- 

2 Roll 





1 

Price 


Ch 1 

Spread Ch I 

Size 


AAA ' 1 

-0-01 / 

0-07 

0-016 1 

3 / -2 -1.2 1 

50x 50 


AA 1 

-0-02 / 

0-06 

0-001 1 

6 / -1 -0.0 1 

50x 50 


A 1 

1-28 / 

2-28 

-0-033 1 

-59 / -89 +5.0 1 

25x 25 


BBB 1 

7-24 / 

9-00 

0-20+ 1 

-256 / -302 -18.4 

i 25x 25 


BBB- 1 

5-16 / 

7-00 

0-107 1 

-199 / -246 -9.1 

1 25x 25 


ABX. HE. 06- 

•1 






Cpn ! 

Price 


Ch \ 

Spread Ch I 

Size i 


SpDur 

AAA 18 1 

99-24 / 

100-16 

O-Oll 1 

24 / 5 -0.9 i 

SOx 50 1 

3.92 

AA 32 1 

99-17 / 

100-17 

-0-002 1 

49 / 13 +0.3 1 

25x 25 1 

2,76 

A 54 1 

97-20 / 

98-20 

-0-113 1 

146 / 108 +13.8 i 

25x 25 1 

2,57 

BBB 154 1 

92-20 / 

93-20 

-0-147 1 

455 / 414 +19.0 1 

lOx 10 ! 

2.45 

BBB- 26? ! 

06-16 / 

87-16 

-0-165 1 

825 / 784 +21.5 1 

lOx 10 I 

2.42 

** Spreads 

computed- from prices 

using a 

weighted average spread duration (generated at the 


base Bloomberg, speed) for all 20 reference obligations in the index. 

Not an offer, recommendation, general solicitation or official confirmation of terms. 
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Prepared by Research or Sales/Trading personnel fxcm generally available information 
believed to be reliable. No representation of accuracy or completeness. Indicated returns 
not guaranteed. Assumption changes may materially impact returns. 

Price/availability subject to change without notice. Past performance is not indicative of 
future results. Goldman Sachs may have previously accumulated long/short positions in any 
subject investment. For UK purposes, issued or approved by GS International, which is 
authorized and regulated by the financial Services Authority, but not made available to 
private customers 

This communication may contain privileged, or confidential information. If you are not the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message is strictly 
prohibited. Any views or opinions presented are solely those of the author and do not 
necessarily represent those of Third Point LLC or its affiliates. If you have received 
this communication in error, please notify us Immediately by email, and delete the 
original message. We do not waive confidentiality if you have received this communication 
in error. In the UK, this communication is directed in the UK to those persons who are 
market counterparties or intermediate customers (as defined in the rules of the Financial 
Services Authority) . 

This is not an offer, or solicitation of any offer to buy or sell any security, investment 
or other product. 
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From: Sparks, Daniel L 

Sent: Tuesday, July 1 7, 2007 6:34 PM 

To: Mullen. Donald: Montag, Tcwn 

&ib|ect: FW; Mortgages Estimate 


We moved a significant amount of positions today from ori^nation desks to s«x>ndary and took hits related to that. The 
only posdons not moved are fh-ime Hybrid subs (we wii do in next day or 2 and wb reserved $5mm for it which shoild 
be dose to internal b’ansfer cost} and the scratch and derft subs (not currently planning to move for business rsascms). 
Finck did a very good job mediating • Clay and Nestor are very unhappy wth me but t have given them months to do this 
and it was time. 

Large move down and visibility in option ARM subs today from bid list that traded poorly. 

Gain today in Alt A ^ce as hedge gains had been rested too mudi - team understands going forward to flow thrcxigh 
vol. 

In case you did not see it, BSAM funds returning 9 cents and 0 cents on the dollar in lesS'ievered and more levered 
funds. 

Separately, i really want to sprak abCHJt Will Roberts and what you third< this will achieve that is not either happening or 
in p^oce^ - and a little more ^xxit me. 


Frhii: Bln, 

Smf. Tuesciay, July 17, 2007 6:19 PM 

Ta: 

Sui^eet: Mortgages Estimate 


E: 

Redacted by tbe PenuneBt 
Sybeommittee w 

FICC Mortgages - Daily P&L Estimate 

!. SUMMARY 




Strtictur«d Produi^ts 

(Mt5,000j 

1 

1 

' Rea/ Prfme/^ Detivs 

(S$J50,000. 

1 

- Resi Cmdit 

s.ooo.ooc 


-cneLT 

-ab$l&f : - . ' . 

m 

Si 


■ SPOTrsdif^ 

15,OO0,OOC 


^ CDO/CtO 
- OthBr Structure 

Products 

Europe 

Other (Advisory^ PFG, Managers/Other) 

(5,100.000, 


IMORTGAGES ] 

1 (9,415,000) 

i 


Mortgages WTD 


i 

28,140,357 

Mortgages MTD 


T 

'(41 '586,278} 


H. DETAIL 
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[Business Strategy Desk 


STRUCTURED PRODUCTS 
Mortgage Derivative 

Agency Derivatives 
Whote Loan Derivs 
MSR 

Residential Prime 

FHA/VA • Primary 
FHA/VA ■ Secondary 
Prime HyMd - Primary 
Prime Hybrid - Secondary 
Agency HytwW 
Prime Fixed 
Agency CMO - Primary 
Ag&Ky CMO • Secondary 

Residenriai Credit 

Scratch and Dent 

Subprime 

Alt-A 

2nd Liens 

Subs 

Residuals - Scratch & Dent 
Residuals - Subprime 
Residuals • Ait-A 
Residuals - 2nd Liens 

CRE Loan Trading 

Fixed Large Loan 
Floater Large Loan 
Fixed Conduit 
Transitional Loans 
CRSCDO 

ASS Loans & Finance 

Consumer 

Commercial 

Europe 

Warehouse 

SPG Trading 

CMBS Trading 
CRECDO 
ABS Trading 
Properly Derivatives 
Correlation 

CDO/CLO 

ABS/MBSCDO 

GSI SP Credit Warehouse 

USCLO 

EURO CLO 

CRECDO 

2 
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Retained Principat Posifeww 

Tax Related Securities 

Non-economic /eatfoafe 
Economic residuals 

War^ouse Lending 

Residential 

Commercial 

As^ Backed 

Syndicate 

ABS 

CMBS 

COO 

RMBS 

Ottier 

; ' ■ 



EUROPE 

Acqui^tion Finance 

Syndicate 

Trading 

Euit^ean CMBS 

Syndicate 

Trading 

iliflllSi 




|Total Advisory j 

1 



Total PFG JV 1 



.1^-, ,~= ( 

Total Manager's Account t 

|/ Other ! 




Qoldirun, Saeht & Co. 

1 eo Maklwi Lan« t Now Ycrtt, NY 10039 Goldmnn 

Tfl(:212';»7>73« iKachti 

KHun.bifl9gs.eam 

KI-JuR Bin 
Finance Division 


TNs message may contain infwmation »at is eonAtfentiai or pfopnctay. If /tw are noT kitcndod recent, pHease advise the seno^ Immediataly end 

delete this message and any attachments. Fetew this ink for further Mormation an cenfklentiaSty and the risks inherent in electront cornmunkti^; 
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From; 

Sent: 

To: 

Subject: 


Montag, Tom 

Friday. June 22. 2007 4:32 PM 
Sparl<s, Daniel L 
RE: Few trade posts 


boy that tiraeberwof was one shitty deal 

Original Message 

From: Sparks, Daniel L 

Sent: Friday, June 22, 2007 4:30 PM 

To: Montag, Tom 

Subject: Re: Few trade posts 

Yes - main thing left is 300ntm timfaerwolfs Other large positions were tmts - gone, octan - 
gone, abacus - we will collapse against short There were some small rmbs positions 

I will get you a corrplete summary with details 


Original Message 

From: Montag, Tom 
To: Sparks, Daniel L 
sent: Fri Jun 22 16:22:56 2007 
Subject: RE; Few trade posts 

can I get complete rundown on everything we bought from BSAM and whats left? 

— Original Message 

From: Sparks, Daniel L 

Sent: Friday, June 22, 2007 3:00 PM 

To: Montag, Tom 

Subject: Fw: Few trade posts 


Original Message 

From: Lehman, David A. 

To: Mullen, Donald; Sparks, Daniel L; Brafman, Lester R 
Cc: Swenson, Michael; Blrnbaum, Josh 
Sent; Fri Jun 22 14:28:20 2007 
Subject: Few trade posts 

Traded $20mm of the OCTAN 06-2 A3A mezz CDO bonds to Kagnetar <3 $82.... we bot these bonds 8 
$60 from BSAM...trying to upsize the ticket to 40ireR 8 $82 which will clean us out...Egol did a 
great job w/ Magnetar on this one. 

Also, we have sold $40Rim RMBS A3/A- out of the WH account to MS prop and another $10nBn to 
Ellington. 


Only 40mm RMBS A3/A- remain in the WK accounts, 1/2 of which is Long Beach paper - 
Edwin/Deeb continue to work. 


Goldman, Sachs & Co. 

85 Broad Street 1 New York, NY 10004 
Tel: 212-902-2927 1 Fax: 212-493-9681 | 

e-mail : david . lehman@ga . com 

Goldman 

Sachs 


David Lehman 
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SttbeeaBittee os iomtigatioiii 


Confidential Treatment Requested by Goldman 


PerniiB eBt Sebcoamittee on Investigations 


Wall Street & The Financial Crisis 

Repor^ootnot^l778 


GS MBS-E-010849103 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 


Frm 01418 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 TXT SAFFAIRS 


PsN: PAT 





1415 


Footnote Exhibits - Page 3673 


Fran: CHARMAINE LEE - GOLC^AN, SACHS & CO, [diamiaine.jee@hk.email.gs.com] 

Sent: Monday, dune 18, 2007 7:12 PM 

To: Chin, Edwin 

Subject: [BB2lnet Log Message] [3858965829] [Fwd: ASX Open Comments on pg 2] 


’X-GS-Comnunications-System' =«> 'Bloomberg to Internet’, 'X-Biooitiberg-Original-From' ~> 
CLEEBiebioomberg. net I CHARMAINE LEEIGOLiaiAN, SACHS S CO.|3788i, ’X-Blooinberg-Orlginal^To* 
=> EKC90blooinberg.net I EDWIN CHIKIGOLDMAH, SACHS « CO. j 3788 1 2270779 'X-Bloomberg-Original- 
Date' => 2007-06-18-19.11.55.000000, 'X-Bloombecg-Otiginal-TimeZone ' »> 'New York Time', 


Original Message 

From: ROBERT LYNN, CREDIT SUISSE SECURI 
At: 6/18 13:07:21 

Original Msg from: TED ^K)RAN, CREDIT SUISSE SECURI At: 6/18 9:06:58 


ABX 2007-1 

strike 

size 

bid 

offer 

ABX. HE. AAA 

9 

50x50 

99-0 

100-0 

ABX.HE.AA 

15 

25x25 

98-24 

99-24 

ABX. HE. A 

64 

25x25 

90-0 

91-16 

ABX. HE. BBB 

224 

10x10 

69-0 

71-0 

ABX.HE.BBB- 

389 

10x10 

60-0 

62-0 

ABX 2006-2 

strike 

size 

bid 

offer 

ABX. HE. AAA 

11 

50x50 

99-0 

100-0 

ABX.HE.AA 

17 

25x25 

99-0 

100-0 

ASX. HE. A 

44 

25x25 

92-0 

94-24 

ABX. HE. BBB 

133 

10x10 

75-0 

77-0 

ABX.HE.BBB- 

242 

10x10 

€6-8 

68-8 

ABX 2006-1 

strike 

size 

bid 

offer 

ABX. HE. AAA 

18 

50x50 

99-24 

100-10 

ABX.HE.AA 

32 

25x25 

99-16 

100-8 

ABX. HE. A 

54 

25x25 

96-8 

98-0 

ABX. HE. BBB 

154 

10x10 

90-0 

92-0 

ABX. HE. BBB- 

267 

10x10 

82-8 

84-8 


Comments: 

Wild ride to close the week on Friday, with the 07-1 bbb- trading thru $60-00 briefly 

Friday afternoon, and setting a new closing low ($60-30) the sell off in ASX was 

precipitated by a rout in TABX 40% - 100% tranche which was rumoured to be related bo the 

BSAM liquidation. after setting a new trading low we saw significant short covering 

interest ^hich helped the index to close off its lows the B9AK story will dictate 

the tone in Che ABX market in the short term, as a continued liquidation of their holdings 
will put further downward price pressure on TABX which will then leak into ABX trading 
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Footnote Exhibits - Page 3674 


From: 

Sent: 

To: 

Subject: 


fkellylO@bloomberg.net on behalf of RYAN KELLY, GOLDMAN, SACHS & CO. [rkefiyIO 
@bloombefg.net] 

Thursday. June 21 . 2007 9:35 AM 
Salem, Deeb 

yo - who the F- is gettlrjg short ABX at these levels. 


- yo - who the F- is getting short ABX at these Levels. 


Not an offer, cecommendation, gen. solicitation or off. confirm of terms. Prepared by 
Research/Sales/Trading from gen. avail, info believed reliable. No representation of 
accuracy/coH?>letenes8 is made or that you will achieve returns indicated. Asstinption 
changes may materially impact returns? pcice/avail. may change w/o notice; past perf. not 
indicative of future results, GS may have a position in any subject investment. GS PRICING 
IS PROPRIETARY; YOU AGREE NOT TO DISCLOSE & WE RELY ON THAT AO-IT WHEN FURNISHING (FULL 
TERMS: www.gs.com/disclaimer/pricinginfo) . For UK, issued/app. by GS Int'l, reg. by FSA, 
but not made avail, to priv. cust. 
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Footnote Exhibits - Page 3675 


SPG Trading - 2007 


ConRdentiai Treatment Requested by Goldman Sachs 


GSMBS-E-015954036 


Permanent Subcommittee on Investigations 


Wall Street & The Financial Crisis 
Report Footnote #1781 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01421 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




1418 


Footnote Exhibits - Page 3676 


Highlights: Revenue 

• YTD: $3.0Bln, with revenue growing steadily over the year with little 
fluctuation. RMBS-related revenues: #1 on the street by a wide 
margin, #2 in the world behind Paulson Partners. 


SPG Trading YTD PnL 
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Footnote Exhibits - Page 3677 


Highlights: Franchise 

• #1 Franchise on the street, perceived as the thought leaders by the 
customer base. 

• Largest market share; est 30-40% 

• Voted #1 franchise in ABS CDS based on Risk Magazine end user 
survey of institutional investors. 
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Highlights: Assumed 
responsibility for CDOs 

• SPG Trading assumed responsibility for the CDO business and risk 
while the market was collapsing, helping mitigate losses and reduce 
risk (Warehouse and retained positions) before our competitors. 

• Results out of DB, Citi, UBS, Bear, Lehman, etc. all bear evidence 
that we were far ahead of our competition in marking down positions 
and moving CDO risk before the market cratered and came to a 
standstill post-BSAM. 
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Potential qualifications 

• 1 . “2007 was a unique event, desk made money primarily from a 
single short trade, results not likely to be repeatable." 

• 2, “SPG trading would not have been permitted to be as short, if 
management was not attempting to offset risk in retained longs in 
other parts of department.” 

• 3. “Revenue was achieved taking very significant risk. Results less 
impressive when risk-adjusted.” 

• 4. "Discussing a HFE (hedge fund equivalent) percentage payout is 
inappropriate because much of the revenue came from the 
franchise, i.e. sitting in the seat.” 

• 5. “Cannot pay SPG trading team based on stand-alone p&l, must 
consider the results for the entire mortgage department.” 
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Responses to qualifications 

• 1 . “2007 was a unique event, desk made money primarily from a 
single short trade, results not likely to be repeatable.” 

♦ FALSE. Revenues in 2007 were diversified across many different 
strategies (directional both long and short, capital structure, 
index/SN basis, tiering, ideosyncratic, flow trading). We switched 
direction several times with well-timed calls relative to subsequent 
market moves (Graphs #1 , #2). Most of these opportunities are in 
place for 2008. Revenue projection for 2008 is $1.2 Bin reflecting a 
diverse set of opportunities. The opportunity set is much more than 
simply buying/trading distressed. 
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Footnote Exhibits - Page 3681 


Graph #1 


Graph n\ RMBS Sul^rime Notional History 
- Mezzanine / iMtlom of the cepttal sttucture ■> 
(ABS Base Portfolio) 
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Footnote Exhibits - Page 3682 


Graph #2 


Qraph IM : RMBS Sut^irime Notional Hittoiy 
- Top of the capital etiucture • 

(ABS Base Portfolio) 
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Responses to qualifications 

• 2. “SPG trading would not have been permitted to be as short, if 
management was not attempting to offset risk in retained longs in 
other parts of department.” 

• FALSE, This statement is inconsistent with how the position 
evolved. By June, all retained CDO and RMBS positions were 
identified already hedged. As Graph #1 indicates, SPG trading re- 
initiated shorts post BSAM unwind on an outright basis with no 
accompanying CDO or RMBS retained position longs. In other 
words, the shorts were not a hedge. 
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Responses to qualifications 

• 3. “Revenue was achieved taking very significant risk. Results less 
impressive when risk-adjusted.” 

FALSE, SPG Trading's largest down day in 2007 was ($38mm) and 
SPG trading NEVER came close to losing more money than the 
daily VAR (Graph #2). In fact, to lose more money than the daily 
VAR 1 out of 20 times, SPG trading reported VAR would have to be 
27% of the what has been reported. The ratio of profit / empirical 
VAR likely higher for SPG Trading than for the firm as a whole. 
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Graph #3 


VAR: Current method vs P&L based 
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Footnote Exhibits - Page 3686 


Responses to qualifications 

• 4. “Discussing a HFE (hedge fund equivalent) percentage payout is 
inappropriate because much of the revenue came from the 
franchise, i.e. sitting in the seat.” 

• FALSE. If the seat is so valuable, why did no other street firm come 
close to our performance? 
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Responses to qualifications 

• 5. “Cannot pay SPG trading team based on stand-alone p&l, must 
consider the results for the entire mortgage department.” 

• TRUE. SPG trading recognizes that compensation needs to fit 
rationally within the confines of the Mortgage Department 
compensation pool. 
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Proposed Mortgage Department 
Compensation Breakdown 

• SPG trading accounts for 250%-300% of the department’s revenue. 

• SPG trading seeks ~1 50mm total comp pool, or roughly 40%-50% of 
the estimated department-\wide pool. 

• 141mm equates to a 4.0% payout on estimated revenues. 

• The 4 businesses consisting of SPG Trading, CDOs, Resi Prime, 
Resi Credit account for 76% of dept revenue. Total proposed 
compensation for 4 businesses = $240mm = 66% of dept revenue. 

• Proposed net profit = $441 mm vs $31 6mm in 2006. 

• Proposed net profit margin = 36% vs 35% in 2006. 
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Proposed Mortgage Department 
Compensation Breakdown 
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From: 

Sent: 

To: 

Cc: 

Subject 


I added your bullet and 1 more: 

Results out of Citi, UBS, Bear, Lehman, etc. all bear evidence that we were far. ahead of 
our con?)etition in marking down positions and moving CDO risk before the market cratered 
and came to a standstill post-BSAM. 

Original Message 

From; Lehman, David A. 

Sent: Monday, October 01, 2007 4;37 PM 
To: Birnbaum, Josh 

Subject; RE: SPG Trading - 2007. ppt 

Note sure if you need the below comments, I think you do just fine by stating "TRUE - SPG 
trading recognizes that compensation needs to fit rationally within the confines of the 
Mortgage Department compensation pool." 

- members of SPG Trading had no responsibility for the areas which lost money, 

- in Feb/Mar, we were shot down when we voiced concern about covering shorts because other 
areas in the department were longer than reported 

- in Feb/Mar, we were told we had enough to worry about and that if the CDO business lost 
money, it would be the equivalent of a desk in the Equities Division losing money 

Also it might help to point out that we assumed responsibility for the CDO business and 
risk while the market was collapsing, helping mitigate losses and reduce risk {Warehouse 
and retained positions) before our competitors 

——Original Message 

From: Birnbaum, Josh 

Sent: Monday, October 01, 2007 4:25 PM 
To: Lehman, David A. 

Subject: SPG Trading - 2007. ppt 

Current draft. Handle with care. 


Birnbaum, Josh 

Tuesday. October 02. 2007 9:28 AM 
Lehman, David A. 

Swenson, Midiaei 

RE: SPG Trading - 2007.ppt 
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From: Swenson. Michael 

Sent: Thursday. Octdaer 04. a)07 10:^ AM 

To: L^man. David A.; Birnbaum, J(»h 

Subject: RE: How's this? 


Sounds good 


Frmn; Lehman, David A. 

Sent: Ihwsday, October 04, 2007 10:05 AM 

Tw Birnbaum, Swenson, Midtael 

Subject: 1^: How's tNs? 

Like it 


Fiwn: Bimbmim, Josh 

s«mt: Ihtesday, October 04, 2007 lOdll AM 

Te: Swenson, h^dtael; Lehman, David A. 

Subject: How's this? 

• 5, "Cannot pay SPG trading team based on stand-alone p&l, must consider the results 

for the entire Mortgage Department, the Division, and the Firm." 


TRUE. SPG trading recognizes that compensation needs to fit rationally within the 
compensation pool of the Mortgage Department, the Division, and the Firm. The table on 
the following page outlines an example of how SPG trading can achieve compensation 
expectations within a reasonable compensation pool scenario for the Mortgage 
Department. 


Btw, t found another 4nim for SPG, was over-estimating comp-related expensea a bit. t dialed down Oct, Nov 
p&i from 250 to 233 to make the dept hit exactly $1 .2 for year-end. 


Confidential Treatment Requested by Goldrtr 


PcnwanCTIt SBbcwmniHM |> 1 | InvwaxieoiM 


Wall Street & The Financial Crisis 
Report Footpole #1781 


GS MBS-E-015712249 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01437 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 




1434 


Footnote Exhibits - Page 3692 


From: 

Swenson, Michael 

Sent: 

Friday, June 29, 2007 3:57 PM 

To: 

Lehman, David A. 

Subject: 

RE; ABS Update 

Funds 



Original Message 

From: Lehman, David A. 

Sent; Friday, June 29, 2007 3:31 PM 
To: Swenson, Michael 
Subject: Re: ABS Update 

Funds or dealers? 

U out monday? 


David A. Lehman 
Goldituin, Sachs & Co. 

85 Broad Street | New York, NY 10004 

Tel: 212-902-2927 t Pax: 212-902-1691 | Mob: 9X7-863-4678 

e-mail: david.lehman@gs.com 


— — Original Message 

From: Swenson, Michael 
To: Lehman, David A. 

Sent: Fri Jun 29 15:26:46 2007 
Subject: RE: ABS Update 

I think we will see 3 to 5 guys go under next week 


-----Original Message--- — 

From: Lehman, David A. 

Sent: Friday, June 29, 2007 3:06 PM 
To: Swenson, Michael 
Subject: Re: ABS Update 

Don’t worry "bout seating 

we r in the middle of a mkt meltdown 


David A. Lehman 
Goldman, Sachs & Co. 
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From; Bash-Poiley, Stacy 

Sent: Saturday, July 28, 2007 3:01 PM 

To: Uontag, Tom; Sparks, Daniel L; Mullen, Donald 

Cc: Sc^jwartz, Hatvey 

Subject: Fw: Structured Products Weekly Update - 07^7/07(lntemal Use Only) 


Pretty remarkable week 

Some high quality business done with a lot of teamwork bw sales and trading. 

Original Message 

From; Radtke, Lorin 

To; Montag, Tom; Mullen, Donald; Schwartz, Harvey; Bash-Polley, Stacy; Madoff, Paula; 

Pinkos, Steve; Kreitman, Gail; Gasvoda, Kevin; Icikson, David; Joseph, Alexandra A.; 

Kaprelian, Michael 

Cc: Radtke, Lorin 

sent: Fri Jul 27 21:15:46 2007 

Subject: Structured Products Weekly Update - 07/27/07 (Internal Use Only) 


Market Update 

Week on week move 7/13/07-7/20/07 (4:00 PM): 

2Yr notes rallied 24.9bps 

lOyr notes rallied 18.5bps 

lOyr spreads widened 7.9bps 

ABX.07-1 BBB- widened 151.5bps (2395.5) 

CMBX.3 BBB- widened 110bps (555) 

TABX 40-100 widened- 264bpa (2249.5) 

IG8 widened 28bps (80.5) 

LCDXa widened 109bps (373) 

SSP 500 down 4.91% (1458.98) 

Oil up $1.49 ($77,06) 

$/Yen down 2.63 (118.575) 

Themes 

Summary: 

Whether you cemembec '94, '98, or '03, the general theroes/patterns are consistent. An 
initial dislocation to the market (in this Instance a credit deterioration in sub prime 
mortgages) acts as a tipping point and Leads to spread widening in other sectors. This in 
turn quickly becomes a liquidity crunch/crisis. It appears that this is where the 
structured product market is now - searching for liquidity. This has produced numerous 
capitulation/liquidation situations and forced customers to trade. As evidenced by the 
highlight trades, sales/trading worked together in getting orders, crossing bonds and 
moving risk throughout the volatile week. The intact of this week leaves the aooount base 
in three can^s: 

* The Paralyzed - This group is represented by traditional Money Managers and like 
accounts that have to manage their own customers and are spending a lot of time trying to 
explain performance. They want to buy but are fighting fires and need to put them out 
first. 

* The Wounded(some fatally) - Hedge funds on the wrong side of the trade and getting 
hit hard on financing, marks, and margin calls. CDO managers have/wtll start to disappear. 

* The Opportunistic - Hedge Funds, Prop desk. Insurance Cos, and Money Managers 
with dry powder. This group was on the right side of this move and is trading! at least 
trying to). A portion of this group hasn't played in subprime or CDOs in years. They are 
returning to look and selectively buy.... very cautious because they believe more widening to 
come . 

What next week will bring: The watch words for next week will be month end marks.... and the 
intact on customers. 
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From: Sparks, Daniel L 

Sent: Saturday, August 1 1 , 2007 3:41 PM 

To: Montag, Tom; Lehman, David A.; Mullen, Donald; Swenson, Michael 

Subject: Re: Japan exposure to CDOs 


Loans are marked around 93, team thinks they should execute above but market tough. Stark 
agreed to take have the resid and looking at subs. Tecun shooting to get deal converted to 
securities this month, sell what it call. Could slip into sept 


Original Message 

From; Montag, Tom 

To: Lehman, David A.; Mullen, Donald; Swenson, Michael; Sparks, Daniel L 
Sent: Sat Aug 11 12:01:56 2007 
Subject: Re: Japan exposure to CDOs 

What Is overall balance sheet now? What has happened theVHlI loans u bought? Where are 
those marked? 

Original Message 

From: Lehman, David A. 

To: Montag, Tom; Mullen, Donald; Swenson, Michael; Sparks, Daniel L 
Sent: Sat Aug 11 11:35:03 2007 
Subject; Re: Japan exposure to CE)Os 

Very general- 

Long correlation in abs and onbs via sup snr shorts in correlation book 3bb abs BBB/BBB- 
and 5bb onbs A/BBB/BBB- (ie positive gamma and we benefit from systemic spd moves and get 
hurt from. idiosyncratic defaults or spd moves) 

Overall long cmbs AAA/AA, short A, flat BBB/BBB-, short BBa, short Commercial Real Estate 
CDOs 

Short abs cdos overall from AAA to A, biggest concerns on the long side r 300inm TWOLF sup 
snt AAA bot from BSAM (60-90% tranche) and 450inm HOUT BAY AAA retained from new issue 
(15-45% tranche) 

Hope to have traction with on 450mm hout bay this week 

Also, as swenny/deeb/josh have done an awesome job sourcing risk, the CDO transition book 
AAA ABX short decreased from l.BSbb to 250mm over the past 2 weeks - we love covering that 
trade, we might keep l-lSOmm on as a way out-of-the-$ option but feel it is not a great 
hedge for the long cdo risk in that book 


Redacted by tfie ^riRHwnt 
Subcomnittec w Im'eM^HSnu 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street } New York, MY 10004 


Permanent Subcommittee oa Investigations 1 
fyali Street <fi The Financioi Crisis I 
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Tel: 212-902-2927 i Fax: 212-902-1691 
e-mail : david. lehmanggs . com 

1 Mob: 917-«HHM 

1 1 ■ Radactcd Me PtrmancBt 


1 

ScbcMBBhtce wa liivcst%stk»s 


Original Message 

From: Montag, Tom 

To: Lehman, David A. j Mullen, Donald; Swenson, Michael; Sparks, Daniel L 
Sent! Sat Aug II 10:58:17 2007 
Subject: Re: Japan exposure to CDOs 

What trades do we have on now? 

Original Message 

From: Leh^n, David A. 

To: Mullen, Donald; Swenson, Michael; Sparks, Daniel L 

Cc: Montag, Tom 

Sent: Sat Aug 11 10:27:57 2007 

Subject: Re: Japan exposure to CDOs 

Don’t thk so - we haven’t covered any CDO risk (we have gone the other way by 1.4bb since 
june 1st) and that is, where the mkt still has bad longs - thk AAA nobs is a very different 
trade 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street j New York, NY 10004 
Tel! 212-902-2927 ! Fax? 212-902-1691 

e-mail j david. lehmanSgs . com 


— — Original Message — - — 

Front: Mullen, Donald 

To: Swenson, Michael; Lehman, David A.; Sparks, Daniel L 

Cc: Montag, Tom 

Sent: Sat Aug 11 10:21:25 2007 

Subject: Fw: Japan exposure to CDOs 

Did we cover to soon? Looks like more selling at the higher end of cap stack 


— — Original Message — — 

From: Mensah, Bernard 
To: Mullen, Donald; Salame, Pablo 
Sent: Sat Aug 11 10:14:43 2007 
Subject: FW: Japan exposure to CDOs 


— Original Message -- 

From; Gottfried, Michael A 

Sent; Friday, August 10, 2007 5:02 PM 

To: Mensah, Bernard 

Cc: Fernandez-Aller, Carlos; Chew, John 
Subject: RE: Japan exposure to CDOs 
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BankThaialsosaid today that they are more ex posed to I 
through Most tranches were rated IBB 


sounds like 


The article also said "BankThai's total investH»nt in CDOs is about ?427 million, or 6,4 
percent of its total assets". 


Bank Thai bought BBHHIIIIIB CDOs backed by (_ 

portfolios . Sales tells me that we did not sell any of the 
to BankThai. 


RCBC in the Philippines said they may bel^uid^ing CDOs currently marked BHIHB The 
July month end marks we sent them were BHIHB 


Original Message 

From; Gottfried, Michael A 
Sent; Tuesday, August 07, 2007 1:45 PM 
To: Mensah, Bernard • 

Cc: Fernander-Aller, Carlos; Chew, John 
Subject: Japan exposure to CDOs 

Following up on your question about pan-Asia CDO exposure, there was the below story on 
Bloomberg this morning about Shinsei having some CDO of ABS exposure. 

Of course there is also the Japanese corporate with a large exposure to CDOs through the 
trade with us. 


Redw^ed by (he Pcnoineat 
SttbounititWoB iovcstigatiMs 


Shinsei Has $200 Million in Possible Subprime Loans (Updatel) 
2007-08-06 23:50 (New York) 


(Adds earnings in last paragraph.) 

By Takahiko Hyuga 

Aug. 7 (Bloomberg) — Shinsei Bank Ltd., the first Japanese bank bought by overseas 
Investors, said it has about $200 million Invested in U.S. mortgage-backed securities that 
may contain subprime loans. 

A quarter of the Tokyo-based bank's investments in U.S. 
mortgage-backed securities are of the riskiest type, known as equity tranches, the bank 
said. Losses on these at the end of June had reached as much as $30 million, according to 
Tokyo- based Shinsei spokesman Shinji Hasumi. 

Fallout from the slun^ing U.S. housing market continues to spread, with Bear Stearns 
Cos. yesterday ousting Co-President Warren Spector after errant trades that led to the 
collapse of hedge funds controlled by the firm. Investors have sold shares of banks and 
Insurance companies in Australia, Singapore and Taiwan after they said they held 
securities backed by U.S. 

mortgages given to borrowers with patchy credit records. 

Shinsei said on July 30 first-quarter profit rose 63 percent to 31.2 billion yen ($263 
million) on a 20.6 billion yen one-time gain after the sale of its housing loan unit to 
Sumitomo Trust & Banking Co. in April. 

—Editor; Richardson. 

To contact the reporters on this story: 

Takahiko Hyuga in Tokyo at +813-3201-7498 or thyugaSbloomberg.net. 

To contact the editor responsible for this story: 

Ben Richardson at +852-2977-6467 or 
brichardson8@blopmberg.net . 

JTAGINFO] 
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8303 JP <Equity> 
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From: 

Sent: 

To: 


Cc; 

&jbject; 


Swenson, Michael 

Tu^ay, August 21, aW? 7:^ PM 

^exander, Lee; Buono, Mark; Finck, Greg: Gasvoda, Kevin; Lehman. David A.; Bimbaum, 
Josh 

Mullen, Donald: Salame, Pablo: Sparks, Daniel L; Petersen. Bnjce; Brafman, Lester R; 
Kaprelian. Michael; Andrea, Mireille N. 

RE: Mortgage Commentary for Firmwide Risk Committee 


ABS Summary 


1) ABX 07-1 Closing Price and Changes for the week ended August 21st; 


AAA 

92-16 

Weekly Change 
+1 . 0 pts 

AA 

67-16 

-2.5 

A 

44-16 

-3.5 

BBB 

33-00 

-4.5 

BBB- 

32-00 

-5.0 


“ lUdactetl by tfie PMnMncnt 
Ssbcennittcc on Invei^prtioh 


2) General Color 

• This evening S&P released negative rating actions on 4 out of 5 of the existing SIV 
Lites tmarket value CDOs funded by CP). The ratings actions affect $5.5 billion of 
outstanding ABS CP. 

• ■■HHHi liquidated of cash subprime bonds on Monday which was one of the 

4 programs put on watch by SsP. Bonds traded at 84-00 (implied curam losses >35%). 19 

dealers were shown the list Goldman bought half of the list and sold 1/3 of what we 
bought . 

• AAAs and AAs were much better bid on Tuesday as the street is net short ABX at the top 
of the capital structure. 


Index and synthetic flows are at a near standstill. We traded only $125rron of Index 
risk in the past 2 days. 


3) Current SPG Trading Desk Position Summary: 

• RMBS AAA - long $2.2bb 

• RMBS AA - long Sl.Obb 

• RMBS Slngie-As - net short $0.9bb (100% in single-name CDS) 

• RMBS BBB/BBB- - net Short $3.5bb (80% in single-name CDS - 60% in 2005 vintage) 

4) August 14th - 2l3t 

Total ABX Indices by Rating Bought this week: 

AAA $730mm 

AA 190 

A 165 

BBB 220 

BBB- 280 
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Total $1, 555mm 


ABS and Correlation Desk Net ABX Risk Change on the Week: 

AAA +4 64mm 

AA +125 

A +40 

BBB + 60 

BBB- • +133 


Total +822mm 


From: 

Sent: 

To: 


SiAject: 

Importance: 


Alexander, Lae 

lljesclay, August 21, 2007 3:57 m 

Buono, Mark; Rnck, Greg; Gssvoda, Kevtn; Lefmtan, David A; Swenson, Michaei 

Mullen, Oon^d; Salame, PaUo; Sparle, Oantel L; Petersen, Boice; Brafman, Lester R; Kaprdlan, Michael; Andrea, MIrellle N. 

Mortgage Cormnentary for Brnwide Risk Cornmioee 

Hl^ 


Mark / Greg / Kevin / David / Mike - 

Apologies the ^lot ncxice, however, in preparaticm for Risk Committee tomorrow morning, Don ! Pablo / Dan / Bnice were 
hoping to receive commentary for your respective businesses between now and 7 AM. Commentary should include market color, 
risk cmnmentary, and information related to market flows. 


Please cc^y all parties CXl'd on die email • in order to facilitate the delivery of the information. 
Appreciate your feedback - Thx, Lee 


Confidential Treatment Requested by Gddman Sachs 


GS MBS-E-010619376 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 


Frm 01446 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 .TXT SAFFAIRS 


PsN: PAT 



1443 


Footnote Exhibits - Page 3701 


Frcwn; Montag, Tom 

Sent: Wednesday, August 08. 2007 4:38 PM 

To: Lehman, David A.; Swenson, Michael 

SubJecH:: RE: 


gfeat»«ndw on to the 3 Billion short 


Fn»n: l^man, Da^ A. 

Sent: Wet^tesday, August 08, 2(»7 4:36 m 

To: Mcuttag, Tom; Swenson, Mfdtad 

RE: 

Gamma hewing get our wnbs short very close to home - If die mkt ccrnKnues to rally we do nt^ need to hedge much 
more, maybe another 100-200mm BBSs 


Rom: Montag, Tfem 

Salt Wedne^, August 08, ^7 4:3S PM 

To: Swenson, Lehman, David A. 

Subject: RE; 

guess we are still short a iot-did gamma take us out of some risk? what is game plan? 


From: Swenson, Michael 

Semi; Wedr^ay, August 06, 2007 4:35 PM 

To: Mofitag, Tom; Lehman, David A. 

Subject: RE: 

Lota of moving parts pre estimate estimate is down 100mm 


From: . Montag, Tom 

Suit: Wednesday, August 08, 2007 4:29 PM 

To: Swenson, Michael; Lehman, David A. 

Subject: RE: 

that's net of aaa-what about rest ot cap structure? p and 17 


From: Sweuon, Michad 

Sent: Wednesday. August 08, 2007 4:24 PM 

To: Monag, Tom; Lehman, David K 

Subjocl: REt 

ABS 

Market rallied especially at the top end of the capital structure - AAA (up 
2pts)/ AA (up 3pts), A <up 2 pt) . 

We bought 300mm of AAA and redistributed to internal desks. Department net 
short is 3.1bb of AAA right now. 


From: Montag, Tom 
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Sent: Wednesday, Auguft0l^20074:l9m 

To: Lehman, El^vid A.; Swenson, Michael 

Subject: 

what happened today? 
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From: Winkelried, Jon 

Sent: Thursday, August 09, 3)07 2:06 PM 

To: BlanWein, Lloyd; Cohn. Gary 

Subject: FW: 




aM-o lUdactcdbytbePcnsaacat 



StriKoramktN en ie«eit}gMl«s 



Sent Ihuralay, August 09, 2007 2:01 W 

To; VWnkdrted, Jon 

Std^dct: RE: 

stat art), gss. systems, mortgages , money markets, credit, munis 

stat art) down 25 million, gss seeing nothing, systems hanging In, mortgages bought back 1 billion of 3 
billion short in AAA indices at 1/2 to 1 point better 

than yesterday, money markets steady as she goes except for stctd vehicles--GS funded in GP weii, munis 
no pain but no way to lower risk right now, 

credit weaker by about 1/2 of yesterday move-don't know on stctd credit 

sat down with or visited rayl, mitch and george on 44 

visited barringer on 29 

ashok on 26 

swenson gasvoda on 26 

mullen and harvey on 50 

heller and msso and levin on 50 

scope on 50 

talked tot|H||||about getti^MMo fund some of our commit ment-ca illng^Bl^now 

getting price on option from on buying our loans--tom talked totfiHldirectly-sti!l think buying option 

would _______ 

be good In land of 

things actually a bit quiet except for rumours, aaa short covering 


From: WinMried, Jon (EO S^) 

S«nt: Thursday, August 09, 2007 1:S7 PM 

To: Montag, Tom 

Subject: RE; 

Good. What have you been focusing on today 


From: Montag, Tom 

Sent: Thursday, August 09, 2007 1:S1 PM 

To: Winkelried, Jon 

Sufaje^ 


fyi I didn’t go 
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From: 

Sent: 

To: 

Subject: 


Sparks, Daniel L 

Tuesday. August 07, 2007 10:46 PM 
Montag, Tom; Mullen. Donald 
RE; Gsc ms prop/pauison swap 


•Nat-Tn?pl±-clt:±y-^~iyirtr-we-^eep-bT3yiTig^i-s-k-We-need--to-keep-totrsdTrrg-ftftft-ABX7— end-n-ow-we-t 
start looking to cover some CDO CDS 

Original Message 

Froms Montag, Tom 

Sent! Tuesday, August 07, 2007 6:26 PM 
To: Sparks, Daniel L/ Mullen, Donald 
Subject: Re: Gsc ms prop/paulson swap 

Leaves ua a lot shorter-did we take off anything else? 

Original Message 

From: Sparks, Daniel L 

To: Cohn, Gary (EO 85B30) ; Montag, Toni; Mullen, Donald 
Sent! Tue Aug 07 18:13:04 2007 
Subject: Gsc ms prop/paulson swap 


Done. We will recognize positive S37mm, but market ran hard on us today so overall 
department revenue will be down. 

1.085 billion gsc cdo super senior sold 
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From: Spares, Daniel L 

Sent: Monday. Au^st 20, 200? 9:10 AM 

To: Mon tag, T om 

^b|ect: RE: illl loans 


■We'are"plannirg tO'cx5nfinije to playoffense:'The Wg focus has been'varrafxJ how tO'CutrBcitihe-agreernentwas-notio-^ 
trade to mani|»jlate var only, trade to do what we think is smart. The var numbers greatly overstate the shorts, and we 
did some calcidations last we^ that say we are long. Discussions on the up the qi^lity trade ( tc^ cap stadc and 
quali^ coliatera!) were had in various times vnto don, gary artd We arenl going crazy vrith it, just being q^rturnstic. 
Before wre get large, we are going to lay oift strategy for the you. 


Ftcwik Montag, Tom 

S«nt: Mwiday, August 20, 2007 9:03 m 

To: Sparic^iartiel L 

Sutdoct: RE: |B| 

we should reduce some basis IMO 


who did you go through it with 


SBfacomaittce on Inmtigatiom 


From: ^lartes, Oar^ L 

Sent: Mon^, August 20, 2007 9:02 AM 

To: Mon tag T om 

Siadect: R£: (jjl^ (cans 

As a overall business, we're not short AAA's anymore. We are putting on the long index (mostly AAA)/short single 
name mezz trade <hi. We went through it with a bunch of peq)le last we^ and should walk you through it ^ay. 
Ne^or has been reluctantly covering arxj has about 500 aaa to go and we are having high energy disoission on it. 


From: MorRag, Tom • 

Sont: Monday, August 20, 2007 8:57 AM 

To: Spa rta, D ante! L 

Subject: RE; loans 

heavily isnl the half of it--we have bought back 4 - 5 billion and still short 


From: Sparta, Oanlal L 

Sont Monday, August 20, 2007 8:58 AM 

To: Spa rta, Ca nlel l; Montag, Tom 

Subject RE: d|loars 

And loan books had been heavily net short (still are some • especially nestor in ait a) and I have been forcing 
them to cover over the past 2 weeks 


From: Sparta, Daniel L 

Sent Monday, August 20, 2007 8:55 AM 

To: MontagjTom 

Sutdoct RE: fUl loara 

Abx fcK ^ead, whatever the appropriate thing (prc^bly 2 yrs) for rates 


From; Montag, Tom 

Sent Monday, August 20, 2007 8:54 AM 

To: Spa rta, D aniel L 

Subject RE: fl^loara 
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Froiti: 

Sent: 

To: 

Cc: 


Swenson, Michael 

Tuesday, August 14, 2007 10:31 PM 

Mullen, Donald; ^arks, Dani^ L; Salame, Pablo 

Lehman, David A.; Brafman, Lester- R; Swenson. Michael 

FW; ABS Summary fw We^ Ended Ai^iust 1 Wh 


Nothing new - extremely quiet over the past couple of days considering all of the issues 
surrounding the sector. . . 

Top Of the capital structure is where all the action is. AAAs are extremely cheap want to 
scale into a large long timing is the real issue with all that is going on in the CP 
market . 


1) Current Desk Position Summary; 

• RMBS SinglQ-As - net Short $1.0b0 100% in single-name CDS 

• RMBS BBB/BBB- - net short $3.5t»b {80% in single-name CDS - 60% in 2005 vintage) 

• Correlation Desk - net short S0.4bb of ABX 06-1 BBB and BBB- 

• Mortgage Department ABX net fait AAAs 


2) {feek Ended August 14th 

Total ABX Indices by Rating Bought this week; 

AAA $3, 840mm 

AA 250 

A 75 

BBB 0 

BBB- 42 

Total 4,207mm 

ABS and Correlation Desk Net ABX Risk Change on the Week; 

AAA 435mm 

AA + SStren 

A - 26nim 

BBB - 65mm 

BBB- - llmm 

Total + 428rrin 

Total Mortgage Dept Net ABX Risk Change on the Meek: 


AAA +3,900nOT 

AA + llOnm 

A + 19mm 

BBB — 55mm 

BBB- - llmm 

Total +3, 963mm 
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, 

From: Bimbaum, Josh 

Sent: Sunday, August 1 9, a307 1 1 :48 PM 

To: Lehman, David A.; Montag, Tom 

Cc: Sparks, Daniel L; Mullen, Donald; Swenson, Mi(^ael; Finck, Gi 

Subject: RE: Mtg Department WeeMy Update 


On the AAA outperformance question^ I think AAAs would have performed similarly without 
our adding. Given the remote likelihood of loss on "real" WffiS AAAs {i.e. not AAA CDOs), 
trading around 90 is mostly a liquidity trade and last week's injection of liquidity 
should have been particularly constructive for AAAs. Of note, we saw AAA buying from 
relatively conservative accounts not normally involved in outright strategies (III, for 
exan^le) . 

Original Message 

Fromt Lehman, David A. 

Sent: Sunday, August 19, 2007 9:23 PM 
To; Montag, Tom 

Cc: Sparks, Daniel L; Mullen, Donald? Swenson, Michael; Finck, Greg; Birnbaum, Josh 
Subject; Res Mtg Department Weekly Update 

Going back to your previous question - Net/net the department is long 600ish mm ABX AAAs 
(short the seasoned 06-1, long the newer 07-1 index) 

Swenny or Birnba\im can speak to your question re: AAA ABX px action 

Wrt correlation, just the super senior RMB3 trades (40-100% or 50-100% of BBB/BBB- 
subprime portfolios) were impacted 

The desk is currenty evaluating the right parameter for the canbs super senior shorts but 
we have not had as much observability as we have had in rmbs 



» Rnlacted by the rcnnaBeirt 
SvbcMiaittM M iBvntitaHeia 


David A. Lehman 
Goldman, Sacha & Co. 

85 Broad Street j New York, KY 10004 
TelJ 212-902-2927 | Fax: 212-902-1691 

e-mail: david.lehman@gs.com 


— — -Original Message — — 

From: Montag, Tom 
To: Lehman, David A. 

Sent: Sun Aug 19 20:42:07 2007 

Subject: Re; Mtg Department Weekly Update 

How much of aaa outperforming was us buying? 

What assets were affected by correlation change? 

Original Message 

From; Lehman, David A. 

To: Montag, Tom 

Cc: Mullen, Donald: Sparks, Daniel L; Swenson, Michael; Finck, Greg 
Sent: Sun Aug 19 19:20:36 2007 
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Subject: RE: Mtg Department Weekly Update 
Got it 

Of the ~1.6bb AAA ABX bot 1 believe SOOraa was SPG trading getting longer and 700rraii was 
short covering in books (Ait A, Hybrids) 

I don't have the current AAA ABX position S the dept level in front of me but will get it 
and circle back 

Original Message 

From; Montag, Tom 

Sent; Sunday, August 19, 2007 7:11 PH 
To: Lehman, David A. 

Subject: Re; Mtg Department Weekly Update 

I saw the change. I wondered if that covewred risk or took us long. Understand net is same 
we are longer 

Original Message 

From: Lehman, David A. 

To; Montag, Tom 

Cc! Sparks, Daniel L; Mullen, Donald; Swenson, Michael; Finck, Greg 

Sent: Sun Aug 19 19:07:36 2007 

Subject! RE: Mtg Department Weekly Update 

Added Finck, he can speak to your first question re: Fixed Agcy 

On your second question, the dept net added subrprime risk via ABX and reduced risk in AAA 
CMBS (TRS and AAA CMBX) 

The dept net added risk via ABX S across the curve but predominantly S the AAA level 
(below from Swenny) 

Mortgage Dept Net ABX Change on the Week 

AAA +1,580001 

AA + 115 

A +50 

BBB + 155 

BBB- + 100 

Total +2, 000mm 

On the CMBS side the dept reduced Ibb of AAA risk which was the desk selling down a 
natural long (l.e. from long Ibb to fiat) 


——Original Message 

From: Montag, Tom 

Sent: Sunday, August 19, 2007 6:50 PM 
To: Lehman, David A. 

Subjects Re: Mtg Department Weekly Update 

Fixed agency. Are we trying to get down? What did we buy? 

How much did whole dept reduce risk this week? Was it all indices again or did we 
actually cover aby shorts? 

- — Original Message 

From: Lehman, David A. 

To: Montag, Tom; Sparks, Daniel L; Mullen, Donald; Salarae, Pablo 
Cc: Swenson, Michael; Finck, Greg 
sent; Sun Aug 19 17:03:46 2007 
Subject; Mtg Department Weekly Update 
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Resi Mortgage Update (Finck) 
Mortgage Derivatives 


* Remains most stable and orderly Resi mortgage market 

* Flows are healthy: JPMIM selling ~1B Inverse 10, Countrywide selling 600imn PO, otherwise 
insignificant 

* Better demand for levered, non-balance-sbeet-intensive positions (lOs, Inverse lOs) 

* P&L on week; +$500k 

* Hedges; Pass-throughs, Swaps 

Fixed Agency/Prime 


* Spreads continue to widen under selling pressure (AAA • super-senior Pass-throughs now 
1-24 back from FNMA) 

- Dealers {particularly Countrywide) are overloaded and dunging bonds into any 
available bid 

- Only 2-3 active street bidders; most dealers are passing on everything 

* Decent two-way flows: Sold roughly $1B CMOs on week, and bought approximately S700nnn 

* P&L on Week; -lOrtro on spread widening: Making money trading, but losing more money on 
positions mark-downs in widening 

Position size (Secondary, New issue, and Loans) : - $6B 

* Hedges: Predominantly Agency Pass-throughs, with some swaps 

Hybrid Agency/Prime 


* Very heavy selling. Bid $10B-$15B on the week mostly out of Reits (Thornburg, KKR, FBR) 

* Spreads continue to push wider on supply pressure (AAA Libor Floaters now L+lOO) 

* Bought and sold over $2B. Developing good supply/demand balance with large money 
managers becoming big buyers 

* PSL on Week: -SlSmm 

* Position Size (Secondary / Loans): ~S4B 

* Hedges: -SOOmm ABX (down from over $1B), Agency Pass-throughs, and Swaps 
Alt-A 


* Very light origination volumes: less than $500imn on week 

* Significant widening in AAAs, both Fixed and ARMS 

- Super-Senior AAA pass-throughs widened a point on week from FNMA: now back 3-24 
(3pts Wider over month) 

- AAA Hybrids also much wider: 25-fbps on week 

* PfiL on week (ex Residual writedown) : +10ssn on ABX widening 

* Position Size: -SOOmm loans 

* Hedges; Short $16 ABX AAAs. Covered back SOO+Rsn ABX on week, need to cover more 
Subprime/Scratch and Dent 


* Very quiet with essentially no new origination 

- we continue to work on Cbass portfolio for potential buy opportunity 

- also, working on new deal with HSBC loans: weak investor interest 

* P&L on Week: 7Rtn (ABX widening) 

* $1.3B ABX short vs $1B Subprime and fOOaim S&D position 


ABS Summary (Swenson) 

1) Closing Price and Changes for the week ended ABX 07-'!: 


AAA 91-00 
AA 67-00 
A 45-00 
BBB 35-00 
BBB- 33-16 


Weekly Change 
+1 . 5pts 
-3. Opts 
-3 . Spts 
-3.5pts 
-3 . Spts 
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2) General Color 

* Market was up as much as 6 or ? points post Fed announcement this morning. Market 
came off the highs as fast money faded the rally with the market closing up 2 points on 
average 

* Further liquidations from real money accounts facing reden:?>tions . Multiple billions 
of AAA and'AA home equity out for bid with roughly two-thirds trading 

* Moody's downgraded 84% of the second lien universe including 78 AAA bonds, likely to 
trigger numerous forced sales 

* S&P dovmgraded 158 Alt-A deals that had been previously on watch 

3) Current SPG Trading Desk Position Sumraarys 

* RMBS AAA - long $2.2bb 

* RMBS AA - long $1.0bb 

* RMBS Single-As - net short $0.8bb 100% in single-name CDS 

* RMBS BBB/BBS- - net short $3.5bb (80% in single-name CDS - 60% in 2005 vintage) 

4) August 13th - 17th 

Total ABX Indices by Rating Bought this week: 

AAA SI, 580mm • 

AA 180 

A 175 

BBB 180 

BBB- 282 

Total $2, 397mm 


ABS and Correlation Desk Net ABX Risk Change on the Weeki 

AAA -t- 865mm 

AA i- 115 

A +50 

BBB + 1S5 

BBB- , + 100 

Total +1, 285mm 


Mortgage Dept Net ABX Change on the Week 

AAA +1, 580mm 

AA + 115 

A +50 

BBB + 155 

BBB- + 100 

Total +2,000inm 


CMBS (Lehman). 

Summary 

* Continued mezzanine underperformance - AAAs finally managed to rally, with both cash 
and CDS spreads 5 tighter on the week while AA/A/BBBs were off 30 bps (2 pts) and SBs were 
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unched 

* Real and fast $ now putting cash to work i the AAA level, with the market trading a 
bit short in the on-the-run names - BlackRock has been the largest buyer 

* Desk cmbs risk - Overall very close to home - small long in AAAs/AAs, short As, 
small long BBBs/BBB-s, and short BBS 

* CMBS Trading sold ~l+bb of AAA risk Into the rally this week to take position from 
long ~l!tim/bp to 200k/bp flat 

* AA through BB CMBS risk did not change materially wk/wk across CMBS Trading OR 
Correlation 

Mkt moves week/week 

* lOyr AAA cash CWBS spds 5 tighter on the week 8 S+65 bps middle 

* AA OTR CMBX spds were 30bps wider <~2pts} to 175 middle 

* A OTR CMBX spds were SObps wider (~2pts) to 270 middle 

* BBB OTR CMBX spds were 30bps wider (■>2pts} to 5X5 middle 

* BBB- OTR CMBX spds were SObps wider (~2pts) to 630 middle 

* BB OTR CMBX spds were unched 0 975 middle 

Customer Flows 

* AAA flow was better to buy, particularly on Friday after the Fed discount rate move, 
with real and levered $ involved and adding risk - akt trading in a 10 bp range on the 
week and closed 0 the tights (5 tighter wk/wki 

* Not a lot of conviction down in credit - Market was 40 wider on Thursday and 40 
tighter on Friday, with the Street largely playing defense and flows overall better for 
sale - the "easy” trade is to buy protection and we are seeing that across the board, 

* Most of the flow is new shorts being added to the market a opposed to longs 
capitulating, and the Street just does not want to position any risk in the context of the 
last print 


Current Risk and wk/wk change 

* AAAs - Desk long risk iQ6k/bp in the CMBS trading book. Wk/wk cmbs trading sold 
700k/bp in risk while correlation risk was +/- unched 

* AAs - Desk long risk 125k/bp via CDS, position entirely in CMBS- trading - Wk/Wk this 
position is unched 

* As - Desk short risk 250k/bp in 2005 and newer vintages - cmbs trading short 75k/bp 
and correlation short 175k/bp -No significant risk change wk/wk in CMBS Trading or 
Correlation 

* BBBs/BBB-s - Desk long risk I50k/bp in 2005 and newer vintages - cmbs trading long 
350k/bp and correlation short 200k/bp - No significant risk change wk/wk in CMBS Trading 
or Correlation 

* BBS - Desk short risk 290k/bp in 2005 and newer vintages, with both correlation and 
cnibs trading short - Wk/wk this position unched 

CDOs (Lehman) 

* Desk was able to short 1004m notional on the week 

* Sold one cash "A" and bought protection from two different counterparties 0 the 

"AA” and "A" level 

* Plows largely from hedge funds and fast money desks covering short risk positions - 
we still have not seen a lot of new longs in the market 

* First time in 64- weeks we have seen decent trading activity 

'* Market continues to be dislocated with few dealers making markets and nobody looking 

to get long risk 
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From: Avanessians, Armen 

Sent: Monday, July 30. 2007 6:06 PM 

To; Broderidc, Craig 

Subject: FW: Some important questims about AAA Kibprime- advise as to who can answer- 


Fyi, thought you'd be interested as well.. 

Original Message 

From: Brazil, Alan 

Sent: Monday, July 30, 2007 6:03 PM 
To: Avanessians, Armen 

Subjects FW: Some inportant questions about AAA 
answer — 


Fyi, thought you would be Interested. The questions was raised by rosenblum below. 

Original Message 

From: Brazil, Alan 

Sent: Monday, July 30, 2007 8:47 AM 

To: Rosenblum, David J.; Raz, Shlomi; Bohra, Bunty; Wiasel, Elisha 
Cc; Sobel, Jonathan 

Subject; RE: Some in^ortant questions about AAA stibpriroe — pis advise as to who can 
answer — 

Well, as is becoming clearer to the market is that the subprime issue is really a triple-a 
issue, either directly as a aaa subprime or indirectly In a aaa cdo. As a rough guide, 
over 909 of a subprime deal are in aaas. And the main strategy for these triple-as is 
leverage, aka, bsam. And once you start downgrading bbb/bbb- you will ultimately be start 
downgrading aaas. And, in my view, that is significant escalation of the subprime 
meltdown. 


SobcMBiBfttct OB InmfigatkHii 


ibprirae — pis advise as to who can 


1 and 2. sivs, or siv lites, these are the abs comical paper programs. These are 
structured vehicles that own highly rated assets, typically aaa, and finance it through ' 
commercial paper and medium term notes. Typically the leverage is 10 to 1, but can be as 
high as 20 to 1. It has two features, one is a backup line of credit from a sponsoring 
bank, and a mark-tO'market threshold. There are three events that would dump assets Into 
the market. 

A. Mark-to-market. In the event of mark that wipes out the capital plus a margin, the deal 
needs to unwound. In this event, the sponsoring bank would step in an finance the assets 
until they are sold. 

B. Downgrade. The other problem for these vehicles downgrades. In this case, they would 
need to sell the downgraded assets or come up with more capital. 

C. Liquidity. If they vehicle cannot fund itself in the commercial paper market, it will 
need to sell assets, since the sponsoring bank's line of credit is limited. 

Clearly, the most immediate problem that the sivs are now facing is liquidity. The 
commercial paper market is starting to tier based on subprime exposure. (I am adding jon 
to the list, since the money market world reports to him}. 

I would be watching fox tiering and failed auctions. In terms of siv or siv lites, the 
latter are the moat vulnerable, since they were a recent innovation, and have a large 
exposure to the sector. 

3. A problem that will ultimately dwarf their ^f^problem. They own aaa 
subprime with about 2.5 to 3% capital against. However, the market is more focused on them 
as a potential beneficiary of the subprime problem, see stock price. Both provide clues 
to their mark-to-market hits, and as subpclme aaas go south, the extent of the problem 
will become clearer. 

4. Monolines. Big problem with subpriree/cdo. For example. ACA, has 10 billion of 
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super/seniot mez cdo exposure that was originated in 2006-2007, think dollar price 60 to 
90, and a laark-to-aarket loss of 2 to 4 billion. Unfortunately, they have only 400 intn of 
capital. Others are in better condition, either more capital or better assets. For 
example, flHI has 14 billion of super/seniot exposure, of which 12 billion is high grade 
cdos (avg act 14%) , and 2 billion is roez cdo{ avg att 36%) . Not sure of market for hg ss 
in cdo, but lets me optimistic and say 90. And lets be optimistic and say 70 on the mez. 

So, mark-to market hit of l.S billion or so. Oh and by the way they have 42 billion of 
cinbs aaa exposure. 

However, these are not mark-to-market institution but rather mark to model and ratings.. 

So, only a big problem when the rating agencies start downgrading, which they will, and 
soon. In that scenario, they will need to come into the market to get more capital, and 
that will be an issue. 

Bigger problem with the industry, I think, is alt-a. Many of the monolines avoided the 
subprime mess directly. Instead, they moved into alt-a, and that sector is started to 
follow sufaprime, which it should, driven by housing price declines. 

5. iP not sure how to help. Investors who have talked to them say they are "comfortable 
with their marks", of course they still have first Frankiyn at 1.5 billion, the price they 
paid for it. 

6. PH Difficult to sort out, lots of wrapping by corp parent, but it was a problem at the 
aaa level, ask fannie. I am looking at mh as we speak, so I can give you a little more 
info . 


Also, the banks are the hidden players in all this at the aaa level. Not only were they 
the sponsor of many of the sivs, but they also had a large securitized lending business 
using aaas as collateral. 


Over ail, I think the aaa problem, as was brought up by the ny times this Sunday, is the 
main issue. And it slowly becoming the focus of the market. At its heart, the main shoe to 
fall will be when the rating agencies downgrade to the aaa level. I don't see as they have 
much of a choice. Mez aaa cdo trade in the 20 and 30a cannot be overlooked even by the 
agencies . 


‘ Redaclcd by tbe Penaaitent I 
^ Sabcemminec an InmtisatfaHis | 

——Original Message ' 

From: Bosenblum, David J. 

Sent: Monday, July 30, 2007 8:04 AM 

To: Raz, Shloml; Bohza, Bunty; Brazil, Alan; Wiesel, Elisha 

Subject: FW: Some In^sortant questions about AAA subprime — pis advise as to who can 
answer— 


perhaps one of the four of you can dig in here? 

would be very helpful 

thanks 

d 


-Original Message 

From: Rosenblum, David J. 

Sent! Monday, July 30, 200? 7:21 AM 

To: Rosenblum, David J. / Kamilla, Rajiv; Egol, Jonathan; Swenson, Michael; Sparks, Daniel 
L 

Cc; Roberts, William; anelich, Justin; Mullen, Donald; Rosenblum, Steven 
Subject: RE; Some in?3ortant questions about AAA subprime — pis advise as to who can 
answer — 


what is happening pis? 


2 
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Original Message 

From; Rosenblum, David J. 

Sent: Sunday, July 29, 2007 7:46 PM 

To; Kamilla, Rajiv; Egol, Jonathan; Wiesel, Elisha; Swenson, Michael; Sparks, Daniel L 
Cc: Roberts, William; Hickey, Steve; Tse, Irene; VaratUian, Ashok; anelich, Justin; Sobel, 
Jonathan; Mullen, Donald; Rosenfalum, Steven 

Subject: Some inportant questions about AAA subprime — pis advise as to who can answer — 


Rajiv, Jonathan, Swennie, Sparks, Elisha, 

Out of a number of conversations with various people this weekend — these questions: 

1. SIVs — what to watch for, intact of 95 dollar price rmbs AAAs, implications of 
unwinding through asset sales, and also if their ABCP/MTN are affected 2. ABCP facilities 
for AflS CDOs — what causes problem s here {, and what are the implications of backstops 
getting hit 3. ir^licatlons of flfll holdings — are they forced sellers 

at a price of downgrade level? 

4 . Monolines — what should we look for? 

5. WKKKKKKKKtKtKh' was the largest abs cdo shop on the planet, and they haven't said 

a word about aj^ problems — anyone know what is happening here? 

6. SHBHBHIHV ih late 3Qs and early 2000s — did AAAs get downgraded on a lot of 

those? What is risk of AAA RMBS getting downgraded and when do you think timing could be 
like on that. 

Any answers much much appreciated. 

D 


David J. Rosenblum 
Managing Director 
Structured Credit 
Goldman, Sachs & Co 
(Work) 21 2-902-694 1 
(Mob) 917-%HNMI 
(Fax) 212“256-5ai9 


by tfit PemaBCBt I 

SobcomnUtee on | 


E: 
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From: 

Sent: 

To; 

Subject: 


Montag, Tom 

Tuesday, August 14, 2007 3:18 PM 
Cohn, Gary (EO 85B30}; Viniar, David 
Fw: Post 


We will not be going long billions. Lots of risk to clean up first imo 

Original Message 

From: Sparks, Daniel L 

To: Montag, Tom; Mullen, Donald? Cohn, Gary {EG 85B30J? Viniar, David; O'Neill, Tim (FIN 
85B030)? Winkelried, Jon (EO 35830) 

Sent: Tue Aug 14 10:30:22 2007 
Subject: Post 


(1) Mortgage CDO market has continued to be hammered with combination of the large 
dovmward move in subprime BMBS, rating agencies action, and no liquidity. For example, our 
market for the Timberwolf A2 (mezz AAA) that we marked at the end of May at 80. is now 
15/25. Mortgage CDOs are so geared that many tranches are priced to 10 value, and it's not 
just liquidity - there are fundamental cashflow issues. 

(2) AAA ABX and RMBS may be the best opportunity to make a bunch of money. The losses 
implied from the ABX trading levels seem way too high (over 30% cum losses) . We've been 
covering, but we will likely come to you soon and say we*d like to get long billions - and 
we'd stay short BBBish part. The potential for large liquidations may continue to put 
technical pressure on, but once it stops AAA should perform strongly. 

(3) Platforms are interesting out there, but even the good ones are really struggling and 
the trades are hard. The question is, what capabilities are we really getting, and at what 
price. We continue to look hard. 

(4) Liquidity - we are focused on making an adjustment to our bid offer reserves for 
synthetics to reflect how bad liquidity is, and we are working with controllers on it. 
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From; Winke!ri©<J, Jon {EO 85B30) 

Sent: Tuesday, /Ujgust 21 , 2(K)7 1 :07 AM 

To; ^)arks, Daniel L; Cohn, Gary (EO 85830); Vlniar, David; Montag, Tom; Mullen, Donald 

Subject: RE: Big Of^rtunity 


Clearly and 0 ]:^x»tuntiy although we need to control v^t we stockpile before sell. Need velocity thnj system. If 
thirds him south again difficult to finance as we have seen. 


From: Sparks, D»^d L 

Sanb Monday,August20,:^73:lSPM 

To: Cohn, Gary; Vinlar, David; Winiffilned, 3ai; Monta^, Tom; r^en, Donald 

Suhjecb Sg (^>portunitv 


We are s^tng targe Ikpjidahons • we bought $350mm AAA siA^me RMBS from tlHBHHMiSIV unwinds today 
with prices ranging frr^ 77 to 94 (depending on the bond specifics} • these levels price OMnulative losses around 35% 
while AQX 6BB- price cum losses in the low-to-rnkf teens. This is liquidity, fear and teclmicaily driven. We are aiso 
getting frequent calls fix^n originators need to sell loans - mo^ recent Is $1 0B8 frcMn Vfll 

We think it is now dme to start using balance sheet and it is a unique opportunity with real upside - ^ecificatly for AAA 
RMBS. WeVe sdd over SlOOmm of what we bought today ' most up1-2 points. 

That's a great trade • buy and flip 14 ) 1-2 points, however, we're not always going to be aUa to that - mid ^re's the 
oi; 4 )ortunity for us to make 5-1 04 - points if we have a longer term hold. 

I spc^e with Don and Tom this morning, and we are going to come back to them with a spedfic plan descrftiing die 
0 | 4 X>rhjnity and parameters (including funding and risk) relating to buying billions. 

This is consistent vmth our view that the AAA ABX index is a great opportunity and we continue to like it. 


itcdseted by the ftrnmBt 
Sebcommittee m Inmt^ation 


Pernwitnt Subcommittee ob InvestigatioBS 
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From: 

Smt: 

To: 

Subject: 


BirNsaum, Josh 

Tuesday, August 21, 2007.2^)7 PM 

Moniag, Tom; Mullen, Ocwiald; Spatta, Daniel L; Swenson, Michael; Lehman, David A. 
For meeting 


. ABS Outline 


- Graph #1 : Mortgage Dept Position history*** 

- Currently short $4Bln notK^al BBB/BBB-s, $2Bln notional single As, flat AAAs. 

* We are lor^ 13.5 Bln BBB/BBB- 10, effectively reAices our short to $2.5 to $3.0 Bln in BBB-BBB- 

• Over the last month v/e have been ooveiing shorts in BBB irvjex and putting into Conelation book {which has t^n 
getting shorter) 

**• Department-vnde Notionals. RMBS only, Excludes Cash. Correlation. 


- Graph #2: ABX price vs collateral loss 

- At oirrent dollar prices, the implied losses at the AAA level are 2.5x higher than the implied losses at the BBB level 
where we have our shorts (the ratio is even cheaper for cash due to technicals). If AAAs were priced consistent vwth 
BBB implied loss levels, they would to trading 5-lOpls higher In synthetics and 10-I5pl8 higher in cash. 

- We vrauld like to be ofporftjnistic buyers of up to $10Bln aubprime AAAs in either cash or s^thehc (ABX) form 
and run that long against our mezzanine ajbprime shorts. Mortgage dept VAR would be r^uced by 1^5mm and 
Plrmv^dde VAR would be reduced by $25mm 

Trading Strategy: 

We plan to continue to opportuniaically cover shorts in BBB^BB* Index (single names are 10-1 Spts rich to index) and 
add longs at the AAA level. 
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From: 

Sent: 

To: 

Cc: 

Sut^ect: 


Montag, Tom 

Tuesday, August 21. 2007 9:53 AM 
Bimbaum, Josh 

Mullen, Donald; Spailcs, Daniel t 

Re: Potential large subprime trade and impact on FirmytKde VAR 


Fyi. I think it would be much better for all concerned that we all discuss this and any 
strategy and have agreemnt before we go to the presidents and cfo 

Secondly I think we should be reducing our basis trades to reduce var as is 

Let's sit down 

Original Message 

From: Birnbaum, Josh 

To: Montag, Tom; Mullen, Donald; Cohn, Gary <EO 85B30)/ Wlnkelried, Jon (EO 85B30}; 

Viniar, David; McMahon, Bill; Sherwood, Michael S; Salame, Pablo 

Cc: Sparks, Daniel L; Swenson, Michael; Lehman, David A.; Birnbaum, Josh 

sent: Tue Aug 21 09:30:37 2007 

Subject; Potential large subprime trade and io^act on Firmwide VAR 

- The mortgage department thinks there is currently an extraordinary opportunity for those 
with dry powder to add AAA subprime risk in either cash or synthetic form. 

- We would like to be opportunistic buyers of up to SlOBln subprirae AAAs in either cash or 
synthetic (ABX) form and run that long against our S3.5Bln in mezzanine subprime shorts. 

- Mortgage dept VAR would be reduced by $75inm and Fitmwide VAR would be reduced by $25mm. 

- At current dollar prices, the implied losses at the AAA level are 2.5x higher than the 
implied losses at the BBB level where we have our shorts {the ratio is even cheaper for 
cash due to technicals) . If AAAs were priced consistent with BBB implied loss levels, 
they would be trading 5-lOpts higher in synthetics and 10-15pta higher in cash. 

- On the supply aide, we think we can source these assets from SlVs, SIV-litea, ABCP 
Conduits, Sec Lenders, total return accounts. 

- On the demand side, we plan to share this trade quietly with selected r^kpartners. We 
yesterday when we sold 1/3 of th e A AAs purc hase d off t he flHHH list to 

and 100% of the AAAs fromMHIl toMliBBI and 


began doing ; 


— • RxtectedbytbePenBsacat 

SabcomnHlce ob Invotigatioiis 
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From: 

Sent: 

To; 

Cc: 

Subject: 


Bimbaum, Josh 

Tuesday. Aupjst 21 , 2007 10:12 AM 
McMahon, Bill 

Swenson, Michael; Spad^, Daniel L 

RE: Potential large subprime trade ^ impact on Firmwide VAR 


We have the 13.5Bln 10 which makes us less short by $1-1.5 Bln and we are running a long in AAAs, AAa right now. The 
shorts are very rich to where we can cover risk in index and up the capital structure. 


Ffwn: BIH 

SanO Tuesday, August 21, 2007 9:59 AH 

T<K Josh 

Stiidect: RE; Potend^farge sut^rtme trade and Impact on nnnwIdeV^ 

What are we heading against the 3.5b mez 2 shorts ri^ rww? Why don't we Just cover the shorts? 


From: Kmbaum, Josh 

Sent: Tuesday, August 21, 2007 9:31 AM 

To; . Monlag, Tan; Multefi, Oon^; Cohn, Gary (EO KBSO); Wirtcelried, Jon <EO 65030); VIniar, David; McMahon, Bill; 

Sherwood, l^chael S; Sadame, PaUo 

Cc: Spalls, Daniel L.; Swenson, Mchael; tehman, David A.; Bimbaum, Jesh 

Sidijoci;: Pctendal large subprime trade and Impact on Mmiwiile VAR 

- The mextgage department thinks there is currently an extraordinary opportunity for those wth diy penvder to add 
AAA ajt^rlme r\^ in either cash or synthetic form. 

' We wexjid like to be opportunistic buyers of to $10Btn sutH^rime AAAs in either cash or synthetic (AB)() 
form and mn that long against our $3.5Bln in mezzanine sut^rime shorts. 

- Mortgage dept VAR would be reduced by $7&nm and Flimwlde VAR would be reduced by $2Smm< 

- At current dollar prices, the implied losses at the AAA level are 2.5x higher than the implied losses at the BBB 
tev^ where we have our shorts (the ratio is even cheaper for cash due to technicals), if AAAs were priced 
consistent wth BBB implied loss levels, they would be trading 5-10pts higher in synthetics and 10-15pt9 higher in 

• On toe SLpply side, we think we can source these assets from SIVs, SlV-lites, A8CP Conduits, Sec Lenders, 
total return accounts. 

• On toe demand side, we plan to share tois trade quietly w ith sele cted ri sk partners. We began doing so 

yest erday w h en we sold 1/3 oMt^AMs purchased off toe ■■ list to and 100% of toe AAAs 

from dllto ifiiiHI and 


RMiKted by the Pf rmantBi 
Sabemnni^ on IsvcstigatioBi 
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From: 

Sent: 

To: 

Cc: 

Subject: 


McMahon, Bill 

Wednesday. August IS. 2007 2:08 PM 
Cohn, Gary <EO 85B30) 

N^niar, Oavid 

RE: Trading VaR $165mm 


The volatilities and correlations among our assets are really driving the swings in var 
right now. Robert Berry sent out a note last night Indicating that the sensitivity of our 
var models to correlations suggests that the var can swing between 140 and 160 without any 
changes in the con?3lexion of our trading books - essentially, it is noise. The only 
solution is to reduce the sire of the books, which is what we are working on with 
mortgages and credit trading. In credit trading, in Ram’s book, we are long 1.1 dvOl by 
short 3.4 dvOi. He is reducing his short by 550 dvOl today (in monolines, brokers and IG 
index), and we are trying to figure out how much of his remaining short he needs against 
other commitments he has which ARE NOT showing up on his long side. Don and I are meeting 
with the mortgage guys today, and will share with you the plan in that book after its is 
finalized. 

Original Message 

From: Cohn, Gary (EO 85B30) 

Sent: Wednesday, August 15, 2007 1:43 PM 

To: Dinias, Michael; Viniar, David; Montag, Tom; Sherwood, Michael S; Broderick, Craig; 
Berry, Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce; Wilson, 
Ekiward 

Subject: Re: Trading VaR $165mm 

There is no room for debate - we must get down now 

— — - Original Message 

From: Dinias, Michael 

To: Viniar, David; Cohn, Gary; Montag, Tom; Sherwood, Michael S; Broderick, Craig; Berry, 
Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce; Wilson, Edward 
(ED, lNYP/042) 

Sent: Wed Aug 15 13541:22 200? 

Subject: Trading VaR Si65mm 

Trading VaR increased $16rcni, from $149mm to $l€5na, versus $150mm limit. 

Mortgage VaR increased $14mm, from $96mm to SllOmn. Mortgage risk increase was driven 
almost entirely from wider spreads/markdowns on ABS CDOs. 

Credit Trading VaR 

Origination VaR 

Interest Rate Product VaR now stands at WBHHI 


Redacted by the PcrmaacBt 
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From: Cohn, Gary 

Sent; Saturday, July 21, 2007 12:32 PM 

To: Bianldein, Llo^ 

Subject: Fw; Mortgages Estimate 


Original Message 

From: Sparks, Daniel L 

To: Mullen, Donald; Montag, Tom; Viniar, David; Cohn, Gary; Salante, Pablo 
Sent: Sat Jul 21 08:33:39 2007 
Subject; FW; Mortgages Estimate 


The combination of our large AAA ABX index shorts and the relatively new volatility in the 
AAA part of the index will result in much larger daily swings in P&L both ways - like 
Thursday when we were down $50rom mid-day but ended flat, and Friday where about half of 
the P&L was from the AAA Index short. Much of the shorts are hedges for loans and some 
senior AAA CDOs (basis risk}, but there is also a large net short that we are chipping 
away to cover - it will take time as liquidity is tough. 


From: Bin, Ki-Jun 

Sent; Friday, July 20, 2007 6:02 PM 

To; ficc-eod 

subject: Mortgages Estimate RriKltd b, Un PennMeM 

SabcMiiBittcc Oft Isvestiffttions 

FICC Mortgages - Daily P4L Estimate 
I. SUMMARY 


TOTAL 

.Structured Products 71,410,000 

- Resi Prime/Mtg Derivs (375,000} 

- Resi Credit 

- CRE LT 

- ABS L5F 

- SPG Trading 
■ - CDO / CLO 

- Other Structure Products 

Europe 1,225,000 

Other (Advisory, PFG, Managers/Other) 

MORTGAGES 72,635, 000 

Mortgages MTD 102,262,015 

Mortgages MTD 32,535,380 


25,200,000 



64,000,000 

( 22 , 000 , 000 ) 


II. DETAIL 

Business Strategy Desk Daily Total Comments 


STRUCTURED PRODUCTS 
Mortgage Derivative 

Agency Derivatives 
Whole Loan Derivs 
MSR 

Residential Prime (375,000) 
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FHA/VA - Priroary 
FHA/VA - Secondary 

Prime Hybrid - Primary 1,500,000 ABX 

Prime Hybrid - Secondary (1,750,000) non-agency spreads wider 

Agency Hybrid ~ 

Prime Fixed 

Agency 0^0 - Primary (125,000) 

Agency CMO - Secondary - 


Residential Credit 25,200,000 

Scratch and Dent 4,500,000 ABX widening 

Subprime 13,000,000 ABX widening 

Alt-A 14,700,000 ABX widening 

2nd Liens 

Subs (7,000,000) Spreads Wider 

Residuals - Scratch & Dent 

Residuals - Subprime 

Residuals - Alt-A 

Residuals - 2nd Liens 


• R«J«Meilbj.|hePenMTOnl 
atbcommittee on InvmigstwBs 


CRE Loan Trading 

Fixed Large Loan 
Floater Large Loan 
Fixed Conduit 
Transitional Loans 
CRE CDO 

ABS Loans & Finance 
Consumer 
Commercial 
Europe 
Wa rehouse 

SPG Trading 

CMBS Trading 
CRE CDO 



CMBS CDS 
ABS CDS 

ABS CDS, CMBS CDS 


64,000,000 

(5,000,000) 

ABS Trading 57,000,000 

Property Derivatives 
Correlation 12,000,000 


CDO/CLO (22,000,000) 

ABS / MBS CDO (22,000,000) Reserve 

GSI SP Credit Warehouse 

US CLO 

EURO CIO 

CRE CDO 

Retained Principal Positions 


Tax Related Securities 

Mon-economic residuals 
Economic residuals 


Warehouse Lending 
Residential 
Coiranercial 
Asset Backed 


Syndicate 

ABS 

CMBS 

CDO 

RMBS 

Other 
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Total Structured Products 
EUROPE 

Acquisition Finance 
Syndicate 
Trading 

European. CMBS 

Syndicate 

Trading 

Total Europe 

Total Advisory 


71,410,000 



1,225,000 


» Redacted by tbe PermancBt 
Sabcomroitbec on invcstigstions 


Total PFG JV 

Total Manager's Account / Other 


Goldman, Sachs 6 Co. 

180 Maiden Lane 1 New York, NY 10036 Goldman 

Tels 212-357-7385 Sachs 

e-mail: ki-jun .binSgs . com 

Ki-Jun Bin 
Finance Division 


This message may contain information that is confidential or proprietary. If you are 
not the intended recipient, please advise the sender immediately and delete this message 
and any attachments. Follow this link for further information on confidentiality and the 
risks inherent in electronic communication: http://www.g8.com/disclaimer/email/ 
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From: Salem, Oeeb 

Sent; Thursday, Au^st 09. 2007 822 AM 

To; Birnbaum, Jo^ 

Subject: RE; 


of course. . .genevieve was actually forced to revise her estimate to be down less after teh 
email went out... after dan talked to her 


Fram: Blmbaum, losh 

Sait: 'ntursd3y,/^f9ust09, 2007e:l9AM 

Te: Salein, 0^ 

Subject: P£‘. 

I'm sure AAA is being blamed as the reason the dept was down 100 yest. 


Fram: Salem, Deeb 

Sent: Thurs^, /^gust 09, 2007 8:17 AM 

To: Smbaum, 

Sidiject: R£: 

david and clay, was gonna do more with clay but then the street offer came down late 
afternoon 


Fram: ambaum, Josh 

Sent: Thursday, August 09, 2007 8:17 AM 

To: Salon, De«b 

Subject: RE: 

To david? 


Pram: Salem, Oeeb 

Sent: Thurs^, August 09, 2007 8:16 AM 

To: Btmbaum, Josh 

Subject: RE: 

sold 200mm internally yesterday at 98*‘28 


Fram: BImbaum, Josh 

Sent: Thursday, August 09, 2007 8:16 AM 

Te: Salem, Oeeb 

Subject: R& 

Hopefully we get some more triples 


From: Salein, Oeeb 

Sent' Thursday, August 09, 2007 8: IS AM 

To: Birnbaum, Josh 

Subject RE; 

yup. you saw libor rose to 5.86... 


Fram: 8lrre»um, Josh 

Sent Thursday, August 09, 2007 8: 14 AH 

To: Salem, Oeeb 

Subject RE: 

Eurc^ean-related? 
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From: S^em, Deeb 

Sent: 'mursday,August09,20078;13AM 

To: Smb3um.3o^ 

Subject: 

could be a messy one today... 


From: Smb9um, 3osh 

Sent: TtKirsday, August 09, 2007 8: U AM 

To: BIfTtoauin, Josh; Swereon, hfichad; Salem, Deeb; Chin, Edwin; l^ufinan, Jordan; 

Bruns, WIBIam; Primer, Jeremv: Kamilla, Rajiv 
Subject: RE: 

Stiti sick today. Will be checking email. 


From: BimbMm, Josh 

Sent: Wednesday, August 08, 2007 S:46 AM 

To: Swenson, Mcftad; Salem, Oed); Chin, Edwin; Kaufiram, Jordan; Brtms, William; 

Primer, Jeremy 

Sidiject: 

I have the fki. I will not be coming in today. Jeremy, witti ^Ic^ies, if you could 
roll the market ri^ meeting to Friday or Monday please. Thanks. 
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From: Swenson, Michel 

Sent: Wedr^sday, ^jgust 08, 2007 4:44 PM 

To: M(Mitag, Tom; Lehman, David A. 

Subject: RE: 


Nunjbers are not final 

Resi (alt-a,arms, sfid) -SO (ABX AAA shotta) 
ABS trading -ISmm (shorts in 06-1 BBB/BBB-) 
CDOs -20rnm (ABX single-A and triple A shorts) 


Fnun: Montag, Toot 

Sent: WedrtKday, Augu^ 08, 1^7 4: 36 PM 

To: L^man, Da\4d A.; Swetson, Mietiael 

S^iject: R£: 

SO who lost the hundy 


iM- RtdacltdbythePcrmiaent 

Subcommittee oe Im-estifitioiis 


Prom: Uhman, David A 

Sent: Wednesday, August 08, 2007 4:35 PM 

To: f^ntag, Tom; Swenson, heciael 

Subject: RE: 


Rttm: Mwttag, Tom 

S«it: Wednesday, Aigust 08, 2007 4:33 PM 

Te: Lehman, David A; ivttnson, Michael 

Subject R£: 


Prenu Lehman, Davtd A 

Sent Wednesday, August 08, 2007 4:32 PM 

To: Swenson, Michael; Montag, Tom 

Object: RS: 


Cmbs* 



Pram: Swenson, Michael 

Sent VMnes^, August 08, 2007 4:24 PM 

To: Montag, Tom; t^man, David A 

Sul^ect RE; 

ABS 


Market rallied especially at the top end of the capital structure - A^ (up 
2pts), AA (up 3pts), A (up 2 pt} . 


We bought SOOmm of AAA and redistributed to internal desks, 
short is 3.1bb of AAA right now. 
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From; Montag, Tom 

Sent: Wecmesd3y,/^ust 06,2007 4:19 m 

To: l^man, David A.; Swemon, Midtael 

Sui^aet! 

what happened today? 
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From: Salem, Deeb 

Sent; TTiursday, August 09, 2007 5:55 PM 

To: Bimbaum, Josh 

Subject: RE: Mai1<etRisk: Moilgage Risk Report {cdb Q6/Q6f20Q7) 

i do think that is a real concern, how quickly can you work with sttats to get them to 
revise our VAR to a more realistic number? 


From: Blrnt^um, Josh 

Sent: Thursday, August 09, 2007 5:47 PM 

To; Salem, Deeb 

Subject: RE; MarketRisk: Mortgage Risk Report (cob 08/08/2007) 

i just asked b/c i saw the note about mortgages dropping back down to a permanent limit of 35mm (which we are 
way over), this wouid mark a change of their recent policy to just keep increasing out limit, makes me a little 
nervous that we may be told to do something stupid. 


From: Salem, Deeb 

Sent: Thursday, August 09, 2007 5:43 PM 
To: Birnbaum, Josh 

Subject: RE: MarkeORisk; Mortgage Risk Report (cob 08/08/2007) 

no heat over the last 2 days... that said, im not sure how aware he is of it. 
we've actually bot a decent amount of single name protection this week. 300mm 
BBB/BBB- and SOnuti A's 


Prom: Bimbaum, Josh 

Sent: Thursday, August 09, 2007 5:38 PM 

To: Salem, Deeb 

Subject: R£: MarketRisk: Mortgage Risk Report (cob 08/08/2007) 
good, was that a 'no‘ on the heat question? 


Prom: Salem, Deeb 

Sent; Thursday, August 09, 2007 5:37 PM 
To; Bimbaum, Josh 

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007) 

we have waved in -120m]n In bbb and bbb- protection the last 2 days, 
almost all 2006 stuff (tier 1, 2, and 3) . 


From: Bimbaum, Josh 

Sent: Thursday, August 09, 2007 5:34 PM 

To: Salem, Deeb 

Subject: FW; MarketRisk: Mortgage Risk Report (cob 08/08/2007) 


are you getting any more heat to cut/cover risk? these VAR numbers are ludicrous, 
btw, completely overestimated for SPG trading, underestimated for other mortgage 
desks. 
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From: Song, Scarlett 

Sent: 'H^ursday, August 09, 2007 3:08 PM 

To; Montag, Tom; Sobel, Jonathan; Sparks, Danid L; McHugh, Jc^n; Bohra, 
Bunty; Pouraghabagher, ^rus; Flnck, Greg; Gasvoda, Kevin; Turok, Michael; 
Brazil, Wan; Gallagher, TlnTothy (IB PBC07); Buono, Mark; Monteg, Tom; 

Lehman, David A.; ‘O^em, Peter L'; Rosenblum, DavW J.; Birnbaum, Josh; 
Swenson, Michael; 'Huang, Leo’; DeGiacintxj, Clayton; Egol, Jonathan; Nichols, 
Matthew; Nestor, Genevieve; Cawthon, Michael; Iqbal, Farrukh; Hoi^, Margaret; 
KamHta, Rajiv; Mahon^, Ju^; Wdnstein, ScxXt; Resnick, Mttohd! R; Gao, 
Rsiyuan; Bristow, Andrew; DeNatate, Mark; Gold, Erka; Cannon, JeanMarie; 
Stem, Matt; Wexander, Lee; Andrea, Mit^lle N. 

Cc: Berry, Robert; t^nias, Michad; Lee, Brian-J (PI Controllers); Leventhal, 
Robert; Pantow, Albert; Fredman, Sieara; Fortunate, Salvatore; Mazumdar, 
Sanjay; Chen, Benjamin; gs-mra-mtg 
Subject- MarketRlsk: Mortgage Risk Report (cob 08/08/2007) 

[Temporary MTQ SPG VaR limit of $110mm expired on 8/7A2007 


MTG SPG is over Its permaDeat VaR limit $35 mm 

Real Prime is over its corrent stress test limit of SlOOmm 

Acqoisitioa Commitment is over its carreot stress test limit of $150mm 


95% VaR ($MM) 


Desk 

08/08 

08/07 

Limit 

MTG SPG 

95.0 

97.6 

35 


Stress Test 

($KK) 

Desk 

08/08 

08/07 

Limit 

MTG SPG 

(257) 

(238) 

(650) 

Deriv 

(24) 

(25) 

(30) 

Res Prime 

(103) 

(104) 

(100) 

Res Credit 

(108) 

(111) 

(185) 

Credit Resid (80) 

(80) 

(170) 

Non-Resi Orig 

4 

4 

(70) 

CRE Loan 

VHM 

■m 


ABS Loan 

WKKM 

■Ml 


SPG Trading 

160 

194 

(160) 

ABS/MBS CDO 

(1) 

(1) 

(30? 

Manager 

0 

0 


Coimnittnent 

(204) 

(195) 

(150) 


- Redacted ^ the Permanent 
Subcommktee on Invest^timu 
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From: 

Sent: 

To: 


Object: 


Dinias, Michael 

Tuesday, Ai^st 21, 2007 1S4 PM 

Viniar, David; Cohn, Qary; Morrtag, Tom; Sherwood. Michael S; Winkelried, Jon {EO 85B30): 
Mullen, Donald; Salame, Pablo; Sparks, Daniel L; Broderick, Craig; Berry, R^ert; McMahon, 
Bill; Petersen, Bruce; Witeon, Edward 
Trading VaR Analysis 


Att»^ments: Pierre {Metafile); Mortgage VaR Contiibution.pdf; FW: Potential lage Sifapwime trade and 

impact on Fiimwide VAR 


The below table compiles the Trading VaR impact of going tong credit risk via CDX Investment Grade, CDX High Yield. 
LoanCDX, and ABX8BB. For example, going long $1.0mmA^of ABX BBB reailts In $35mm reduction in Trading VaR 
(from $167mm to $13anm), Likevwse going long CDX High Yield genwates $33mm decrease in Trading 

VaR.. 

Its important to note that this analyas is based on the current VaR model and that the mortgage desk has questioned the 
size of the implied short e)qx)sure (i.e.. desk believes ttiey are less short than implied by the VaR model). We are 
reviewing the current VaR methcKfology with the mortgage tradera/strategists and assessing the impact of varirxis 
potendal enhancements (e.g., liK'ice volatility versus spread volatility). 


Trading VaR s 

167 



US CDX tG 
series 8 

US COX HY100 
series 8 

LCDX 

ABX BBB 07-1 

ResulHng 
Trading VaR 

Trading 

VaR 

Imoact 

Scennio 10 

+$21.3mm/bp 




142 

'25 

Scenailo 11 


+$5.3mm/bp 



135 

-33 

Sc«n«1o 12 



+$8.1mnVt^ 


143 

-25 

Scenario 13 




+$1.0mm/bp 

132 

-35 

Scenario 14 

+$4.0mm/bp 

+$4.6mm/bp 



136 

-32 

Scenario 15 

•f$10.9mnvbp 

+$7.1 mm/bp 

-$6.7mm/bp 


133 

-35 

Scenario 10 

+$7.8mmA)p 

+$7.7mm/bp 

•$8.4mmjbp 

+$0.8mfn/bp 

98 

-69 


The attached pdf below shows Mortgage Trading VaR iKoken down by desk and the 3 columns from the right show 
m^ginat percentage contribution and total contribution to Flrmwide VaR. Mortgage Trading has 41% marginal 
contribution to Firmwide VaR and adds $48mm to Firmwide VaR. Utis is primarily driven fay mortgage shorts on the ABS 
Synthetics and Coirelatlon desks. 

Decreasing the long cash vs short derivative basis risk on the Mortgage desk would also reduce VaR (albeit much less 
than decreasing net short). The significant tong cash positions are comprised of S^Omm RM8S Suprime securities and 
$l00mm CDO Squared positions on tfte ABS Securities desk, $11 5mm Cash CDOs on the Correlation desk, $320mm 
CDO Mezz and $100mm CDO Squared on the ABS/M6S CDO Origination desk. There is also $250mm BB/B bemds in 
the Subs Ixx^ on the Residential Prime desk and $8.8B of loans/commitments in the Acquisition Commitments line. 
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Moi^iageVaR 

ContrlCH^on.pdf 


In separate email (attached below) the de^ has proposed purchasing S10B s^^rlme AAAs in ei^er cash or synthetic 
(AB)0 fwm. If done in "synthetic" form ttiis waild result in $34mfn reduction in Trading VaR. Howrever if dCMie in "cash" 
form Trading VaR woirid decrease $1 1mm. The smaller Trading VaR impact of ca^ is due to the increase in the long 
cash vs. short derivative ba»s risk. 



FW; Potemial la;^ 
s£)prime t.. 


2 


Confidential Treahnent Requested by Goldman Sachs 


GS MBS-E-009993268 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 


Frm 01478 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 .TXT SAFFAIRS 


PsN: PAT 



1475 


Footnote Exhibits - Page 3733 


From: Petersen, Bruce 
Sent: Tuesday. August 07, 2007 7:49 AM 

To: Cc^n, Gary; Viniar. David; McMahon, Bill 

Cc: Berry, Robert; Dinias, Michael 

SulHect: VaR 

We are attempting to get an early estimate of where var finished up close of business yesterday. We are doing detaiied 
analysis of mortgage and credit trading var contributors to see where we might get the most efficient var reduction. 
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From: Beny, Rt^jeil 

Sent; Wednesday, August 15, 2007 5:^ Ml 

To: Viniar, David; McMahon. Kil; Broderick, Craig 

^b|ec^: RE; MarketRisk; End of Day Simmary cob 8/10/2007 


the most obvious risks are the short in mortgages and effecdvely a credit basis trade, long ioans, short other credit, 
fledging these (across mortgages, gcp, ssg and origination) might reduce by ~20%. 

I know you know, but our sensitivity to estimates of correlation fmpfidt in the data we use for simulation Is becoming 
acute, put another way, there will be days where "nothing happened" - positions didn't change, markets were quiet, 
but small changes in correlation will mean the dinerence between 140 and 160. it will be really difficult to explain to 
you and to ttie desks why were under yesterday btrt over today, this only gets worse as the headline risks reduce. 

we're making some dianges over the next couple of weeks that should allow us to more easily quantify the daily 
"creep", it will still be hard to give much intuition t^her ttian "it Is what it is", but at least we can factor it out in 
discerning changes driven by desks increasing positions. 


Fram: Vlrtiar, OavkI 

Swib Motxisy, August 13, 2007 7:27 PM 

To: McMafm, BiR; Brodertck, Craig; Berry, Ro&et 

Subject: FW: Markets!^ End of Day Summary - oob 8/10/2007 

No comment necessary. Get it down. 


From: McAndrew, Thomas R. 

Sent Monday, August 13, 2007 6:44 PM 

To: Nflniar, David; CiXin, Gary (EO 85830); Mwttag, Tom; Sherwood, Michael S; Forst, Edward (FIN PBC09}; Evans, }. Mldiati 

(EO CXCeS); McMahon, Bill; Viniar, David; AuzilQ, Richard; Mullen, Donald; Eisler, Ed; Sobel, Jonathan; Eatet, IssMIe; 
Yocmg, Paul; Heller, Dave B; Ague, Raanan A; Schroeder, Jeff; ^rlo, Daniel L; Broderick, Craig; Beshel, Uz; Beiy, Mserti 
Petersen, Bruce; Wilson, Edward; Lahey, Brian; Lee, Brtan-J (PI Controllers); Oinlas, Michael: Pastio, Al; Ng, Victor K; 
Maretz, Andy; Johnson, Oarau; Hughes, Jon 0 (Maricet Risk Management & An^ysis) 

Ce: Siaw, Michael; Artiind; Kendrick, Richard; Riguelras, Geraldo A.; Cummlr>g, CarcAlne; Parimr, Grant; Chodos, Jason E.; 

Haar, Robert; Yungw, Oalta (Kronerttierg): McArxirew, Thomas R.; Waltera, Kristerr 
Subject: MsriceCRisIc End of Summary -cob VlO/2007 

VaR increased from SlSOmm to SlSJnro 


9S% VaR by Business (Snvn) 



10-Aug 

9-Aug % Contr 

Trading 

159 

150 

100% 

FlCC 


' aa aa 

Mortges 

96 

102 

40% 



s s s 


— ■ Redacted by Ae PMiBaiMiit 
Su^comnittecoalBvest^tloiu 
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95% VaR by Product Category {$3wn) 

10-Aug 9-Aug % Contr 
Trading 159 150 100% 



Credit Scenario (SMM) 



SBbcommIttttt on lavntigations 


Limit Exresaea 

Credit Origination widening scenario teii?>orary limit bf <$2.25bn> is at a -level of 
<$2.5bn>. 

Credit Origination temporary VaR limit of $50iron is at a level of $63mm. 

Residential Prime is over its permanent limit of <?l00mm> with an impact of 
<$102mm>. 


Temporar y._U.ffiit9 

Interest Rate Product Category VaR temporary limit of $150mm until cob 8/29. 

Global Credit Products VaR temporary limit of $90mm until cob 8/29. 

Acquisition Commitment widening scenario temporary limit of <S250mm> until cob 8/21 
Mortgages has a temporary VaR limit of SllOnm until cob 8/21. 

Mortgage Trading widening scenario has a temporary limit of <$750mm> until cob 8/21. 

« File: Daily Trading Risk Summary200708l0.p(Jf » 
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From; 

Sent: 

To: 

Cc: 

Subject: 


Dinias, Michael 

Wednesday, August 15, 20)7 7:10 AM 

McMahon, Kll; Petersen, Bruce; ^rks, Daniel L; Mullen, Donald 

Berry. Rc^rt 

FW; Hedge Analysis cob 08/13/07 


Attachments: Picture (Metafile) 


Scenario 13 : going long $0.7mmA»p of ABX BBB would reduce Firmwide VaR by $23mm (SlSOmm to $127mm). Going 
long ABX is probably the easiest and most effective single hedge we could do. Worth notir^ that this trade would reduce 
Mortgage VaR by $34mm ($96mm to $6&nfn) . 

Scenario 15 : short $13.5mmA)pLCDX. tong $8mrn/bp COX HY. and short $9.1 mm/bp CDX IG would reduce Finnwide 
VaR by $10mm. This effectively is hedging the longs in Credit Origination and the shorts in Global Credit Trading. 

Scenario 10. 11. and 12 : impart of hedging vrith ortfy one corporate index at a time (CDX IG. CDX HY. or LCDX) vHth 
Firmwide VaR reduXion in the $4mm to $6mm range. 

Scenario 18 : using al! the betow assets results In $37mm reduction m Firmwide VaR 


From: McAndrew, Thomas R. 

S«nh Tuesday, August 14, 2007 10:23 PM 

To: Beny, 

Cc: dnlas, Michad; RooMey, Cameran; Luo, Fef; Walters, Krlst»>; Ng, Victor K; lha, Arbind; RIguelras, Geraldo A.; r>«ihad; 

'linger, Oalta (Kronent)^); 6oh, Amy; Yunger, Oalla OOtmenberg} 

Subject Hedge Analyds 03b 08/13/07 

Below is the Hedge Analysis for cob 8/13 

There are a few credit only scenarios as well as inclusion and excius'ion of LCDX across ail assets 
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From; 

Sent: 

To; 

Subject: 


Spar1(s, Daniel L 

Wednesday, August 22, 2007 8:33 AM 
Montag, Tom; Mullen, Donald 
RE: VAR reduction possibilities 


Yes on single names. 

As I mentioned to Don, tactics are very inportant - we are working with specific 
salespeople who have best account likelihood to succeed, as widespread attention will 
decrease chance to execute, 

Then we’d look at abx index (after doing singles) For trade, will appeal 

more broadly as that is best way to execute. 

Also, a number of things in var calc need to be worked thru with risk team. 

Original Message 

From: Montag, Tom 

Sent! Wednesday, August 22, 2007 9:04 AM 
To! Mullen, Donald; Sparks, Daniel L 
Subject; Re: \AR reduction possibilities 

Are those single names we are already short 

Original Message 

From; Mullen, Donald 
To; Sparks, Daniel L;. Montag, Tom 
Sent; Wed Aug 22 08:44:46 2007 
Subject: Re: VAR reduction possibilities 

I would like to discuss 


Sabeomrolwst on iRvestigstions 


— Original Message 

From: Sparks, Daniel L 

To; Mullen, Donald; Montag, Tom 

sent: Wed Aug 22 08:40:59 2007 

Subject: FW: VAR reduction possibilities 

We are basically going to try to execute on all this (cmbs in next e-'tnail) 

Original Message 

From: Salem, Deeb 

Sent: Tuesday, August 21, 2007 7; 39 PM 

To: Sparks, Daniel L; Swenson, Michael; Blrnbaum, Josh 

Cc: Salem, Deeb 

Subject: VAR reduction possibilities 

1. Show SSOOsBi! of 2005>vintage BBB and BBB- single name protection at mid mkt 

(or better} 

- $8imi scenari o risk 

- likes a "deal** 

-* minimal risk because quiet 

- high previous success rate 

2. Show $500mm of 2006>vintage single*-A single name protection at ndd mkt (or 

better) 

“ S8nira scenario risk 

- mentioned last week that they would be a better buyer of this protection given last 
week's marks 

- problem is that they only want to look at names they already have on 
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3. Buy $250iQin of either ABX 06-1 BBB/BBB- Index or sing le -name risk fromdBHHS and the 

various pockets of money he oversees fiHBBir HHllS 4HIIIIII) 

- $4niin .scenario risk 

- may have some appetite to add to shorts before August remits (out next Friday or Monday) 

- responds positively to momentum and would be more likely to execute if/when market 
selis-off 

4. Buy $500nnn of ABX 06-2/07-1 AA index from RBC 

- $ll»m scenario risk 

- great success rate with this account over the past month as we hot $3bb of ABX AAA from 
RBC 

- would be offered side or higher 

- difficult to do without the market moving against us 

- ABX liquidity is sparse this week 

5. Buy $400mm of ABX AAA and AA risk from ($100 of each 062 AAA, 062 AA, 071 AAA, 

and 071 AA) 

- $Smm scenario risk 

- claim to be real sellers of ABX, but we have had trouble doing trades >§50nm. They take 
the free information of us showing bids, tell us our price is too low, but refuse to show 
us a counter 
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From: Oinias, Michael 

Sent: Thursday. August 16. 2007 2:04 PM . 

To: VIniar, David; Cohn. Gary (EO 85830); Montag, Tom; Sherwood, Micha^ S; Broderit^, 

Craig; Berry, Robert; Mullen, Donald; ^arks, Daniel L; McMahon, Bill; Petersen, Bruce; 
Wilson, Edward 

Subje^: Trading VaR $l71mm 


Trading VaR increased $6mni, front $16Smm to $17lmm, versus SiSOmm limit 
interest Product VaR 

Mortgage Trading VaR increased $4mm, from $110mm to $i 14mm. 
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From: 

Sent: 

To: 


Cc: 

Subject: 


Waters, Kristen 

Friday. Augu« 17, 20078:45 PM 

Viniar, David; Cohn, Gary (EO 8^0); Winkelrled, Jon (EO 85B30): Evans, J. Michael {EO 
CKC68); McKttag, Tom; Sherwood, Michael S; McMahon, Bill; Broderick, Craig 
Beny, Revert; Dinias, Michael 
Weekly Market Ri^ Summary as of 8/1 6/07 


Attachments: D^ly„Wktening_E8L2007081 6.pdf 


Significant changes in risk from previous week fcob 8/10/07 to cob 8/16/07); 

• Trading VaR incroased $15mm to $174mm (vs. limit $150mm} principaily due to risk increases in 
Mortgages and Global Credit Products. 

(i) Global Credit Products (37%) and Mortgages (46%) now contribute 83% to Trading VaR even with 
increased diversification offset by Credit Origination. 

(ii) Firmwide directional long Equity Delta decreased to $1 .7B with EPG net short <$1 .1 B>. 

(iii) Interest rate duration (standardized DV01 ) flipped from short to slightly long $0.4mm/bp 

• Credit Spread Widening Scenarios: 

(i) Global Credit ProducSs spread widening exposure decreased due to a reduction in Project Elaine 
exposure (even after a long exposure from a valuation adjustment was added to the bespoke correlation 
portfolio). 



D^ly Wldenlng_Est 
_20070S16.pd... 
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From: 

Sent: 

To: 

&jbject: 


Sparks, Daniel L 

Thursday, Au^t 23, 2007 6:41 PM 
Mwttag, Tom 

RE; Current Outstanding Nc^ionsd in SN ames 


N<^ much more today - liylng 


Fr«n: Montsg, Tom 

Sent: Thursday, jiteigust 23, 2007 6:16 PM 

To: Sparks, Daniel L 

Sidiject: ' RE: Cwrent Outstanc&ng Notional In SN ames 

how much did we cover-shoofing for 1 billion 


Pram: ^rks, DaNel L 

Sent: Thursday, Aug:^ 23, 2007 3:51 PM 

To; Masag, Tom 

Subject: RE: Current Outstanding Notional SN ames 

That’S why we say we are short (long protection) about $3BB single names • the correlation is very high 


Pram: Montag, Tom 

Thurst^, August 23, 2007 3:45 PM 
To: Sparks, Damet L 

Subject: RE: Oirrent Qutstartdlng Notional In SN ames 

if you take the 13 out of each side its 
11.8 by 8.8 which Is 3 billion long 

what does the 1 1 .8 in theory hedge or part of it that net leaves us in reality short 


Pram: SpaHs, Oanld L 

Sent: Thursday, August 23, 2007 3:42 M4 

To; Montag, Tom 

Subject: RE: Current Outstanding Notional In 94 ames 

Meanir>g the lO we ^ke about - exact cus^ long and short, but at different mnning premiums that creates lO 


nom: Montag, Tom 

SMt Thursday, August 23, 2007 3:39 PM 

Tot Spsrfs, Danid L 

Subject: RE: Current Outstanding Notional in SN ames 

What does explicitly mean? 1 3bb by 1 3bb offset-v^at does that mean 


Pram: Sparks, Daniel L 

Sent: Thursday, August 23, 2007 3:37 PM 

To: Montag, Tom; Mullen, Donald 

Cc: Swenson, MIdhad; L^man, Da\4d A.; Bimbaum, Josh 

Subject: R£: Ctcrent Outstanding Notional In SN nnes 

All synth^lcs 

P<»ibons are in terms of protection {so negative means long risk, positive means short risk) 

13BB by 138B explicitly offset {Josh mentioned in out meeting) 

Rest are comfrarable, but try to buy protection on worse deals vs writing protection on better deals 


Pram: Montag, Tom 
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Sent: 

To: 

Cc: 

Subfect: 


Thursday, August 23. 2007 3:29 W 
Danid 1; Mullen, Dotaid 

&i*«nson, MIchad; l^man, David A.; Srr^m. Josh 
R£; Current Outstanding Nodond to SN ames 


w^iat are the longs? are these comparable? are these all synthetics ? 


From: Sparls, Datid L 

Sont: Thiflsday, August 23, 2QQ7 3:19 PM 

To: fallen, Donald; Montag, T«n 

Cc: Swetscm, Michael; Lehman, David A.; Bimtaum, Jodi 

Sabjoet: l=W:CurT»it Outstanding NOdondbiSN ames 


Per your earlier question ^xjut absohjte longs auid ^rts in single names; 


Notional Long Notiort^ Shoit # of cusips 
A 3,686,600,000 -2,337,760,000 385 

BBB 10.419,693.103 -8,753,543.403 703 

BBB- 10.767,733,239 -8,877,635,250 638 
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From: 

Sent: 

To: 

Subject: 


Cohn, Gary 

Thursday. August 23, 2007 2:25 PM 

Blankfein, Lloyd 

Re: Trading VaR $133mm 


Oovm 40 in 2 days 

Original Message 

From; Blankfein, Lloyd 
To: Cohn, Gary 

Sent: Thu Aug 23 14:22:53 2007 
Subject: Re: Trading VaR §133nffa 

Good job. 


Original Message 

From: Cohn, Gary 

To; Blankfein, Lloyd; Viniar, David 
Sent! Thu Aug 23 14:20:47 2007 
Subject: Fw; Trading VaR ?133rRm 

The message got through 


Redacted by (he Permanent 
Sabeommittee on investigaHom 


Original Message 

From: Dinias, Michael 

To: Viniar, David; Cohn, Gary; Montag, Tom; Sherwood, Michael S; Winkeitied, Jon; Mullen, 
Donald; Sparks, Daniel L; Salame, Pablo; Broderick, Craig; Berry, Robert; McMahon, Bill; 
Petersen, Bruce; Wilson, Edward {ED, lNyp/042) 

Sent: Thu Aug 23 14:18:17 2007 
Subjects Trading VaR S133tnm 

Trading VaR decreased $llmm, from $144n!m to $133n«n. 

VaR 

Mortgage VaR decreased $dmm, from $99inn to $90nim. approximately ^Smm of the decrease was 
due to the desk going longer $250mm ABX BBS (06-1) and SlSOmm BBB Single Name CDS. the 
remaining $3inm was driven by strata updating the prepayment speeds oh subprime bonds 
resulting in a duration in line with the synthetics. there is an additional $270inm of 
BBB- Single Name CDS (booked after the close) that will result in a further $5mm seduction 
in Mortaaan VaR. 
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From: BlanKfein, Uoyd 

Sent: Friday, August 31 , 2007 9:36 AM 

To: Montag, Tom 

Subject: RE: Structured Produds Weekly Update • 08/30/07 (Interna! Use Only) 


Thanks 

^predate the posts. I'm watching the financial news 

Original Message 

From: Montag, Tom 

Sent: Friday, August 31, 2007 9:23 AM 
To; Blankfeln, Lloyd 

Subject: Fw: Structured Products Weekly Update - 08/30/07 {Internal Use Only) 

Bush says FHA will guarantee some tiny piece of mtg market and it takes off. Countrywide 
and rescap rally a lot. We are up a lot but once mkt really looks at it may come off 

U can ignore long string of email just top. 

Original Message 

Prom: Birnbaum, Josh 

To: Montag, Torn; Mullen, Donald; Sparks, Daniel L 

Cc: Swenson, Michael; Lehman, David A.; Brafman, Lester R; Salem, Deeb 
Sent; Fri Aug 31 09:07:25 2007 

Subject: RE: Structured Products Weekly Update - 08/30/07 (Internal Use Only) 

Based on the mkts we are making, we would be ok in this move. We are +50it9n in AAAs alone 
right now. If we keep moving higher, the top of the structure will lose steam and we will 
trade short again. No street markets yet, should have more clarity soon. 


From: Lehman, David A. 

Sent! Friday, August 31, 2007 9:00 AM 

To! Montag, Tom 

Ce; Salem, Deeb; Birnbaum, Josh 

subject: RE: Structured Products Weekly Update - 06/30/07 (Internal Use Only) 

Added Deeb, he can consnent on p-fl and the large abx move to the upside 


From: Montag, Tom 

Sent: Friday, August 31, 2007 8:58 AM 

To: Lehman, David A. 

Subject: RE: Structured Products Weekly Update - 08/30/07 (Internal Use 

Only) 


abx hurting us today? mkt over reacting? 


From: Lehman, David A. 

Sent: Friday, August 31, 2007 8:50 AM 
To: Montag, Tom 

Subject: RE: Structured Products Weekly Update ■- 08/30/07 (Internal 

Use Only) 


yup 
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From: Moni^g, Tom _ _ _ _ 

Sent: Friday, August 3'i, 2007' 8;47 A}? ' 

To: Lehman, David A. 

Subject! REs Structured Products Weekly Update - 08/30/07 

{Internal Use Only) 

I will say in BOLD it says they helped desk DRAMATICALLY REDUCE 
BALANCE SHEET“in fact, it did nothing 

too funny 


From: Lehman, David A. 

Sent: Friday, August 31, 2007 8:43 AM 
To: Montag, Tom 

Subject! RE: Structured Products Weekly Update - 08/30/07 

(Internal Use Only) 

It does not - must have been a raiscommunication 


From: Montag, Tom 

Sent: Friday, August 31, 2007 8:41 AM 

To: Lehman, David A. 

Subject: RE; Structured Products Weelcly Update - 08/30/07 

(Internal Use Only) 

so how would that help balance sheet? 


From: Lehman, David A. 

Sent! Friday, August 31, 2007 8:39 AM 
To: Montag, Tom 

Subject: RE: Structured Products Weekly Update - 08/30/07 

(Internal Use Only) 

1.3bb was total trading volume, split evenly b/w buys and 

sells 


From: Montag, Tom 

Sent: Friday, August 31, 2007 8:13 AM 

To: Lehman, David A. 

Subject: FW: Structured Products Weekly Update - 08/30/07 

(Internal Use Only) 


what are the cmbs she references below? 


From: Kreltman, Gail 

Sent: Thursday, August 30, 2007 1:56 PM 

To: Montag, Tom; Mullen, Donald; Schwartz, Harvey; Bash- 

Polley, Stacy; Sparks, Daniel L; Madoff, Paula; Gasvoda, Kevin; Pinkos, Steve; Radtke, 
Loxin; Icikson, David; Joseph, Alexandra A.; Kaprelian, Michael 

Subject: FW: Structured Products Weekly Update - 08/30/07 

(Internal Use Only) 


(Internal Use Only) 


Si^bject: Structured Products Weekly Update - 08/30/07 
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From; Iqbal, Fairukh 

Sent: Monday, February 26, 2007 3:47 PM 

Sparks. Daniel L; Qasvoda, Kevirt; Swenson, Michael; Finck, Qreg; Noh, Suok; Noh, Suok; McHugh, 
John; Pouraghabagher. Cyrus 

Cc: Holan, Margaret; Wiesel, Elisha; TuroK, Michael; Barrett, Tom; Chen, Xin; U, Ji; Dutta, Mitrajit 

Subject: RE: RE: New cross desk Top Sheet risk mport 

Attachments: MtgTopSh6Bt23Feb07.pdf; MlgTopSheet_2bd_dianges.pdf; MtgTopSheet_1bd_changes.pdf 

Please sea the lop sheet risk report for 23Feb07 (attached) as well as reports highlighting the one business day and two 
business day changes in market value and spread dvOI across the desks currently covered (Resi Loans and Resids, SPG 
index. Sgi Name and CDO synthetics). 

We witf be generating this report daily and should have It out to you each morning going forward. Please let us know who 
else you would like on the distribution. 

tianks, 

Farrukh 


Fftims fcfbal, FamiWi 

Sent! Thursday, February 08, 2007 9:27 PM 
To: Sparks, Daniel L 

Cc; Helen, Margaret; Gasvoda, Kevin; Swenson, Michael; Turok, Michael; Pouraghabagher, Cyrus; Noh, Suok; 

Barretb Tom; CJien, Xin; LI, Ji 

Subject: RE: New cross desk Top Sheet risk report 

Please see the attached file for an initial version of the aoss desk top sheet report. The report currently covers 
resi-credit and spg secondary/synthetics. We are working on integrating Prime Fixed and Prime Hybrid books and 
they should be available in the next few days. 

Let us know if you would like any enhancements to the attached report. We are looking to start generating this 
report daily starting next week, adding more desks/sectors as the positions and risk analytics become available 
(cash COO, CLO, CMBS, etc), (special thanks to Ji Li, Tom Barret and Xin Chen for helping to put this report 
together) 


From: Iqbal, Farrukh 

Sent; Friday, February 02, 2007 7:59 PM 

To: Sparks, Daniel L 

Cc; Holen, Margaret; Gasvoda, Kevin; Swenson, Michael; Turok, Michael; Pouraghabagher, Cyrus; Noh, 

Suok; Barrett, Tom; Chen, Xin 

Subject: New cross desk Top Sheet risk report 

Dan, 

We’ve been looking at integrating the existing prime, resi credit and spg trading risk reports Into a new 
d^artmental t<^ sheet risk report. An example report is listed below. The report will break out resi loan 
and rmbs synthetics positions by desWsector and will report AAA thru BBB- equivalent market values for 
rmbsioan, securitized bonds (notionatsforeds) as well as rale dvOVs and spread DVOIs. The report wiii 
also break out market values on resids by sector and also differentiate between resids embedded in loan 
bulks and securitized resids (pre 2006 and 2006+). 

TTiis r^ort should be ready by next Thursday. 


PernwKat Subcowimlttw on 
ff'a// Street & The Financial Crisis 
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-We-^©-a<SQ woi4ooghon4r«cking-dw«a^»^toas-icuhe-caslUiDQ,Xl^-andJSMB.S_busiae.ssasiou^^ 
in this report. More investigation needs to bo done here and will look to provide an ETA for these positions 
next week. 



Market Value (NoUoiial (ur CDS) 

Ri 

Desk /Sector 

Total 

AAA 

AA 

A 

BBB 

BBB- 

Loan 

Resid 

Sec 

Resid 

<2006 

Sec 

Resid 

2006+ 

II 

Prime/Ait-A 
ftime Rxed 
ftinw Hybrid 

Option ARM 

Alt-A 






EIH 






Synthetics 

Index 

<2006 

200&F 

Single Name 
<2006 

2006t- 
Syn CDO 
<2006 

20064- 






RMBS CDO Synthetics 
High Grade 

Single Name CDS 

Syn CDO 

Mezz 

Single Name 

Syn CDO 




ODO: .Singte Name CDS s CDS refecencingCasbCDO tranche 
Syn CDO » a synthetic CDO referencing a cash CDO tranche 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-010386052 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01496 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 
















1493 


Footnote Exhibits - Page 3751 




1494 


Footnote Exhibits - Page 3752 




, ' Mortgage Strategies : ' i- • • ^ . 
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lii'l'liiian , . . : . ' . 

^ Mortgage Strategies 
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From: Song. Soaristt 

Sent: Thursday, August 09. 2007 3:08 PM 

To: Montag. Tom; Sobel, Jonathan; Sparie, Daniel L; McHugh, John; Bohra, Bunty; Pouragha4)aQher, 

Cyrus; Finck, Greg; Gasvoda, Kevin; Turt*. Michael; Brazil, Aian; Gallagher, Timothy {!8 PBC07); 
Buono, Mark; Montag, Tom; Lehman. David A.; Ostrem, Peter L; Rosenblum, David J.; Birnbaum, 
Josh; Swenson, Michael; Huang. Leo; DeQiacinto, Clayton; Egol, Jonathan; Nichols, Matthew; Nestor. 
Genevieve; Cawthon, Michael; Iqbal, Fmukh; HoIot, Margaret; Kamilla, Rajiv; Mahoney, Justin; 
Weinstein, Scott; Resnick, Mitchell R; Gao. Renyuan; Bristow, Andrew; DeNatale, Mark; Gold, Erica; 
Gannon, JeanM^e; Stern, Matt; Alexander, Lee; Andrea, Mireilfe N. 

Cc: Berry, Robert; Dinias, Michael; Lee, 0iian*J (FI ControHers); Leventhal, Robert; Pantow, Albert; 

Fredman, Sheara; Fortunato, Salvatore; Mazumdar, Sanjay; Chen, Benjamin; gs-mra-mtg 
Subject: MarketRisk: Mortgage Risk Report (cob 08A)8/2007) 

Attachments: MortgageRiskSummary070808.pdf 


pemporary MTQ SPG VaR limit of $1l0mm ex^^red on 8/7/2007 

MTG SPG b over its pennaaenl VaR limit of $35 mm 

Resi IVime is over its curreat stress test limit of SlOOmm 

AcquisitioB Commitment is over its current stress test limit of SlSOmm 



95% VaR ($MM) 

Desk 

08/08 08/07 

Limit 

MTG SPG 

9S.0 97.6 

35 


Stress Test 

(SMM) 

Desk 

08/08 08/07 

Limit 

MTG SPG 

(257) (238) 

(650) 

Deriv 

(24) (25) 

(30) 

Res Prime 

. (103) (104) 

(100) 

Res Credit 

(108) (111) 

(185) 

Credit Resid (80) (80) 

(170) 

mmmmm 

mm mm 



mtm mmm 


SPG Trading 

180 194 

(160) 

ABS/MBS CDO 

(1) (1) 

(30) 

Manager 

0 0 



I II » RMtected by the Permanent 
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From: McHugh, Jc^n 

Sent: Monday, October 01 . 2007 3:45 PM 

To: Sparits, Daniel L; Finck, Greg: Swenson. Michael; Lehman, David A.; Buono, Mark 

&ibject: Viniar Ri^ Pad< * Sept 

Attachments: Sept Risk Pack Vlniar.pdf 


Soft copy for future reference 



Sq)t Rl^ Peek 
Vlniar.pdf 
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8Jl.S69ei-0-3-SBW SO 


jiuoo 




V^ole U>an8 


5/9/2007 


ABX 




boans 

Hedges 



Subprime 

ISO 

(2,525) 



Alt-A 

1,750 

(1,925) 



S&D 

606 

. (4M) 



2nds 

60 

(195) 



H^rids 

2,850 

(2.350) 



Prime Fix 

1.293 

- 




5,446 

(7.415) 



9/25/2007 



Hedqes 



Loane 

ABX 

MBS 

Swaps 

Subprime 

379 

(230) 



AH-A 

141 

(400) 

(193) 


S&D 

587 

(170) 



2nds 

0 

* 



H^^rids 

574 

(250) 


(772) 

Prime Fix 

737 


(775) 

(10) 


2,418 

(1,050) 

(968) 

(762) 


s 
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Plime Bonds 


5^/2007 

Bonds 


Hedffss 



AAA 

Subs 

MBS 

Swaps 

ABX 

Prime Fix 

1,639 

250 




Agency Fixed 

, 5,644 

0 




Agency ARMs 

1,445 

0 




WL HirtjrWs 

1,083 

300 




Alt-A 

169 

100 





9,980 

650 



(90) 

9/25/2007 







Bonds 


Hedoss 



AAA 

Subs 

MBS 

Swaps 

ABX 

Prime Fix 

3,021 

275 • 

(2,323) 

(644) 


•Agency Fixed 

4,454 

0 

(3,225) 

• (2,990) 


Agency ARMs 

700 

0 

(110) 

(82) 


Prime HybrW 

760 

240 

(200) 

(430) 


Alt-A Hybrid 

1,575 

325 

(405) 

(700) 


Aft-A Fixed 

982 

93 

(788) 

(634) . 



11,492 

933 

(7,051) 

(5,460) 

- 


* Includes Dem^ positions of $2.7bn. 
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s/arzDor 

NIM» SubB 
273 8S 0 

A«-A . 251 58 70 

S&D SO 0 10 

2nds 99 0 0 

Prime /FHAVA 0 0 160 

HyMds 119 4 300 

792 1M 660 



9/2SBM0T MX 

Bealduele WIM» ^b« Hetteet 

New issue Secondary Tolet Newiesue SMondery Total 

SiAiprime 4 55 50 . 0 80 »> 0 

M-A 20 109 129 6 42 46 72 

S&D 0 13 13 0 0 11 

Znds 0 12 12 0 0 0 

Prt/ro/ FHAVA 0 0 0 0 0 0 178 

Hybrids 61 17 . 68 27 16 43 10 

105 206 311 33 143 131 269 <120 


9/2S20O7 
NIMs by Rating 

AH'A Hybrids Si^prtma Total 
A 39 15 51 lOS 

BBS 9 21 30 60 

^•79 16 

ToiSi- 48 43 90 131 


9/250007 
Subs by Rating 

Prime FHAVA AltA 
BB 78 13 

B 43 5 

NR 33 2 

Total ISO 20 


Opt Amt S&D Total 
56 0 0 145 

14 9 8 64 

2 1 3 41 

72 10 11 269 
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Sipes 


ABS Tttdins • RUBS SuN^im 


6WD7 . 


Naboneiamn} 



SereedDVOI fOOO) 



Cash 

SN 

index 

Net 

iun 

SN 

hidex 

Net 

AAA 

268 

(276) 

235 

227 

(63) 

44 

(89) 

(106) 

AA 

49 

(1) 

289 

3S7 

(19) 

(85) 

(113) 

(1^ 

A 

218 

(640) 

(281) 

(913) 

(«> 

230 

47 

230 


167 

(668) 

(833) 

(1.324) 

(2(» 

26 

243 

261 

808- 


(1.197) 

920 

375 

fill) 

64 

(240) 

m 


1.354 

(2.972^ 

320 

(1,288) 

(290) 

281 

M 

(121) 

8/23107 


NMIonal^m) 



SoraadDVOIfOOa 



Card! 


Index 

Net 

Cash 

8N 

Iriiex 

Net 

AAA 

640 

(842) 

2,400 

2.786 

(142) 

28 

(1.020) 

(1.138) 

AA 

413 

(1) 

784 

1,176 

(tot) 

(43) 

(227) 

(871) 

A 

192 

(1.07) 


(842) 

(2^ 

264 

(68) 

ITS 

BBS 

141 

(1.802) 

106 

(1.363) 

(1^ 

119 

(36) 

71 

8BB- 

48S 

11,787) 

10* 

_JU1B) 

<17) 

81 

8 

72 


1,661 

(4.819) 

3.629 

661 

(298) 

437 

(1,330) 

{i,ie« 




Nollorwl (8mm) 



BoreadOVOI fOOO) 



Cosh 

SN 

index 


6a«k 

— gjj- 

Index 

Net 

AAA 

372 

34 

2,166 

2.671 

(69) 

(16) 

(921) 

(1.028) 

AA 

384 


476 

639 

(8^ 

22 

(114) 

(174) 

A 

(26) 

(447) 

644 

71 

24 

24 

(IDS) 

(66) 


(26) 

(844) 

941 

(29) 

7 

91 

(278) 

(180) 

BBS- 

(187) 

(690) 

(616) 

(1.69^ 

94 

27 

248 

369 


487 

(1.947) 

3.309 

1,659 

j55r 

146 

(1,168) 

(1,068) 


• RlalcSuinmwv 

• PitMiy tnd* ia now oapMa^ nruetui* 

- ia long »4.0bb ol AAA/AA rtak 

- DMk it tlurt $3.3l>b «t m«z2 if«k (A/BBB^BB-) 

• Stow* Mt/. in* dMk hat added $2.6M «( AAA and C0.8bb AA 

- Stowe May, el tttafflaaiaval. daak hat bou^M $0.7bba< Index rtthwidtM$2.eM>o(ctsh and elngto^martsA 

• Oaek net vary imalndax^Nbaeb. Tbe Index potltion it rsletlvaly Da! (<$£50mm In any mezz mtina bucket) . 


Ceplal Structure Trade 
Firdemarnelt: 

• Cuneni mertoat tonpAed cum taeaas on ABX AAA* K« 23H 

• Currant nwrtet Imptod oum toe ea e on ABX Oa-2 BSBs era 13% 

-Pof example. inaS price epraedbehrain 2008 vintage ABXAAe and 2006 viniBpe 8N BBBa It nMy Bpie. 
wHfl* the dHarenee In cradi eniwieement It 10% 


TacnracaK; 

- Prior to Pod aotlon in irM-AudJet. Msngeetc bought approx $»b0 of AAA AM fratn the dreat -■> elrotf trades ehotl 
. -Ra^rdlbted snort BSBpoeUonloOovrtog the BSAM Hedge Ptndlioublae 
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Sipes 


^X/Sh)g)&-Name Basts 



Corrent 





Nottonat 

ABX Prices 

SN Prices 

Basis 

ABX.HE.0e-1A 

(587) 

86.5 

92.3 

5.8 

ABX.HE.06-2.A 

(312) 

70.3 

85.9 

15,7 

ABX.HE.07-1.A 

(831) 

5i.O 

68.5 

17.5 

ABX.HE.07-2A 

(213) 

62.5 

72.1 

,9.6 

Total 

(1,283) 



10.9 

ABX.HE.06-1.BBB 

(815) 

61.5 

73.8 

12.3 

ABX.HE.06-2.BBB 

(61) 

39.3 

47.0 

7.8 

ABX.HE.07-1.BBB 

(135) 

32.0 

46.2 

14.2 

ABX.HE.07-2.BBB 

(615) 

40.5 

46.5 

6.0 

Total 

<t.826) 



10.7 

ABX.HE.06-1.BBB- 

(1^) 

50.8 

65.3 

14.8 

ABX.HE.0e-2.BBB- 

20 

33.0 

■ 46.2 

13.2 

ABX.HE.07-1.BBB- 

(450) 

29.5 

40.4 

10.9 

ABX.HE.07-2.BBB- 

(198) 

37.0 

44.9 

7.9 

Totai 

(1.831) 



12.9 
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Sipes 


^ ^ 

ABSCi^HiO 


MariaM 

Per Annum Vitfua 

Date Valw t$mm) Ouwrtten rtmm) 
2-i^W>7 2.3 27.6 

7-Mar-07 111.6 2-7 301.3 

25-May-07 1®S.4 3.5 S77.4 

27-hi907 m.Z 2.4 420.5 


Rteklbmii«» 

• In DetfJan. the deak boo^ protecton on $8bb ol BBSa, primartly fadng othar asaat warahousM (la CHI. ML, UBS). 

Tliaae Im^a ware Ir^Sated with co^wna ot 1 5O.350bpa 

- In Fab/Mar, the desk eold pfOtecSwi on $4 Wj ol BBBs. These tni9 par priced Wades ewuck at coupons between 30(»p8 and TOCfeps. 

• By early March the per annum vtdue of our 10 was $1 1 2Rim 

• Throm^wut April bhJ May as wo BaHenad oul our net short posHfon. by cordnuing to aetl proiectton on par trades, the 10 toffeaeed 
to SlS&nmpefamim 

- Since May, ttw pw annum of (he 10 hae been relative stable because new shorts were inltated oUrighi 


Tfedltw RaUonato 

- CrecEt 10 has very aHraeiive ewfveidty. 

• Cunem mark: 2.3 yre 
•Dowtaidalyr 
>L^:^6ytB 

• Crsdtl 10 mtoies us lose stwn at toe mas level: 

- effee*yol>u^ietJp#»9.|toellie«.<Mpp«a TSftrttfMe Ibb eLBa a BBS^ ri s k 

• (see rfiff erenoe between Hedge e^alectf s and noBortals oo risk table) 


Modal Implied duration v» dollar price 



ABXPifoe 
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Sipes UBUIPTO Aq peisenbaa luaunBSJi iBnuapuuoo 

Footnote Exhibits - Page 3766 


(jiililnian 


Mtg NYC Spg Trading Portfolio Summary 28Sep07 


Soetor N&tiohai(mm} Hedge gq(mm) 


BDVOipi) CoRtrVaR{n«n} 
5KTT TOT" 


211 

446.63 

43.K 


14.12 

1044 


13.70 

116.2B 

324.42 

342.13 



» Redacted by the Pemanent 
Subcomminee on Invesltgattofts 
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Sipes ueuipioo Aq pejsenbey jueuqeeji lejjuepyuoQ 


l=!P ||PIP 


Liisis 


S 


||li§ lifi-ll" 


z ^ 


' „|||BS 


_8sSf= 5 


JPIP fillip I§i® 

I* 15 45 '!vl 


jllSSI ||||5.|§ 
= ilci“so 


S •£ S 

i I 5 


»1f" e -5 s a 

s I I I 

|a|= I 1 I I 


s5 = s" 


„„„ I ^ I 

58l58 I I S 


I l.<i 
I 

a 


s -fi “ S 

fi ^ s 2 

®» .5 28 5S ; 

E » m « : 


m 

-s 

B 

S 

.g 

1 

€ 

2 

1 

1 

1 

1 

g 

■o 


4 

g 

£ 

4 

1 
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Sipes UBIUPIOS Aq peisenbey jueiuieeji lepuepiiuoo 

Footnote Exhibits - Paoe 3775 

d) 


Other ABSRisk 


Bond 



LEASE REC VFN FUNDED 
LEASE REC VFN UNFUNDED 
RETAIL LOAN VFN FUNDED 
RETAIL LOAN VFN UNFUNDED - 
WHOLESALE REC VFN FUNDED 
WHOLESALE REC VFN UNFUNDED 



VFN FUNDED 
VFN UNFUNDED 



9/25/2007 6/9/2007 


Pos 

Pos 

(MM) 

(MM) Rating 


287.12 

- NR 

67.95 

- NR 

183.24 

- NR 

781.40 

- NR 

29.53 

- NR 

213.37 

- NR 

513.11 

- NR 

136.69 

• NR 

125.56 

- NR 

194.44 

-• NR 

2,612.61 

98.00 

- NR 

9.50 

- NR 

107.50 

3.96 

- Aa3/AA- 

4.26 

- A1/A+ 

S.17 

- A2/A 

3.70 

- 'A3/A- 

5.11 

> Baa1/BBB+ 

22.20 


■ RedKted hy ifae P.eimtneni 
Subcommittee on investigatioiu 


[ 

tiOBI 
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Footnote Exhibits - Page 3788 


From: 

Smt: 

To: 

Subject: 


Birnbaum; Josh 

Friday. August 24. 2007 10:11 AM 
Kao, Kevin J. 

RE: In addition to ABS bortt, I twed ^ to run that series on the whde dept and correlation 
de^ 


Yes 


Rtmi: Kao, Ittvtn 1. 

Sent: Friday, August 24, 2007 10:08 AM 

To: Birr^um, losh 

S^ect: RE: In addition (s^ book,! need yoj to nm that series on ttwvsfwie dept and corr^Btlon desk 


For ABS Base portfdio only, cwrect? 


From: Bimbaum, losh 

Suit: FHday,A(^24,2(M710:07AM 

To: Kao, Kevin 3 . 

Subject: RE: In addition tt ABS book, 1 need you to njn that series on the whole dept and correl^ion desk 

We have a trader's meeting in 26L right now. Can you bring 8 color copies of the graph into the meeting and 
give to me when re^? 


From: Kao, Kevin 2. 

S«mt: Rlday, August 24, 2007 10:05 AM 

To: Bimbaum, Jo^ 

Ce: Turok, Michael; Primer, Jeremy 

Subject: RE: In addition to ABS book, I need you to run that series on the whole dept and correlation de^ 


Yes, mnning it now ... 


From: Bimbaum, Josh 

S«it: Friday, August 24. 2007 9:40 AM 

To: Kao, Kevin J, 

Ce: TUr^ Mchad; ^mer, Jeremy 

Subject: RE; In adcStion ts ABS book, I need you to run that series on the whole dept and corrtiation desk 

Kevin, can I get this updated through la^ night j^s? 



To: 

Cc: 


Subject: 


Kao, Kevin J. 

Friday, August 17, ^7 2:3S PM 
Bimbaum, Josh 
Tiffok, Michael 

RE: In addition to ABS book, I need you to run that series on the whole dept and correlation desk 


J<»h - as you requested here’s the ABS base portfolio single name & index notional history. Numbers 
are in terms of ri^ exposure. 

I'H look into correlation portfolio next, and ttwi the mortgage department fw fiscal year 2007. This 
can be done within the next hour or so. 

Retrieving 2(K)6 data may take quite a bit more time aixJ may rxjt be able to finish it by COB. Let me 
know if y<w need 2006 history after you review the 2007 data. Thanks. 


« File: ABS Base Notional History.xls » 
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Pram: Srr^um, losh 

Swit; ftiday, Migust 17, 2M7 2:27 PM 

To; Kao, Kevin 2. 

Si^4ocl3 F^i In aWiticm to ABS book, I need you to rwt itvst series on the whole dept aid eorr^atlwi desk 

Understood. 


Fram: Kao, Kevin X 

Sent: Frid^, August 17, 2007 2:S PM 

To: Bimbaum, Josh 

Subject: R£: in addidon to ASS book, I need you to run that series on the whole d^ and ovr^ation de^ 


Undwstood. (Yes, the portfolio name Is confusing. SPG portfolio in fact covere the entire 
mortgage deparmieni synih«lc positions. "SPG Trading* Portfolio covers the spg hrading 
desks, including ABS. correlation, and CMBS). 


Fiwn: ambaum, Josh 

Sent Wday. August 17, 2007 2:22 PM 

To: Kao, Kevin J. 

Object RE: In addition to ASS book, I rteed you to run that s«ies on the whc^e dt^ and corrdMon 

desk 

No, rKtf SPG Portfcrfio, the witire Mortgage Dept. 


Prom: Kao, Ke^n J. 

Sent Friday, August 17, 2007 2:19 PM 

To: Simbauffl, Josh 

Subject RE; In addlUon to ASS bo(^ I need you to nin that series on the wttole and 

corretatlon de^ 


So we'll have three tables of RMBS subprime cds & index AAA, AA, A, BBB, BBB- 
notion^ history: one for ABS Base Portfolio, one for SPG Portfolio, and the other for 
Correlation Portfolio, correct? 

It turns out to take more time to retrieve the data, I should have history for your 
portfolio for fiscal ye«tf 2007 shortly. 


From: SImbaum, Je^ 

Sent Friday, August 17, 2007 2:0S PM 

To: Kao, l^n J. 

Subjoct Irt addttton to ABS book, I need you to nm that series on the whole dept and 

corrtiadon desk 
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Mortgage Strategics 
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From: Dutta, Mitrajit 

Sent: Tuesday, September 1 1 , 2007 10:22 AM 

To: Dutta, Mitrajit; Iqbal, Farrukh; Sparks, Daraal L; Gasvoda, Kevin; Swenson, Michael; Rnck. Greg; Noh, 

Suok; McHugh, John; Pouraghabagher, Cynis; Nestor, Genevieve; Cawthon, Michael; Mahoney, 
Justin: Kong, Sarah C.; Brosterman, Jonath^; AnasettI, Marco: Ertist, Jared R.; Gdd, Erica; ficc- 
creditmgmt-admin; DeGlacinto. Clayton; Feingold. Jessica; Watson. Whitney E.; Ruthertord, Malcolm; 
Heagle, Jonathan; Lehman, David A.; Kao, Kevin J.;gs-mra-mtg: Petersen, Bruce; Creed, Christopher 
J; Lee, Matthew; Gregory,’ Justin G.; Wlcter, Devin 

Cc: Wiesel, Elisha; T urok, Michael; Barrett. Tom; Chen, Xin; Li, Ji; Iqbal, Farrukh 

Subject: Mtg Top Sheet R^jort for 10 Sop 2007 

Attachments: Mtg Dept Top Sheet 10Sep07.pdf 

Risk reports for Sep 10th close are attached. 

Sincerely, 

Mitrajit. 
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Mortgage Strategies 
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From; 

Sent: 

To: 

Subject: 


Montag, Tom 

Monday, March 05, 2007 8:31 AM 

Spades, Daniel L; Gmelic^, Ju^; Ruzika, Rtdtard 

Re: 


How short 


I thought justin had a different conclusion' 

Original Message — ~ — 

From: Sparks, Daniel L 

To! Montag, Tom; Gmelich, Justin; Ruzika, Richard 
Sent; Mon Mar 05 08s27500 2007 
Subject! RE: 


We think the overall business is net short, but there is a lot of basis. 

Long risk positions: 

Resi loans 
Cash RMBS reside 
CDO warehouse 
CDO bonds 

Commercial mortgage loans 
CMBS bonds 

Short risk positions: 

ABX 

RMBS CDS 
CDO CDS 
CMBS TROR 


——Original Message—— 

From: Montag, Tom 

Sent: Monday, March OS, 2007 8:21 AM 

To: Sparks, Daniel L; ^elich, Justin; Ruzika, Richard 
Subject: 

Do we think the business is net short long or flat right now 
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From: 

Sent: 

To: 

Subject 


Bioderick, Craig 

Thureday. March 08. 2007 7:12 AM 
Sparics, Daniel L 
RE: Mortgage r1^ 


x-9s-«lassification: Intemal-GS 


I sent you a vmail but this answers it so no ne^ to respond 


Original Message 

From; Sparks, Daniel L 

Sent! Thursday, March 08, 2007 12:50 AM 

To: Winkelried, Jon {£0 85B30) ; Montag, Tom; Viniar, David; Cohn, Gary (EO 85B30); 
Sherwood, Michael S; McMahon, Bill; Broderick, Craig 
Cc: Ruzika, Richard 
Subject: Mortgage risk 

Just spent tonight negotiating with Accredited - they plan to send us §21nBn in the 
morning, we have new information on loans in the warehouse line that allows us to feel 
comfortable raining the loan mark by $10«an, and we will buy $50nm of A-1 rated ABCP 
(Accredited vehicle) from accounts (we feel that the collateral Is pretty good) that rolls 
Thursday which will prevent ABCP extension. Then all of our EPD claims in subprinie would 
be resolved - we may have a small Alt A claims (probably under . If this happens, the 

outcome is good. New Century remains a problem on EPD. 

Aside from the counterparty risks, the large risks I worry about are listed below: 

(1) CDO and Residential loan securitization stoppage - either via buyer strike or dramatic 
rating agency change. 

On the CDO front, we have been locking people at various parts of the capital structure 
(with a primary focus on the super-seniors - top 50% of the deal), and rushing to get 
deals rated. We have liquidated a few deals and could liquidate a couple more, and we are 
not' adding risk (we had slowed down our business dramatically in the past 4 months) . Our 
deals break down into 2 SlBB CDOs of A-CDOs (most risky, but good progress), 2 $1BB AA- 
diversified deals (less downside, less progress), and 4 other various smaller deals. We 
have various ris)c sharing arrangements, but deal unwinds are very painful. 

For residential loans, we have not bought nmch lately and our largest pool to securitze is 
Alt A ($4.3BB). There is also subprime loans and $700iiim seasoned seconds. This 

market is also very difficult to execute in. 

(2) Dramatic credit environment downturn. 

Scratch & dent loans (SSOOmm), residuals ($750inm), and less liquid bond positions - if the 
credit environment significantly worsens, these positions will be hurt by losses, further 
lack of liquidity and lower prices. 

(3) Covering our shorts. We have longs against them, but we are still net short. 

$4BB single name subprime split evenly between A, BBS, BBB- and $1.3BB of A-rated CDOs. 

ABX index - overall the department has significant shorts against loan books and the CDO 
warehouse. The bulk of these shorts {?9BB) are on the AAA index, so the downside is 
limited as the index trades at 99. 


Our shorts in (3) above have provided significant protection so far, and should be helpful 
for (1) and (2) in very bad times. However, there is real risk that in medium moves we get 
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hurt in all 3 areas.. 

Therefore, we are trying to close everything down, but stay on the short side. But it 
takes time as liquidity is tough. And we will likely. do some other things like buying puts 
on con^anies with exposures to mortgages. 


— Original Message 

From; Winkelried, Jon (EO 85B30) 

Sent; Wednesday, March 07, 2007 1:15 PM 

To; Sparks, Daniel L; Montag, Tom; Viniar, David; Cohn, Gary (EO 85B30) ; Sherwood, Michael 

S/ McMahon, Bill 

Cc: Ruzika, Richard 

Subject; Re; Originator exposures 

Thanks for that summary. Not bad 


Sent from my BlackBerry Wireless Handheld 


Original Message 

From: Sparks, Daniel L 

To; Montag, Tom; Viniar, David; Winkelried, Jon; Cohn, Gary; Sherwood, Michael S; McMahon, 
Bill 

Cc: Ruzika, Richard 

Sent; Wed Mar 07 12;09;03 2007 

Subject; Originator exposures 


Rich and I were catching up. I will send this group another message of our potential large 
risk areas as further stress happens, and our mitigation plans. 

As for the big 3 originators - Accredited, New Century and Fremont, our real exposure is 
in the form of put-back claims. Basically, if we get nothing back we would lose around 
S60ram vs our loans on our books (we have a reserve of $30Tnm) and the loans in the trusts 
could lose around $60mm (we probably suffer about 1/3 of this in ongoing exposures) . The 
reason it is not clear is that the loans are not worth 0, there is some value, so there 
axe estimates as to what happens on those loans. 

Rumor today is that the FBI is in Accredited. 

Other big risk areas 1 will discuss later felate to CDO and loan execution (rating agency 
or market shutdown), covering single name and index shorts (liquidity), and retained . 
residuals and loan positions (if collateral performance turns worse) . 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Lehman, David A. 

Sunday. August 05. 2007 1:17 PM 
Montag, Tom 

^arks. Daniel L; Mullen, Donald 
Mortgage def:^ summary 


Residmdal lading Siumnary (From Ftnck) 
Week's P&L 


SubjHime +27mm (ABX widw) 

Alt-A +51mm (ABX wider) 

S&D +4tnm (ABX wider) 

Hyteids +30mni (ABX wider) 

CMOs -9mni (Wider AAA spreads)) 

Derivatives fiat 


+ lOScmn 

Activity/Positi<« Summary 


Sufaprime; 

Bid $1B C-Bass loans - did not trade as all bids were below warehouse marks 
Oirreol positkxi: SiBkans 

Primary Hedge: SIB AAA ABX (covered back ~$300mm AAAs this wedc) 


' ^*‘**^^kytk«PermaRe«t 
Subcommittee OB iovestigatioBs 


Alt-A: 

Bou^t SSOmm Fixed Loans from Greenpoint 5.5pts behind Agency Passr'Thnis-> only Ind diey saw 

Locked*in deUveryof $375inm loans to Freddie Mac 

Currrot Positioa: $l.25B loaos (including $375cnm agency delivery) 

E^imary Hedge: $1 .6SB AAA ABX (bou^t back SSOmm this wedr) 

S&D: 

Bidding S1.3B loans out of WMC. Traded away around 80 
Current Position: $60(h3un 

Prim vy Hedge: SSSOoun ABX (mix of AAA, AA, A and BBB) 

Hybrids: AAAs - 


25-301^ wider due to supply preasurc / lade of liquidity 
Bid$l.4BioaasoutofflHIIHHA' Traded away sUghdy higher 
Current Poution: -$4,5B (roughly -2.5B Non-agency, $l.5B Agency, $500mm Loans) 
Eiimary Hedge: Sl.dB ABX AAA (covered S400nua this week). Agency FTs 



Derivatives: 


Better buying c^IOs, Inverse lOs -> high yield and low balance sheet usage 
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Current PosiCicat; $4B 
Primly Hedges: Agency PTs 

ABS (From Stinson) 

Marictrt Summary: 

• ABX 07*1 price changes for the wed:: 

AAA -4.5pts 
AA -9.0pts 
A -7.0pts 
BBB ^.Opes 
BBB- -S.Opts 

- Selkrs, both new shorts and fast mon^, have moved up the capital stnicnire to AAA, AA, aid A's 

- dealers have been sdling single-A (to hedge super senior ioDgs) and origin^ors have been selling tripIe-As. 

Current Desk Position Summary: 

• RMBS Single-As • net short 9(X)tnai 100% in single-name CDS 

• RMBS > net short $3,(X)(hnm (80% in single-name CDS - 50% in 2005 vintage) 

• Correiatics • nd .short $400mm of ABX 06-1 BBB and BBB- 

• Mtvtgage Oqtartment short approx $4U> of AAA ABX 


ABX Index Row Summary fa week mded August 3rd; 

• ' In sunuzutry, a {^enomensi wedc fw covering our Index shorts on Che ««ek. The ABS Desk bought $3.3M} ABX Index across 
mious vintages and ratings over the past week. $1.5 tnllioa was retained by the ABS desk to cover shorts in ABX ($900nun in 
ABX 06-1 As being die most significant) and $1.0 billion was sold to internal desks across (he mortgage department ($92Smm 
in triple-As). 


• ABS and Cotrelaticn Dedc Net ABX Position Change on die Wedc 

AAA + 75mm 
AA 4- 280nim 

A 4-1,100000 (ABX 06-1 A short Qf900inm at beginning of weekisnowony -730011} 
BBB 4- 70aim 
BBB- + I7nim 

Tdal 4-i,542mm 


• Mmtgage Dqiaitment Net ABX Position Change on the Week 

AAA 4- 925aun 
AA 4- 25mm 
A 4- 75mm 
BBB + 0mm 
BBB- 4- (hnm • 
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Ttxal +l,025niin 


• T<Hai ABX In^ces by rating bought this wedc: 


AAA 

Sl.OOOmm 

AA 

3^mm 

A 

l,653ciim 

BBB 

ilOoim 

BBB- 

257mm 

Tote! 

$3.385mm 


“ R«d»ct*<l by the Permanent 
Subcommittee OR inv^hgations 
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From; Kraos, Peter 

Sent: WednewJay, September 26, 2007 10:15 PM 

To: Bianicfein, Lloyd 

Subject: . Re; Fortune: How Goldman Sachs defies gravity 



I met with 10+ individual prospects and clients { and 5 instituti 
earnings were announced. The institutions don't and I wouldn't e> 
coinments like ur good at making money for urseif but not us. The 
but while it requires the utmost humility from us in response I 

binds clients even closer to the firm, because the alternative of take ur money co « — 

who is an under performer and hot the best, just isn't reasonable. Client's ultimately 
believe association with the best is good for them in the long run. 


Sent from my BlackBerry Wireless Handheld 


Original Message 

From: Blankfein, Lloyd {EO 85B30) 

To: Winkeiried, Jon (EO 85B30); van Praag, Lucas (EO PBC09); Cohn, Gary ^EO 85B30>; 

Viniar, David; Rogers, John F.W. (EO 85B30)? Forst, Edward (FIN PBC009); Kraus, Peter; 
Spilker, Marc 

Cc; Robinson, Samuel (EO CKC68); Miner, Heather- (Kennedy) ; Raphael, Andrea (EO 85B07); 
Rachraan, Andrea (EO 85B07); DuValiy, Michael (EO 85B07); Canaday, Ed (EO 85B07) ; Williams, 
.Christopher (EO 85B07) ; Horwltz, Russell (EO 85B30) 

Sent: Wed Sep 26 13:46:18 2007 

Subject: Re: Fortune; How Goldman Sachs defies gravity 

Also, the short position wasn't a bet. It was a hedge. le, the avoidance of a bet. Which 
is why for a part it subtracted from var, not added to var. 

Original Message 

From: Winkeiried, Jon 

To: van Praag, Lucas; Blankfein, Lloyd; Cohn, Gary; Viniar, David; Rogers, John F.W.; 
Forst, Edward; Kraus, Peter; Spilker,. Marc 

Ccs Robinson, Samuel; Miner, Heather; Raphael, Andrea; Rachman, Andrea; DuVally, Michael; 
Canaday, Ed; Williams, Christopher (EO, 85B/07}; Horwitz, Russell 
Sent: Wed Sep 26 13:41:02 200? 

Subject: RE: Fortune: How Goldman Sachs defies gravity 

Once again they completely miss the franchise strength and attribute it all to positions 
and bets 


From: van Praag, Lucas 

Sent: Wednesday, September 26, 2007 1:37 PM 

Tot Blankfein, Lloyd; Winkeiried, Jon; Cohn, Gary; Viniar, David; Rogers, John F.W.; 
Forst, Edward; Kraus, Peter; Spilker, Marc 

Cc: Robinson, Samuel; Miner, Heather; Raphael, Andrea; Rachman, Andrea; DuVally, 

Michael; Canaday, Ed; Williams, Christopher (BO, 85B/07); Horwitz, Russell 
Subject: Fortune: How Goldman Sachs defies gravity 


How Goldman Sachs defies gravity 

While the credit markets went sour, one investment bank made a huge, shrewd bet - and 
seems to have won big. Fortune's Peter Eavls explains the stunning strategy. 

By Peter Savis <mailto:peavis0fortunemail.cora> , Fortune writer September 20 2007: S:46 PM 
EDT NEW YORK (Fortune) — It is one of the most stunning bets Wall Street has seen in 
decades . 

As the credit markets fell apart over the summer, causing the prices of hundreds of 

billions of dollars of mortgage-backed bonds to plunge, Goldman Sachs 

<http : / /money . cnn . com/ quote/ quote . htinl?syTtib=GS4source»s tory_quote_link> (Charts 


Confidential Treatment Requested by Goldma 


Pwmmeat Subcommittee on Inveitigstiens 


Walt Street & The Financial Crisis 
Report Footnote 


GS MBS-E-009592726 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 


Frm 01556 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 .TXT SAFFAIRS 


PsN: PAT 




1553 


Footnote Exhibits - Page 381 1 

<http://money.cnn.com/quote/chart/chart.htiBl?syB4)®GStsource=story charts link> , Fortune 
500 <http! //money. cnn.com/magazine8/fortune/£ortune500/2007/snapshots/57^.htmi? 
source»story_f500_link> ) had already positioned itself so that it would profit massively 
from a decline in those securities. Thursday, Goldman reported earnings for its fiscal 
third quartet that were fat above expectations. 

While several businesses were surprisingly strong in a difficult period, the chief 
contributor to the earnings blowout were trades that made money from price drops in 
mortgage-backed securities. Goldman indicated this in its press release when it said that 
"significant losses” on certain bonds were "acre than offset by gains on short mortgage 
products." (In Wall Street parlance, being "short" a stock or bond means that you will 
make money if it goes down in price.} "Goldman Sachs showed an ability to not only protect 
itself from the problems in the market but also to capitalize on them," says Mike Mayo, 
banks analyst at Deutsche Bank (Mayo rates Goldman a buy.) When asked on a public 
conference call Thursday, Goldman's chief financial officer David Vinxar declined to give 
a nxunber for the amount of money Goldman made on its mortgage short in the third quarter. 
Lehman sits on the hedge </2007/09/ia/magazines/fortune/eavis_lehman. fortune/index. htm> 
Goldman doesn't provide enough numbers in its public financials to come up with an 
informed guess, but the firm’s statement that the short trades "more than offset" bond 
losses that were "significant" is a clear sign that it took time to deliberately set 
itself up for an expected crash in the market for mortgage-backed bonds . Indeed, Merrill 
Lynch analyst Guy Moszkowski said Goldman's trading results were $1.7 billion above his 
forecast in the third quarter, according to a research note released Thursday. (He rates 
Goldman a buy. } Amassing a large bearish position In mortgages would have required 
planning and direction from a senior level. On the conference call, Viniar said the bet 
was executed across the whole mortgage business, iit?>lying that it wasn't the work of one 
swashbuckling trader or trading desk. Of course, the prescience of the short sale would 
seem to confirm the view that Goldman is the nimblest, and perhaps smartest, brokerage on 
Wall Street. Morgan Stanley <http://itK)ney.cnn.coin/quote/quote.htnLL? 

syii±i*MSSsource==story_quote_link> (Charts <http8 //money. cnn.com/quote/chart/chart.htmi? 
ayinb=MS&source=»story_charta_link> , Fortune 500 

<http://money.cnn.eom/magazines/fortune/fortune500/2007/anapshots/905.html? 
source=story_f 500__link> ), Goldman's biggest rival, wasn't as well hedged to bond losses, 
while Bear Stearns' <http! //money . cnn. com/ guote/guote. httal? 

syi!ib*BSCSsource=3tory__quote_link> (Charts <http://money.cnn.com/quote/chart/chart.html? 
symb^BSCSsource-story" chart5_iink> , Fortune 500 

<http2//money.cnn.com7maga?ines/fortune/fortune500/2007/snapshots/1341.html? 
source=8tory__f500_link> ) mortgage business suffered considerably in the quarter. 

True, from third quarter numbers, it appears that Lehman Brothers 
<http j //money . cnn . com/ quote/ quote . html?8yinb=LEHtsource«story_quote_link> (Charts 
•<http! //money. cnn.com/quote/chact/cbart. html?8ymb=LEH«source«story^charts__link> , Fortune 
500 <http5//raoney.cnn. com/rtiagazine8/fottune/£ottune500/2007 /snapshots/ 7 8 O.btml? 
source“Story_f500_link> ) also benefited from a short position in mortgages, but its bet 
wasn't big enough~'to allow the bank to report earnings that grew from either the previous 
or year-ago quarters. Goldman's net third quarter profits of $2.8 billion were 
substantially higher than in both those two prior periods, a notable achievement during a 
very testing period. 

While the short sale allowed Goldman to show outstandingly strong earnings in the quarter, 

It may actually cause problems for the bank in other ways. First, investors in GolcUnan's 
two large poorly performing hedge funds will want to know why the savvy deployed in 
trading for Goldman's own account was not deployed in their funds. If a strategic decision 
to be short certain bonds was made high up, why didn't this end up helping the Global 
Alpha hedge fund and the Global Equity Opportunities fund, which were down 308 and 20%, 
respectively, in the third quarter alone? 

Subprime: Let the finger-pointing begin! 

</galleriea/2007/fortune/0709/gallery.subpriine_blaroe. fortune/ /index. html> 

Goldman spokesman Lucas van Praag responds: "We're always disappointed when we don't meet 
out clients' expectations. We're working hard to adjust our strategies to reflect the 
lessons we learned in August.” In addition, the large gains from the mortgage trade will 
also deepen investors' desires to get a better handle on how brokerages like .Goldman make 
money. 

One of the figures that didn't seem to make sense in Goldman's earnings was a number that 
estimates the market risk on a broker's balance sheet. This indicator, called Value at 
Risk, or VaR, moved up only 5% in the third quarter from the second. If Goldman was 
placing big bets in volatile markets - like the short trade in mortgages - VaR might be 
expected to move up by more. 
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In Other words, Goldman seems implausibly innune fxtaa the general rule in investing that 
higher returns almost always carry higher levels of risk. Van Praag responds that VaR 
didn’t go up by much because Goldman reduced positions as volatility in the markets went 
up. 

Goldman does seem to have institutionalized a higher level of trading savvy - the third 
quarter numbers bear that out . The market recognizes that in awarding the broker a 
valuation that is higher than that of its peers. Quarter in, quarter out, Goldman posts a 
return on equity in excess of 301, even though it's highly leveraged, like ail brokers. 

The high leverage should translate into at least some rough quarters , That was the case 
for Goldman's ailing hedge funds in the third quarter. Why is it never the case for 
Goldman itself? \1 "TOP" « OLE Objects Picture (Metafile) » \i "TOP" 


Goldman, Sachs S Co. 

85 Broad Street, 7th Floor 
New York, New York 10004 
Phone: 212-855-0568 
Fax; 212-902-3925 
anna.leathSgs.com 

Anna Leath Goldman 

Executive Office Sachs 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Sparks, Daniel L 

Monday. Febaiary 12. 2007 7:07 PM 

Ruzika, Ridiard; Viniar, David; Montag, Tom; Smith, Sarah; McMahon. Bill; Lee, Br1an>J (FI 
Controliers) 

Winketried, Jon (EO 85630); Cc^n. Gary (EO 85630); Gasvoda, Kevin 
Post today 


(1) +S20mm PSL today. 

Secondary trading desk is net short risk in form of single names and structured index vs 
index longs (some index shorts also). Large move dovm again today (A 40 bps wider, 

BBB/BBB- 80 bps wider) . 

(2) Possible significant upside in book. 

The desk has been moving single names about 1/3 of what they feel the correct correlation 
is (around 70%) . The team needs to work with controllers to demonstrate observability. As 
the market has moved so much one way, there is the potential for the book to currently 
have significant upside revenue embedded in it. 

(3) Loan & resid books flat. 

Loan and residual books have been marking down with movement of ABX hedges - will be 
reviewed for quarter end process. 

(4) Resi warehouse OK. 

All margin calls received. Kew Century moved $30inm off line today to WD and plans to 
move $165n3n off line Tuesday to and they claim we are the only ones being harsh, flljl 

claims we are the only one margin calling. Our marks are appropriate for moves in the 
market. More margin calls are going out today. 


(5) Quarter end mark process. 

We continue to go through positions based on market moves, loan performance, and 
transitioning positions to secondary desks (Wednesday) to get set for month end. 



■ R*J*ctedbyebePenn«iitqt 
babcwnmlttee on Invcstigaticmt 
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From: Bimbaum, Josh 

Sent: Thursday, August 09. 2007 6:10 PM 

To: Salem. Deeb 

Subject: RE: Mari<etRisk; Mortgage Risk Report (cob 06/0^^7) 
meeting scheduled for tuesday 


From? Salwn, De^ 

Sent: Thursday, August 09, 2007 5:55 PM 
To: Kmbaum, Josh 

Subject: RE: Mark^isk: Mortgage Risk Report (cob 08/08/2007) 

i do think that is a real concern, how quickly can you work with strats to get them 
to revise our VAR to a more realistic nuttiber? 


From: Bimbaum, Josh 

Sent; Thursday, August 09, 2007 5:47 PM 

To: Salem, Deeb 

Subject: RE: Mariceddsk: Mortgage Risk Report (cob 08/08/2007) 

i just asked b/c I saw the note about mortgages drop^ng back down to a permanent limit of 35mm (which 
we are way over), this would mark a chartge of their recent policy to just keep increasing out limit, makes 
me a little nervous that we may be told to do something stupid. 


From: Salem, Deeb 

Sent: Thursday, August 09, 2007 5:43 PM 
To: Birnbaum, Josh 

Subject: RE: MarketRlsk: Mortgage Risk Report (cob 08/08/2007) 

no heat over the last 2 days... that said, im not sure how aware he is of 
it. we've actually bot a decent amount of single name protection this 
week. 300mm BBB/5BB- and SOmra A's 


From; Bimbaum, Josh 

Sent: Thursday, August 09, 2007 5:38 PM 

To: Salem, Deeb 

Subject: RE; MarketRisk: Mortgage Risk Report (cob 08/08/2007) 
good, was that a "no* on the heat question? 


From: Salem, Deeb 

Sent: Thursday, August 09, 2007 5:37 PM 
To; Birnbaum, Josh 

Subject; RE: MarkeUdsk; Mwtgage Risk Report (cob 08/08/2007) 


we have waved in -I20iwn in bbb and bbb- protection the Last 2 
days, almost all 2006 stuff (tier I, 2, and 3) , 
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From: Bimbaum, 

Sent: Thursday, Augi^09, 2007 5:34 PM 
To: Saien, Deeb 

Subject: FW: Martetftlsk: Mortgage Ksk Report (C(A 08/08/2007) 

are you getting any mwe heat to cut/cover risk? these VAR numbers are 
ludicrous, btw. completely overestimated for SPQ trading, underestimated for 
other mortgage desks. 


From: Song, Scadett 
Sent: Thursday, August 09, 2007 3:08 PM 
To: Montag, Tom; Sobel, Jonathan; Sparks, Danf€H L; McHugh, John; 
Bohra, Bunty; Pouraghabagher, Cyrus; FInck, Greg; GKvoda, Kevin; 
Turok, Michael; Brazil, ^n; Gallagher, Timothy (IB PBC07); Buono, Mark; 
Montag, Tom; Lehman, David A.; 'Ostrem, Peter L'; Rosenblum, DaN^d J.; 
Bimbaum, Josh; Swenson, Michael; 'Huang, Leo'; DeGiacinto, Oayten; 
Ego), Jonathan; Nichols, Matthew; Nestor, Genevieve; Cawthon, Michael; 
Iqbal, Farmkh; Helen, Margaret; Kamilla, Rajiv; Mahoney, Justin; 
Weinstein, Scott; Resnick, Mitthell R; Gao, Ren^oian; Bristow, Andrew; 
OeNatale, Mark; Gold, Erica; Cannon, JeanMarie; Stem, Matt; Wexander, 
Lee; Andrea, Mireille N. 

Cc: Berry, Robert; EMnias, Michael; Lee, Brlan-J (FI Controllers); 

Leventhal, Robert; Pantow, Albert; Fralman, Sheara; Fortunate, 

Salvatore; Mazumdar, Sanjay; Chen, Benjamin; gs-mra-mtg 
Subject: MartetfU^: Mortgage Risk Report (c(^ 08/08/2007) 


femporary MTQ SPG VaR limit of $1 10mm expired on 8/7/2007 


MTG SPG is over its permaaeot VaR limit of $35 mm 
Re si Prime is over its carr eat stress test limit otSlOOmm 


Desk 
MTG SPG 

Desk 


95% VaR ($KM) 
08/08 08/07 limit 
95.0 97.6 35 

Stress Test ($MH) 
08/08 08/07 Limit 


MTG SPG 
Oeriv 
Res Prime 
Res Credit 


(257) (238) 
(24) (25) 

(103) (104) 
(108) (111) 


Credit Resid (80) (80) 


(650) 

(30) 

( 100 ) 

(185) 

(170) 


• Redacted by ibe Penasnent 
Sobeommittce on Invettigations 


SPG Trading 
ABS/MBS COO 
Manager 


180 

(X) 

0 


194 (160) 

(U (30) 

0 
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From: Montag, Tom 

Sent: Tuesday, August 21, 2007 8:12 AM 

To: Cohn, Gary 85B30) 

Subject: Fw: Trading VaR $185mm 


We will get it down have been beating on him. Fyi 

Original Message 

From; Montag, Tom 
To: Sparks, Daniel L 
Sent: Wed Aug 15 17:00:56 2007 
Subject: Re: Trading VaR $165inm 

Of course it is. When we focus and push vre do better. That said I agree we have to choose 
where to spend our time and sometimes its on cbass and countrywide and not moving product. 
By definition u can’t focus on everything. R u really arguing u have been? 

Original Message 

From: Sparks, Daniel L 

To: Montag, Tom 

Sent: Wed Aug 15 16:48:21 2007 

Subject: RE: Trading VaR Sl65mra 

We haven't taken a reserve hit yet. And I think your conanent about focus is not correct. 

Original Message 

From: Montag , Tom 

Sent: Wednesday, August 15, 2007 4:03 PM 

To; Sparks, Daniel L; McMahon, Bill; Mullen, Donald 

Subject: Re: Trading VaR $16Snim 

We just took big reserve hit to cover bid offer. How can it still be problem? Sometimes u 
have to pay the price or focus. Didn't sell a single gsc bond for 7 months until focus 

— Original Message " — -- 
From: Sparks, Daniel l> 

To: McMahon, Bill; Montag, Tom; Mullen, Donald 
Sent: Wed Aug 15 13:59:45 2007 
Subject: RE: Trading VaR SlBSmm 

Driving VAR solely off spread looses its accuracy at low dollar prices. Trading team is 
meeting with market risk team to in^rove method, and we are also looking at what specific 
trades would seduce Che VAR. 

Original Message— 

From: McMahon, Bill 

Sent: Wednesday/ August 15, 2007 1:55 PM 

To; Montag, Tom; Mullen, Donald; Sparks, Daniel L 

Subject: RBs Trading VaR S165trati 

Volatility and correlations are driving the var numbers. We are working on a plan to 
reduce the book, but liquidity may prove to be difficult. 


— -—Original Message 

From; Montag, Tom 

Sent: Wednesday, August 15, 2007 1:52 PM 

To: Mullen, Donald; Sparks, Daniel L; McMahon, Bill 

Subject; Fw: Trading VaR S165mm 


How do we keep going up in mtg with all the buybacks and sells of last two weeks? What 
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can we <io to lower it? To get this down seems Iniportant particularly in light of desire 
to put on even more risk 

Original Message 

From: Cohn, Gary (EO 85B30} 

To: Dinias, Michael; Viniar, David; Montag, Tom; Sherwood, Michael S; Broderick, Craig; 
Berry, Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce; Wilson, 

Edwa rd 

Sent: Wed Aug 15 13:43:10 2007 
Subject: Re; Trading VaR $165nim 

There is no room for debate - we must get down now 

Original Message 

From: Dinias, Michael 

TO! Viniar, David; Cohn, Gary; Montag, Tom; Sherwood, Michael S; Broderick, Craig; Berry, 
Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce; Wilson, Edward 
{ED, lNYP/042) 

Sent: Wed Aug 15 13:41:22 2007 
Subject; Trading VaR $165mm 

Trading VaR increased $16mm, from $149inm to $165inm, versus $150rnm limit. 

Mortgage VaR increased $14mm, from $96iibr to $110nin. Mortgage risk increase was driven 
almost entirely from wider spreads/markdowns on ABS CDOs. 

Credit Trading VaR increased $2inm, from $79nm to $81ram. 

Credit Origination VaR increased $lram, from $62iiiin to $63nnn. 

Interest Rate Product VaR now stands at $144rtBn. 
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From: Berry. Robert 

Sent: Saturday, February 24 , 2007 11:05 AM 

To: Vini», David: Broderick. Craig: McAtehon, Bill 

Cc: Dinias, Mic^iael; Ng, VirSor K 

Subject; . FW: Malgage VaR 


please see befow. 

'new prime' is the new matrix for filday cob (q/e). Vaft for mortgages would Jump from 66.8 to .101.2, firmwide from 
146.6 to 166.8 {ist column, 'prod'). 

the data we have for the big short In "a" is very poor, exacerbating this result. 

'test 1’ (2nd column) shows the iinpad, of mapping "a" to "bbb" scaled for volatility, mortgage VaR would then be 
92.5. 

'test 2’ and 'test 3’ (,3rd and 4th) shows the impact of using ^ngte name data where we have it. even this 
"benchmark" data Is very poor - marked approx 1 day in 3. the mortgage VaR goes down (divetslfication and slightly 
lower vois) but firmwide goes up (basis), the results are also very sensitive to the names we use. 

at this point i wottld recommend mapping "a" to 'btab” appropriately scale, but not using the single name data, 
resulting in firmwide at 162.0 and Interest rate category at 95.6, (I.e. 'test 1'). 

we expe<a position mduction in the past couple of days to be largely ofiset by further widening, (the basis point 
volatility increases as the level of the spread Increases, ino'easlng die risk). 

we will perform the same analysis of the various approadies with frlday's positions and matrix asap on monday. 


From: Jha, ArtXnd 

Sent: Friday, February 23, 2007 7:37 PM 

To: Berry, Robert; Dinias, MIctiaei; Ng, Victor K 

Cc Tolmacb, via^lav; McAjidrew, Thomas R.; Sung, Hui; Luo, F6 

Subject: Mortgage VaR 

The VaR analysis below is based on positions cob 2/21. in last two business days including today, the desk have 
covered net ~$1 .3bn (spread dv01 $400kybp) of the shwts in 8BB/BBB- sector. From VaR standpoint, this positional 
risk reduction will probably be offset by S&6 and BBB- indices widening by 200 bps and 300 bps respectively in last 
two days. 


From: Toimach, Vladislav 

Sent! Frtaay, February 23, 2007 7:11 PM 

To: Jha, Arttnd; Mcftrdrew, Thomas R. 


Subject: 

□ate 

FW: rntg-sec-cds VaR (attemabve model) 

2/21/2007 

CurrehtPiirne.v 

Prod 

CuiTont Pnmo 
Test 1 

Current Prime 
Tost 11 

Currant Prime 
Test III 

■ Liivironm Poitfolio V.-.if 

lom 

^ 1 

■ 95%yaH 1 

195'^r, VaR 1 

195% VaH 

Prod 

firmwide 

•146.62 

-144.82 

-148.08 

-150.26 

Prod 

!R Product Category 

-76.89 

-79.47 

-69.54 

-72,37 

Prod 

mbs-mode! 

-86.80 

-68.89 

-58.47 

-64.79 

Prod 

mtg-second 

-65.89 

-68-74 

-57.26 

-62.48 

Prod 

mtg-seC'Cds 

-56.17 

-59.05 

-51,28 

-56.43 
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Test I Uses 8B8 vector for AAA, AA, A, and BBB index benchmarks (current prime} 
Test U Uses 39 benchmarks that even oU sjyead level distribution (cajrrent prime) 
Test Ilf Uses 32 benchmari^ that have 35% rambles or higher (current prime } 




New Prime 

Piod 

New Prime 

Teat iV 

New Prime 
TeatV 

New Fiimo 

Tost VI 

lEiwiroimV 

: Portfolio- 

05% VaR 1 


|95% VaR 1 

195% VaR 1 

lem 


1 


I 

1 1 

Prod 

firmwde 

•166.79 

-162.03 

-169.34 

-168.74 

Prod 

IR Product Category 

-105.97 

-95.58 

-91.56 

-93.61 

Prod 

mbS'inodet 

-101.21 

-92.52 

-85.31 

-83.16 

Prod 

mlg*second 

-98.49- 

-90.06 

-81.85 

-81.68 

PrtxJ 

rntg-sec-als 

•81.90 

-77.14 

-65.22 

-68.64 


Test IV Uses BBB vector for AAA, AA, A, and BBB irxfex benchmarks (new prime) 
Test V Uses 39 benchmarks that even out spread level distribution (new prime) 
Test V! Uses 32 benchmarks that have 35% remarits or higher (new prime ) 
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From: 

Sent: 

To: 

Subject: 


Primer, Jeremy 

Wednesday. April 18. 2007 5:38 PM 
Tun^, Michael; Birnbaum, Jo^ 

RE; Resolution from tha MRMA meeting? 


Arbind feels more fully educated on the issues. 

We are expecting a slight decrease in VaR from the combination of duration effect and lO/duration cross 
effect. 

For the voi of spread returns, MRMA came up with the idea of using the current time series for A8X 
spreads, and splicing on the new, lower spreads, while removing the one-day change that occurs the day 
we switch over. While this is not bad, Peng and I think that by modifying historical spreads to be 
consistent with the model and prepayment change, we will achieve something close to a 5% reduction In 
our voi of spread returns, leading to a 5% reduction In VaR, Ren will create such a modification to the 
series. He and I will discuss this approach with MRMA asap. 


From: 

5«nt: Wednesday, A(»il 18, 2007 S;22 PM 

To: Srr^um, Jo^; Primer, l««niy 

Object: Resoiudwt tarn the MRMA mettng? 
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From: 

Sent: 

To: 

Subject: 


Berry, Robert 

Monday, April 23. 2007 7:16 PM 
Viniar, David 
Re: Mortgage VaR 


We will of course estimate and incorporate the in^jact on the q2 averages . The ql averages 
and point in time are fine. 


Original Message 

From: Berry, Robert 

To: Broderick, Craig; McMahon, Bill; Viniar, David 
Sent; Mon Apr 23 19:03:29 2007 
Subject: FW: Mortgage VaR 


From; Jha,- Arblnd 

Sent: Monday, April 23, 200? 6:10 PM 

To: Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh; Lehman, David A.; 

Pouraghabagher,. Cyrus; Turok, Michael; Primer, Jeremy; Kao, Kevin J. 

Cc: Berry, Robert; Oinlas, Michael; McAndrew, Thomas R.; Luo, Fei 

Subject: Mortgage VaR 

Dan, 

Starting cob last Friday, we have started using the risk analytics for cash ABS and 
CMBS bonds from Strategists and this has resulted in a *• S7niin reduction in daily VaR fgr 
Mortgages - from S67mm to $60mm. 

Please note that these cash positions previously had almost no risk analytics, 
however, VaR was being approximated using a portfolio level estimates of duration and 
spread levels. 

We understand that Strategists have a plan to develop default models for these cash 
products, similar to mortgage synthetics and this will help us further enhance our risk 
measures. Meanwhile, we will continue to work with Michael Turok's group to refine our 
current VaR calculations on ocher cash products such as cash CDO and CDO Warehouse. 

We have also estimated the intact of using above cash risk analytics as of Feb 
quarter end. At Feb'07, VaR reduction at mortgage desk level would have been close to 
S3mm, with no material impact to Trading and Rates product category VaRs (see table below 
for QE analysis). The risk reducing effect of cash bonds has significantly increased since 
the last quarter end, largely due to the fact that many of these bonds (RMBS cash) have 
been marked down and have much wider spreads now vs. Feb month-end, generating a bigger 
long hedge credit for current VaR (dominated by synthetic shorts} . 

«Picture {Mecafile}>> 

Over the week (from cob 4/13 to cob 4/20) Mortgage desk VaR has come down from $70mm 
to $60mm; About $7nim of this is attributed to the availability of risk analytics on cash 
bonds as described above and the rest is roughly due to change in prepayment speeds for 
single name CDS on RMBS subprime sector. 

Please let us know if you have any questions. 

Thanks , 

Arbind 
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From: 

Sent: 

To: 


&ib]ect: 


Dinias, Michael 

Tuesday, August 21 , ^7 1 :54 PM 

Viniar, David; Cohn, Gary: M<»Hag, Tom; Sh 0 rvw)od, Michael S; Winkeiried, Jon (EO 85B30); 
Mullen. Donald; Satame, P^lo; ^arks, Daniel L; Broderick, Craig; Berry, R^ert; McMahon, 
Bill; Petersen, Bruce: Wilawi. Edward 
Trading VaR An^ysis 


Attachmente; Picture (Metafile); Mortgage VaR Contrlbution.pdf: FW: Potential large subprime trade and 

impact on Firmwide VAR 


The below t^le computes die Trading VaR impact of going tong crajit ri^ via CDX Investment Grade, GDX High Yield, 
Loan CDX. and A8X BBS. For exam^e, going long $1.0min/bp of ABX BBB results in $35mm rectoction in Trading VaR 
(from $167mm to $132mm). Ukewise going long $5.3mmA)p <rf CDX High Yield generates $33mm decrease in Trading 
VaR. 

Its important to note that this analysis is based on the oirrent VaR model and that the mortgage desk has question^ the 
size of the Implied short exposure (I.e., de^ believes they are less than implied by the VaR model). We are 
reviewing the current VaR meihod^r^y vnth the mortgage traders/strategists and assessing the impact of various 
potential enhancements (s.g.. price volatility versus spread volatility). 


Trading VaR = 

167 



US CDX IG 
series 8 

US CDX HY100 
series 8 

LCDX 

ABX BBB 07-1 

Resulting 
Trading VaR 

Trading 

VaR 

Impact 

Scenario 10 

+$21.3mm/bp 




142 

-25 

Scenario 11 


+$5.3mm/bp 



135 

-33 

Scenario 12 



+$8.lmm/lx5 


143 

-25 

Scenario 13 




+$1.0mm/bp 

132 

. -35 

Scenario 14 

+$4.0mm/bp 

+$4.6mm/t^ 



136 

-32 

Scenario 19 

+$10.9mm/bp 

+$7.1 mm/bp 

-S0.7mmA)p 


133 

-35 

Seenario16 

+$7.8mm/tx) 

+$7.7mm/bp 

•$8.4mfn/bp 

+$0.8mm/bp 

98 

-69 


The attached pdf below shows Mortgage Trading VaR br(*:en down by desk and the 3 columns from the right show 
marginal percentage contribution and total contribution to Firmwide VaR. Mortgage Trading has 41% marginal 
contribution to Firmwide VaR and adds $48mm to Firmwide VaR. This is primarily driven by mortgage shorts on the A8S 
Synthetics and Correlation desks. 

Decreasing the long cash vs short derivative basis ri^ on the Mwigage desk would also reduce VaR {albeit much less 
than decreasing net short). The significant long cash positions are comprised of $900mm RMBS Suprime securiti^ and 
SlOOmm CDO Squared positions on the ABS Securities desk. $1 15mm Ca^ COOs on the Correlation desk. $320mm 
CDO Mezz and $100mm CDO Squared on the ABSMBS CEXD Origination desk. There is also $250mm BB/8 bonds in 
the Subs book on the Re^ential Prime desk and $8.0B of toans/commilments in the Acquisition Commitments line. 


Confidential Treatment Requested by Goldrru 


Permmcnt Subcommittee oa lnvesti 2 *tions 


Wall Street & The Financial Crisis 
^^^Regor^ootnot^l90^^^ 


GS MBS-E-009742070 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 


Frm 01568 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 .TXT SAFFAIRS 


PsN: PAT 




1565 


Footnote Exhibits - Page 3823 



Mortgage VaR 
Contribi^on.pdf 


in separate email (attached below) the desk has proposed purchasing $10B subprime AMs in either cash or synthetic 
(ABX) form, if done in "synthetic" form ttiis would result in $34mm reduction in Trading VaR. However if done in "cash' 
form Trading VaR would decrease $1 1 mm. The smaller Trading VaR Impart of cash is due to the increase in the long 
cash vs. sixKt derivative basis risk. 



FW: Pt^ntiat large 
ajbpHmet., 


2 
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From: 

Sent: 

To: 

Sub|ect: 

Attachment 


From: Dintas, Nich«l 

Sent: Thtrsday, August 16, X07 10:05 AM 

To: Mcl'iahon, ail; Sparia, Danlei L; Muliw, Donald; Petenen, Bnjn; Bln^um, Swenson, Lehman, [^vid A. 

Cc: Beny, R^>ert 

a^joct: moi^gevar contribution 

The attached pdf below shows McMlgage Trading VaR broken down by desk and the 3 columns from the right skw 
marginal percentage contrilxition to Firmwide VaR and impact on Firmwide VaR if business or irKfividuaf desk was 
removed. As requested we added more detail under SPG Trading. 

Mortgage Trading has 53.8% marginal contribtriion to Firmwide VaR and removing the entire mortgage business 
reAices Firmwide VaR by $53mm (from $165mm to $112mm). 

As expected SPG Trading de^ d<»ninates this risk with 56% contribution and adds $49mm to Firmvride VaR. This is 
primarily driven by ABS Syr^etics and Correlation book v^ich have the bulk of the mortgage shorts. 



VaR 

naiy:^s_08_14_vl.p« 


Lehman, David A. 

Wednesday. August 22 , 2007 9:53 AM 

Creed, Christopher J 

FW: tTKMigage var contnlxition 

VaR analysis_08_14_v1.pdf 


1 
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From: Bimbaum, Josh 

SOTl: ' Thursday, August 09, 2007 5:47 PM 

To: Salem, De^ 

Subject: RE: MarketBisk; Mortgage Risk Report (cob 06/06/2007) 

i just asked b/c i saw the note about mortgages droppng took dovwi to a permanent limit of 35mm (which we are way 
over), this would marit a change of tiieir recent policy to just ke^ increasing out limit, makes me a iittle nervous that we 
may be told to do something stupid. 


Fram: Sal^, Deeb 

Sent! Thursday, August 09, 2007 5:43 PM 
To! Bimbaum, Josh 

Subject: MarketRisk: Mortgage Risk Report (cob 08/08/2007) 

no heat over the last 2 days... that said, im not sure how aware he is of it. we've 
actually bot a decent amount of single name protection this week. 300rara and 

SOinm A* 3 


From: Bimbaum, Josh 

Sent: Thursday, August 09, 2007 5:38 PM 

To: Salem, Ded) 

Subject: RE: MarketRisk: Mortgage Risk Repwt (cob 08/08/2007) 
good, was that a 'no’ on the heal question? 


From: Salem, Deeb 

Sent! Thursday, August 09, 2007 5:37 PM 
To: Bimbaum, Josh 

Subject: RE: MarketRisk: Mortgage Risk Report (ccto 08/08/2007) 

we have waved in -12Qmm in bbb and bbb- protection the last 2 days, almost 
all 200€ stuff (tier I, 2, and .1). 


From: Bimbaum, Josh 

Sent! Thursday, August 09, 2007 5:34 W 

To: Salem, Deeb 

Subject: FW: MarketRisk: Mortgage Risk Report (cob 08/08/2007) 

are you getting any more heat to cut/cover risk? these VAR numbers are ludicrous, btw. 
completely overeslimaied for SPG trading, underestimated for other mortgage desks. 


Fram: Song, Scarlett 

Sent: Tbursday, August 09, 2007 3:08 W 

To: Montag, Tom; Sobd, Jonathan; Sparks, Daniel 1; McHugh, John; Bohra, Burrty; 
Pouraghabagher, Cyrus; Rnck, Greg; Gasvoda, Kevin; Turok, Michael; Brazil, Wan; 
Gallagher, Timofty (IB PBC07); Buono, Mark; Montag, Tom; Lehman, Dawd A.; 
'Osbem, Peter L'; RosenWwn, David J.; Bimbaum, Josh; Swenson, Midiaei; 'Huang, 
Leo'; DeGiacInto, (Dayton; Egol, Jonathan; Nichols, Mathew; Nestor, Genevieve; 
C^wthon, Michael; Iqbal, Farrukh; Helen, Margaret; Kamilla, Rajiv; Mahoney, Justin; 
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Weinstein, Scottj Resnids, Wtdid! R; Gao, Renyuan; Bristow, i^drew; DeNatale, Mark; 

Goid, Erica; Cannon, JeanMaite; Stern, Matt; Alexander, Lee; Andrea, Mireilte N. 

Cc; Berry, ftobert; Dhilas, MIdrad; le^ Brlan-J (FI ODnttoifers); Lev»itoal, Rcrt)ert; 

Pantow, Albert; Fredman, Sh^nr; Fortunato, Salvatore; Mazumdar, Sanjay; Chen, 

Benjamin; gs-mra-mtg 

Subject: MarketRisk: Mortage Wsk R^rt (cob 08/08/2007) 

jremporary MTO SPG VaR Itmll of $110mm exi^red on 8/7/SU)07 

MTG SPG is over iu permanent VaR limit of $35 mm 

Res! Prime b over its current stress test Ihnit ofSlOOmm 

AcqubitioB Conunitment is over its coireDt stress test limit $150mm 


95% VaR ($MH) 

Desk 08/08 08/07 Limit 

MTG SPG 95.0 97.6 35 

Stress Test ($MM) 
Desk 08/08 08/07 Limit 

MTG SPG - (257) (238) (650) 

Deriv (24) (25) (30) 

Res Prime {i03) (104) (100) 

Res Credit (108) (111) (185) 

Credit Resid (80) (80) (170) 

Non-Resi Orig 4 4 (70) 

CRB Loan 13 13 

ABS Loan (10) (10) 

SPG Trading 180 194 (160) 

ABS/MBS COO (1) (1) (30) 

Manager 0 0 

Commitment (204) (195) (150) 
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From: 

Sent: 

To: 


Sub|ect: 


Poc, FrjH^is 

Tuesday, F^niary 13, 2007 5:50 PM 

Viniar, David; C<^n, Gary {EO 85B30): Montag, Tom; Shervwjod, Michael S; Foret, Edward 
(FfN 85B030); Evans, J. Michael (EO CKC68); McMahon, Bill; Ruzika, Rtchaid; Mullen, 
Donald; Ei^er, Ed; S^l,. Jonathan; Ealet, Isabelle; Yoir^, Paul; Heller, Dave B; Agus, 
Raanan A; Schroeder, Jeff; Brod^'ick, Craig; Beshel, Liz; Berry, Petersen, Bruce; 
Wilson, Edward; Lahey, Lee, 8rian-J (FI Controllers); Dinias, Midiael; Pastro, Ai; Ng, 
Victor K; Maretz, Andy; Johnson, Darau 
Mark^Risk; End of Day Summary - cob 02/12/2007 


Mtachmenta: 


Daily Trading Risk Summary200702l2.ptf 


95% VaR {$mm) 


Feb 12 

Trading 128 
FICC 


Feb 09 %Contr. 


Mortgea 49 




* Redacted by the PennaBcnt 
Sabcomaiittce ob inves^atroiis 


95% Product Category VaR ($itbb) 

Feb 12 Feb 09 %Contr. 



Credit Scenario (Smm) 

Feb 12 Feb 09 Limit 



The decrease in Trading VaR was mainly driven by reduced Equity exposure in EPG. Equity 
raw delta across the Firm decreased from $12.1bn to $ll,2bn. 


I was granted a ten^orary \ 


\ VaR limit until cob 02/12/07. 
HB has a temporary f 


VaR limit until cob 
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t VaR is over its VaR limit. 

Mortgages VaR is over its §35mm limit. 

~~i VaR a^ve its VMHI limit. 

is over its temporary 


VaR limit. 



Daily Trsdir^ Rfi^ 
Summary 2007... 


II » Redacted by the Permanent 

^bcommittee on Invot^tions 
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From: Jha, Artjind 

Sent: Wednesday, F^ruary 14. a)07 7:11 PM 

To: Sparks, Daniel L; Pojr^habagfier, Cyms; Turok, Michael; Burchard. Paul; Iqbal, Farrukh 

Cc: Berry, Robert; Dinias, Michael; Ng, Victor K; Luo, Fei; McAndrew. Thomas R. 

Subject: increase in Mortgage VaR 


MTG SPG Desk VaR increased from $21 mm to $48mm fram a* Feb 6 to cob Feb 13, driven primarily by SPG Trading 
desk, wth the following drivers; 

-i-$14mm VaR increase to increased market vr^atility and vrider ^reads 

+$8mm VaR due to increase in our net short credit risk by $350kA>p in RMBS SufcHJrime “8BB-" sector 

+$5mm VaR increase due to an account (MTG95943) not being loaded into risk system 

Please let us knew if yai have any questions. 

Thart«, 

Arbind 
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From; 

Sent: 

To: 


Subject: 


Poc, Francxjis 

We^esday. Feteuary 14, 2007 6:37 PM 

Viniar, David: Cc^n, Gary (EO 85B30): Montag, Tom; Sherwood. Michael S; Forst, Edward 
(F!N 85B030); Evans, J. Michael (EO CKC68); McMahcMi, Bill; Ruzika, Richard; Mullm, 
Ooiaid; Ei^er, Ed; Sobel, JonaOian; Eeiet, Isabelle; Young, PsujI; Heller, Dave B; Agus. 
Raanan A; Schroeder, Jelf ; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, BriKie; 
Wilson, Edward; Lahey, Brian; Lee. Brian-J (FI Controllers); Dirtias, Michael; Paslro, Al; Ng. 
Victor K; Maretz, Andy; Jc^nson, Darau 
MarkMRisk: End of Day Summwy - 02/13/2007 


Attachments: Daily Trading Ri^ Summary20070213.pdf 


95% VaR 


Feb 13 Feb 12 %Contr. 
Trading 132 128 100% 
FICC 



Rcdactcd bjT tN PerBiaiieRt 
SBbcMnmitti^ on Investigations 


95% Product Category VaR (Smm) 


Feb 13 Feb 12 



%Con,tr. 



Credit Scenario (Snvn) 




02/13/07. 


VaR h as a tentporary I 
tias a 


■■i limit unti l cob 02/21/07, 
temporary MHI VaR limit until cob 


Mortgages VaR is over its SSSmm limit. Temporary SSOmm limit was granted until cob 
02/20/07. 

is over its temporary limit. 
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From: 

Sent: 

To: 


Sub|ect: 


Poc, Francois 

Tuesday. February 20. 20076:21 PM 

Viniar, David; Cohn, Gary (EO 8M30): Montag, Tom; Sherwood, Mk^aei S; Forst, &lward 
(F!N 85B030}; Evans, J. Michael (EO CKC68); McMahon, Bill; Ruzika, Richard; Mullen. 
Donald; Eisier, Bj; Sobel, Jonathan; Ealet, Isabelle; Ytxing, Paul; Heller, Dave B; Agus, 
Raanan A; Schroedw, Jeff; Broderid<, Craig; B^f^l, Uz; ^rry, Rcfeert; Petersen, Bruce; 
Wilson, Edvtrard; Lahey, Brian; Lee, Brian-J (FI Controllers): Dinias, Michael: Pastro, Al; Ng, 
Victor K; Maretz, Andy: Johnson. Darau 
MarketRisk; End of Day Summeay • cob 02/16/2007 


Attrohments: 


Daily Trading Risk Summary20070216.pdf 


95% VaR {$mm} 

Feb 16 Feb 15 %Contr. 


Trading 136 . 155 100% 

FICC 



95% Product Category VaR (Srran) 

Feb 16 Feb 15 %Contr. 

Trading 136 155 100% 

■ff ■ ■ 

Credit Scenario (Snun) 

• Feb 16 Feb 1 5 Umit 

Mortges. (533) (527) (800) 

■ III 

The decrease in Trading VaR was mainly driven by reduced MPHK exposure in ^11^ and 
Equity raw delta across the Firm decreased from Sn.Obn to $12.9bn. 

Mortgages VaR is over its te mporary $60mm limit. 

over its VaR 
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Mortgages VaR ha a^ a ter^ora^ $ 60mm limit until cob 02/2 7/07. 

ten^orary MIHS limit until cob 02/21/07. 



Daily Trading 
Summarv2007... 


-*— ■ “ Redacted by the Permanent 
^bcommifteeoB Isve^tiiHu 
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From: 

Sent: 

To: 


Sublet^: 


Poc, Francois 

Thursday, F^aiary 22. a)07 6:02 

Viniar, David; Cohn, Gary (EO 85B30); Montag. Tom; Sherwood, Michael S; Forst, Edwjvd 
(FiN 85B030); Evans, J. Michael (EO CKC68); McMahon, Bill; RuziKa, Richard; Mullen, 
Donald; Ei^er, Ed; Jonathan; Eaiet, Is^lle; Young, Paul; Heller, Dave 6; A^, 
Raanan A; Schroeder. Jeff; Broderid^, Craig; Beshef, Liz; Berry, Rd^ert; Peters^, Bruce; 
Wilscm, Edward; Lahey, Brian; Lee, Brian-J (FI Ctontrdlers); Dinlas, Michael; Pa^ro, Al; Ng, 
Victor K; Maretz, Andy; Johnson. Darau 
MarketRidc End of Day Swnmary - cob 02/21/2007 


_ V-- Attachments: 


Daiiy Trading Risk Summary20070221 .pdf 


95% VaR {$nun) 

Feb 21 Feb 20 %Contr. 
Trading 147 147 100% 
FICC 


Mortges 67 63 16% 




1 

■■■' » Redacted by the Permanent 

Subcommittee on Investigations 


I 



95% Product Category VaR ($tren) 

Feb 21 Feb 20 %Contr. 
Trading 147 147 100% 



Credit Scenario ($rnm) 

Feb 21 Feb 20 Limit 


Mortges. (522) (565) (800) 



Mor tgages VaR Is over , its tempor ary $60 tnm limit. 

over itsl^BB vaR 

Mortgages VaR h as a tem porary $60nuti limit until co b 02/27 /07. 

f|||HHB|||||^|||Ha|g||P|||||MM|H|[|||aBha9 a ten^rary M^^llmlt cob 02/21/07. 
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D^ly Trading 
ajmrrKff¥2007... 


2 
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From: 

Sent: 

To: 


Subject: 


Poe, Francois 

Mwjday, February 26, 2007 8:04 PM 

Viniar, David; Cohn, Gary {EO 8OT30); MOTtag, Tom; Sherwood. Michael S; Fwst, Edward 
(FIN 858030); Evarts, J. Mi<^^ (EO (3KC68): McMahon. Bill; Ruzika, Richard; Mullen, 
0<Kiaid; Eisler, Ed; Sc^, Jonathan; Ealet, Isabelle; Your^, Paul; Heller, Dave B; A^s, 
Raartan A; Schroeder, Jeff; Broderick, Oalg; B^hel, Liz; Berry, Robot; Petersen. Bruce; 
Wilson, Edvwird; Lahey, aian; Lee, Brlan-J (FI Controllers); DInlas, Michael; Pastro, Al; Ng, 
Victor K; Marelz, Andy; Johnson, I^rau 
MarkelRi^: End of Day Summaay - c<^ 02/23/2007 


Attachments: 


Daily Trading Risk Summary20070223.pdf 


95% VaR ($nim) 


Feb 23 Feb 22 %Contr. 
Trading 154 142 100% 

FICC , 

64 23% 

14 



■ Rcdaettd by tbe Pemaoeot 
&ibeoBnkteeoB ievcstlsaHoiu 


95% Product Category VaR {$mm) 


Feb 23 

Trading 154 

Ml 


Feb 22 %Contr. 
142 1 00% 

■ ■ 


Credit Scenario i$mm) 


Feb 23 Feb 22 Limit 




The increase in Trading VaR was mainly driven by Mortgages and the weekly update of our 
Market data. 


Trading VaR is over its $150mm limit. 

Mortgag es VaR i s over its t emporary SeOitan limit. 

MHMMMHBIHiMlIBIIIlBlfllf is over its ten^rary MHI VaR limit. 
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Mortgages VaR has a tennxtrary $60rran limit until cob 02/27 /07. 

has a tes^xary MHV litnit until cob 02/26/07. 



Daily Tradins 
Sufnmary2007... 


■ ■ R«<**etetl by the PermaBent 

Sobeommi^tee on Inveu^atioBs 
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From: 

Sent: 

To; 


Subject: 


Poc, Francois 

Tuesday, Febaiary 27, 2007 655 PM 

Viniar, David; Cohn, Gary (EO8SB30}; Mc»^ag, Tom; Sherwood, Michael S; Forst, Edw^rtJ 
(FIN 8580^); Evans, 4. Miguel (EO CKC68); McMs^n, Bill; Ruzika, Richard; Mullen, 
Donald; Ei^er, Ed; Sd)^, Jonathan; Ealat, Isabelle; Y<xjng, Paul; Halier, Dave 6; A^s, 
Raanan A; Sc^r(^er. Jeff; Broderit^ Craig; Be^el, Uz; Berry, Revert; Petersen, Bnjce; 
Wilson, Edward; Lahey, &ian; Lee, Brian-J (FI Ccmtrollers); Oinias, Michael; Pastro, Al; Ng, 
Vtelor K; Maretz, Andy; Jr^wson, Oarau 
MarketRisk; EtkJ of Day Summary - cob 02/26^2007 


Attachments: 


Daily Trading Risk Summary20070226.pdf 


95% VaR {$mra) 


Feb 26 Feb 23 %Contr. 
Trading 153 154 100% 
FICC 



iUdacMdl^tliePermaiKiit 
SsbcMiHitttMM Invest^atioiu 


95% Product Category VaR <$mm) 


Feb 26 Feb 23 



%Contr. 

100 % 



Credit Scenario (Snvn) 


Feb 26 Feb 23 Limit 


(516) (531) (800) 




Trading VaR is over its $150min limit. Temporary limit of $165mm granted until cob 
03/07/07. 

is over its ten^rary VHBi VaR limit. 


Mortgages VaR has a temporary $90mm limit until cob 03/06/07. 
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vaR has a tenqi^rary MHP limit until coh 02/28/07. 

Ten^orary limit extended to ■■Ml until coh 03/07/07. 



i^lly Trading FUsk 
Summary2(K}7... 


laiiiM" Redacted the Pemanent 

Subcommittee on Investigatimu 
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From: 

Sent: 

To: 


Subfect: 


Poe, Francois 

Wednesday. February 28, 2007 TJ>S. PM 

Viniar, David; Cohn. Gary (EO 85B30): Montag, Tom; Sherwood, Mir^aei S: Forst, Edward 
(FIN 85B030); Evans, J. Michael (EO CKC68); McMahon. Bill; Ruzika, Richard: Mullen. 
Donald; Eisler, Ed; Sc^l, Jonathan; Eatet, Isabelle; Young, Paul; Heller, Dave B; Agus, 
Raanan A; Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce; 
Wiisem, Edward; Lahey, Brian; Lee, Brian-J (FI Conhoil^s); Dinias, Michael; Pa^ro, Al; Ng, 
Victor K; Maretz, Andy; Johnson, Oarau 
MarketRisk: End of Day Summary - cob 02/2712007 


Mtachroents: Daily Trading Ri^ Swnmaiy20070227.pdf 


95% VaR 

Feb 27 Feb 26 %Contr. 


Trading 144 153 100% 

FICC 



95% Product Category VaR (Smm) f ’"" ■■ - 

— • * Redacted by the Permanent 

Feb 27 Feb 26 %Contr. Subcommittee on Invettigatiocn 



Credit Scenario tSmm) 

/ Feb 27 Feb 26 Limit 


Mortges. (506} (516) (600) 



The decrease in Trading VaR was mainly driven by • 


is over itsvHB limit. 

Trading VaR has a ten^sorary $165mm limit until cob 03/07/07. 


Wall Street & The Financial Crisis 
Confidential Treatment Requested by Gold(__^^^RegortFootBote#192^^^ 
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Mortgages VaR has a te mpor ary $90inm limit until cob 0 3/06/ 07. 

^ temporary limit until cob 03/07/07. 



Daily Trading Ri^ 

Summwy2007... 

" Reacted by the PennaaeBt 
Subcommittee on lnves%tHens 
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From: 

S^t: 

To: 


Subject: 


Rx. Francois 

Thursday, March 01 , 2007 6:02 PM 

Viniar, David; Cc^n. Gary <EO 8SB30): Monlag, Tom; Sherwood, Midia^ S; For«. Edvwird 
(FIN 85B030); Evans, J. Micha^ (EO CKC68); McMahon, Bill; Ruzika, Ri<^ard; Mullen, 
Donald; Eisler, Ed; Sd^el, Jonctthan; Ealet, i^belle; Young, Paul; Heller, Dave B; Agus, 
Raanan A; Sr^roeder, Jeff; Broderi^ Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce: 
Wilson, Edward; Lahey, Brian; Lee, Brlan-J (FI Contrcdlers); Dinias, Michael: Pastro, Al; Ng, 
Victor K; Maretz, Andy; Johnson, Darau 
MarketRii^: End of Day Summary - cob 02/2a®J07 


Daily Trading Risk Summary200702^.pdf 


95% VaR {3nim! 


Feb 28 Feb 27 %Contr. 


Trading 131 144 100% 

FICC 



• Redacted by the Permanent 
Subcommittee on Investigations 


95% Product Category VaR <$nuti) 



Credit Scenario <$mm} 

Feb 28 Feb 27 Limit 


Mortges. (506) (516) (800) 



The decrease in Trading VaR was mainly driven by Global IRP and Global Forex, 

Trading VaR has a temporary $165nim limit until cob 03/07/07. 

Mortgage s VaR has a temporary $90m m limit until cob 03/0^07. 

a temporary I^BBilimlt cob 03/07/07. 
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Dally Trading Ri^ 
SiKnmary2007... 
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From: VWnkelried, Jon (EO 85830) 

Sent; Thursday. August 16. 2007 7:54 PM 

To: Sparks, Daniel L 

Subject: Re: Mort P&L explanation 


I think you should drop the taicro manage theme in this environment 
Sent from my BlackBerry Wireless Handheld 


Original Message 

From: Sparks, Daniel L 

To: Winkelried, Jon 

Sent: Thu Aug 16 19:03:31 2007 

Subject: RE: Mort P4L explanation 

I try, but it is much harder than you would think with all the things we are dealing with 
- completely dislocated markets with little price transparency, systems/tools that are not 
where they should be, focused controllers {who I think are doing a very good job in a 
tough market) and many cooks in the kitchen who like to micro-manage. 

But I hear the message. 

Original Message 

From: Winkelried, Jon (EO 85B30) 

-Sent^— Thiiraday.^-Augua r_tfi, gom PW . 

To: Sparks, Daniel I. 

Subjects Res Mort P«L explanation 

Good time to make sure we're conservative 


Sant from my BlackBerry Wireless Handheld 


- — Original Message — 

From: Sparks, Daniel L 

To; Winkelried, Jon 

Sent; Thu Aug 16 18:54:37 2007 

Subject: RB: Mort F&L explanation 

I feel fine - but we will have up and down days, and we will have adjustments both ways. 

Original Message- 

From: Winkelried, Jon (EO 85B30) 

Sent: Thursday, August 16, 2007 6:53 PM 

To: Sparks, Daniel L 

Subject: Re: Mort PiL explanation 

Thanks. Do you still feel we are being conservative with out marks 


Sent from my BlackBerry Wireless Handheld 


----- Original Message — 

From: Sparks, Daniel L 

To: Montag, Tom; Sherwood, Michael S; Mullen, Donald; McMahon, Bill; Salame, Pablo 
Cc; Cohn, Gary; Winkelried, Jon; Viniar, David 
Sent; Thu Aug 16 18:29:28 2007 
Subject: Mort P4L explanation 


PermanerU Subcommittee on lavestigatiem 
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A number of you have asked about the +$121inm; 


Large items: 

Correlation $+i45nim - detail below, but 94iiHn of it ia from correlation adjustment in ABX 
(from 50 to 70% ) as market observability better recently, rest is from outright shorts 
(f^llll^lMlIIIIIIIII^^ with market move Resids/subs down $50inm, as we approach quarter/month end 
- resid mark on alt a has to come down and valuation showing at least this much (probably 
more to come down) Single name subprime shorts vs ABX longs (still net short) +$18nffti 


Remaining things for month end are (1) synthetics adjustment to mid and widening bid/offer 
reserve, (2) review on resids and scratch and dent, and (3) normal controller review which 
we have started but will require much focus with the significant moves 


Correlation breakdown; 

— Up $94mre due to changes in correlation for mezz RMBS 

— Up l||H||||l||||||||||||M|M wider 

Up ^HHHHIHBPi^rket wider 

— Up $7iam on single-name RMBS wider 

— Up §10mm on ABX prices lower 


FICC Mortgages - Daily P6L Estimate 


supersenior trades 


• Redactni by the Pemaneot 
Sobcmamitltc mi InvefHgations 


3 


I. SUMMARY 


TOTAL 

Structured Products 

- Resi Prirae/Mtg Derivs 
Re ai-Gr ed4fe 


121,050,000 

2,250,000 


- ABS LSF 

- SPG Trading 156,000,000 

• - CDO / CLO 4,000,000 

- Other Structure Products 
Europe 

Other (Advisory, PFG, Managecs/Othet) 
MORTGAGES 121,050,000 


Mortgages WTD 
Mortgages MTD 


195,524,003 

153,739,944 


II. DETAIL 

Business Strategy Desk Dally Total Comments 


STRUCTURED PRODUCTS 

Mortgage Derivative 

Agency Derivatives 
Whole Loan Derivs 
MSR 

Residential Prime 

FKA/VA - Primary 
FHA/VA - Secondary 
Prime Hybrid - Primary 
Prime Hybrid - Secondary 
Agency Hybrid 
Prime Fixed 
Agency CMO - Primary 
Agency CMO - Secondary 

Residential Credit 

Scratch and Dent 


250,000 

250,000 curve steeper 

2,000,000 

3,000,000 trading 

(1,000, 000) trading 

(43,000,000) 

2 
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Subprime 
Alt-A 
2nd Liens 
Subs 

Residuals 

Residuals 

Residuals 

Residuals 


7,000,000 ABX hedge Btoveraent 

(5,000,000) 

Scratch & Dent 

Subprime ~ 

Alt-A (45,000,000) 

2nd Liens — 


Footnote Exhibits - Page 3845 


Subcomiiimet iiii tnvmlgMiTO, 


CRE Loan Trading 





SPG Trading 

CMBS Trading 
CRS CDO 
ABS Trading 


158,000,000 

(5,000,000) 


Ca4BS CDS 
ABS CDS 


10,000,000 

Property Derivatives 

Correlation 145,000,000 Correlation Mark Change, ABS CDS, 


CMBS CDS 


■CDO/CDO 47 000,0 ^ 

ABS / MBS CDO 4,000,000 

GSI SP Credit Warehouse 

US CLO 

EURO CLO 

CRE CDO 

Retained Principal Positions 

Tax Related Securities 

Non-economic residuals 
Economic residuals 


Warehouse Lending 
Residential 
Commercial 
Asset Backed 

Syndicate 

ABS 

CMBS 

CDO 

RMBS 

Other 

Total Structured Products 121,050,000 

EUROPE 

Acquisition Finance 
Syndicate 
Trading 

European CMBS 

Syndicate 

Trading 


3 
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Total Europe 

Total Advisory - 

Total PPG JV 

Total Manager's Account / Other 
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From; Lehman, David A. 

^nt: Tuesday. August 28, 2007 9;{K) AM 

To; Sparks, Daniel L 


Had breakfast with Montag 

Went well, this was the time we set up to chat previoudy but had been re-scheduied 

Talked a iittle bit about business, he wanted to know how the de^ thought about him and mulien being very involved - 1 
told him m undei^ood the scrutiny on the tMjsiness given the overall pressure on our mai1<6t, targe P+L and ri^ swings, 
etc. 

I did tell them that continued darity on what and Multen want to see done would be ^predated, (i.e. if they want to 
see trade ^ts in resids, super senior, etc, keep us focused on thd vs all the other things have going on) 

Toid him fresh perspectives are aii^r^iated 

I reiterate that while we have had (and have) some tough times/positions, I objectively thot GS had done a great Job 
dealing with its issues early and righting the ship 

Outside of that he asked about my career, I told him I was v^ happy in current role, interested in int'l @ some point to 
the extent the Firm needs me (told him Asia or Lat Am were most interesting) 


OnMman, Sa^s A Ca 

85 Broad Street I New YarK NY 10004 

Tel: 212-902-2927 ! Fax:212-493-9681 I Mob; 917 

e-mail: dayid.lehman@gs.com 


(ioldmasi 

Sacks 


David Lehman 

Fixed tneeme, Currency & Commodities 


Redacted by the feraancnl 
Saboommittec on invcsl^itien 


Disclaimer: 

11118 material has been prepared specifically for you by the Goldman Sachs Fixed Income Structured Product Crroup (SPG) Trading 
Desk and boot the product ^Fixed Income Research. We are not soliciting any action based upon this material. Opinimis expressed 
are our present c^inions only. The ma^al is based upon public information which we considv reliable, but we do not represent 
that it is accurate or complete, and it should not be relied upon as such. Additionally, the material is based on certain factors and 
assumptions as the SPG Trading Desk may in its absolute discretion have considered appre^riate. There can be no assurance that 
these factors and assumptions are accurate or complete, that estimated retunis or prelections can be realized, or that actual renirns or 
results will ncx be materially different than those presented. Certain transactions, including those involving ABS, CMBS, and CDOs. 
may give rise to substantial risk and are not suitable for all investors. 'Hie SPG 'I'rading Desk may have accumulated long or short 
positions in, and buy or sell, the securities chat are the basis this analysis. The SPG Trading Desk does not undertake any 
c&ligation to update this matmni. 
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From: 

Sent; 

To: 

Cc: 

Sub|ect: 


Mullen, OcMiald 

Tuesday. August 21. 2007 7:47 PM 
Cohn, Gary {EO 85830); Viniar, David 
Montag, Tom 

FW : MarkelRisk; End of Day Siwimary - cob 8/20/2007 


Attachments: Daily Trading Risk Summary20070820.pdf 


We vrill have a plan to reduce mortgage var tomcKrtw/ and will begin executing immediately 


From: Walters, Kri^n 

Sent: Tuesday, August 21, 2007 7:44 PM 

To: Vir«ar, D3\rt(j; C<An, Gary (EO 85B30); Montag, Tom; ShowoocJ, Michael S; Forst, Edward (FIN PBC09); Evans, 1. Michael (EO 

CKC68); McMahon, Bill; Vlrtiar, David; Rudia, RIderd; Mi^len, Donald; Elsler, Ed; Sobel, Jorrachan; ^let, Isahdie; Yoimg, P^; 
Heller, Dave B; ^is, Raanan A; Sehroeder, Jeff; Sparts, Daniel L; Broderick, Craig; Beshel, Uz; Rob^; Petersen, Bruce; 
Wilson, Edvvard; LalMy, Brian; Lee, Brian>l (R ControRm); OrSas, Michael; Pastro, Al; Ng, Victor K; Maretz, Andy; Johnson, 
Oarau; Hughes, O (Market Risk Martagement & Analysis) 

Cc: Shaw, Midiaei; Jha, Arttnd; Kendrick, Richard; MIgueiras, Geraldo A.; Gumming, Caroline; Parlw, Grant; Chodos, Jason E.; 

Haar, Robert; Yunger, Dalla (Krorter^iei^); McAndrew, Thomas R.; Walters, Kristen; Goh, Amy 
Subject; MarlffitRlsk: End of Day Summary- cob 8/20/2007 


Firmwid e VaR wa’s unchanged at (versus a SlSOmm limit) with decreased^ 

WHI ris)c offset by increases in Mortgages. 


95% VaR toy Business (Smm) 


Trading 

ncc 


20-Aug n-Aug % Contr 
167 167 100% 


103 97 46% 




■■ ■ ■ Redacted die Peimanent 

Subcomminccon Investigations 


95% VaR toy Product Category (Smm) 


Trading 



20-Aug 17-Aug % Contr 
167 167 100% 


• •• 


Credit Scenario ($1^) 

Current Prior Limit 



Permanent Subcommittee on Investigations 

Wall Street & The Financial Crisis 

Confidential Treatment Requested by Goldman l Report Footnote #1951 


GSMBS-E-009740158 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01596 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 





1593 


Footnote Exhibits - Page 3851 


■ BBS 


Fizwide VaR was over its limit of $150RBn at a level of $l67mm. 

I scenario temp orary l imit of f 
n VaR limit ofVHHV <at a level of I 


Temporary Limits 


I VaR has a temporary limit of 1 


a tett?>orary VaR limit of I 


puntil cob 8/29. 


§until cob 8/29. 


Mortgages has a tenm^a ry VaR limit of Sl lOmm until cob 8/29. 

■■■■■■■■■■iflBIHipiBlBIBBIIlBlltefnporary limit of (■■■IIIIK until cob 8/29. 
Mortgage Trading widening scenario has a temporary limit of <$750mm> until cob 8/29. 



Daily Trading Wsk 
Summary 2007... 


■■ ' * Redacted by the Permanent 

Subcommittee on Investigations 
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From; 

Sent: 

To; 


Subject: 


Waiters, Kristen 

Wednesday. August 29, ^7 3:35 PM 

Viniar, David; Cohn, Gary (EO ^630); Montag, Tom; Sherwood, Michael S; Forst, Edward 
{FIN PBC09); Evans. J. Michael {EO CKC68): McMahon, Bill; Viniar. David; Ruzika. Richard; 
Mullen, Donald; Ei^er. Ed; Sobei. Jonathan; Eaiet, Isabelle: Young, Paul: Heller, Dave B; 
Agus, Raanan A; Schroeder. J^; ^arks, Daniel L; Broderick, Craig: Beshel, Uz; Berry, 
Robert; Petersen, Bmce; Wilson, E<ft«^d; Lahey, Brian; Lee, Brian-J {FI Controllws); Dinias, 
Michael: Pasbo, Al; Ng. VkSor K; Maretz, Andy: Johrrson. Darau; Hughes. Jon 0 {Market 
Risk Management & An^ysis) 

Shaw, Michael; Jha. Aibind; Kendrick, Rirfiard; Filgueiras. Geraldo A.; Gumming. Caroline: 
Parker, Grant; Chodos, Jason E.; Haar, Robert; Yunger, Oalia (Kronenberg); McAndrew, 
Thomas R.; Walters. Kristen; Goh, Amy 
Marketf^isk: EixJ Day Summary - cob 8/28/2007 


Attachments: Daily Trading Risk Summary20070828.pdf 


Firmwide VaR decreased $3mii to $135mm (relative to a $150mm limit)'. 


95% VaR Oy Business 
(Smm) 



2 8-Aug 

27-Aug % 

Contr 



Trading 

FICC 

135 

138 

100% 



Mortges 

8S 

84 

9 

42% I 

— = Redacted by the Permanent 

Subcommittee on laves^igatHtns 




95% VaR by Product Category {$mm) 

28-Aug ZT-Aug % Contr 
Trading 135 138 100% 



Credit Scenario ($nun) 

_ 28-Aug 27-Aug Limit 


(398) 
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Orign. <2,327) <2,327) <2,250) 


Limit E^geaaga 



scenario teii^rary limit of I 
teny orary VaR limit of fHllM (at a level of 
■V widening scenario tei^orary limit of | 


a level of 




■■■■p VaR has a teir^rary limit of WHVn until cob 8/29. 
has a temporary VaR limit of tBm until cob 8/29. 


Mortgages has a temporary VaR limit of $110mm until cob 8/29. 

Mortgage Trading widening scenario has a temporary limit of <$750mm> until cob 8/29. 
|has a tenporary VaR limit of iiBM<effective until 9/27) . 



Dally Trading Risk 
Summary2007.,. 


' ® R«*acJed by the Permanenl 
Subcommittee on investigations 


2 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-009716461 


VerDate Nov 24 2008 


09:58 May 19,2011 


Jkt 066051 


PO 00000 Frm 01599 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS 


PsN: PAT 





1596 


Footnote Exhibits - Page 3854 


Trading VaR Sonunary 




•flifltkit 


VltAMT 

va 

gMWl 


T^ST 

sassSL. 


SQ(f 

jaaa.. 


riLif n 



ICCrV«tiidBib* 


Mm; Mutea kM • ViK taa <( Man (WImn wd «/}r) 


Ml 


Subcommittee on inves 
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" RnJsttcd the Permanent 
^bcommltteeon iDvcfttgattom 
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ao8) 



77 


Mortgage Derivativea 

(2fl) 

(2fl) 

(29) 



(«) 

(30) 

Residential Prime 

(95) 

<») 

■ m) 

(SS). 

(120) 

(51) 

(100) 

Residential Credit 

0?) 

m 

oil) 

036) 

(194) 

(47) 

(185) 

Credit Residuals 

(63) 

(63) 

022) 

020) 

060) 

. (63) 

070) 

Non>Reei Origination 

(41) 

(41) 

(62) 

(32) 

(91) 

59 

(70) 

SPG Trading 

135 

143 

300 

84 

(132) 

409 

(160) 

AB^MBS CDO Origination 

(H) 

(11) 

SSI 

(44) 

(98) 

8 

(30) 

AcquiaiClon Commitment 



(45) 

(179) 

(300) 

03) 




■ Vi 

■■ Bl^V ViBBI g^ugg mgi 


■■OBH 



Hi H 

■ ■■ ■■ ■■ ■■ VI 



Bmerging Markets 

zmr- 

]■ 









Jl 




^^imiinii 

BBBB 



B 


1 

B 


1 

B 



nn 



Credit TwdtnK 

Flow 

Prop 

Strueturod Credit 
Credit CDO Origination 
Municlpale 








■■!E23aB 

MKESflB 

BHSsaa 

(473) 


Hedges 


(^906) 

579 

043^ 

344 





Syndication 


(1.029) 

(582) 

(540) 


(220) 

(700) 

Portfolio 

(za 


(ZO 

(42) 


07) 

(55) 

Residual New Issue 

1581 

(58) 

(27) 

(29) 

(70) 

0 

(40) 

Future Sale 

(329) 

(329) 

05) 

(44) 

(342) 

(8) 


Workout 

0 

0 

0 

(0) 

(0) 

0 

(2) 

Bridge Loan 

(748) 

(748) 

(357) 

(295) 

(846) 

(27) 

(400) 

Liquidity Commitments 


(12) 

3 

(4) 

(44) 

12 

00) 

Commitment Letts Outstanding 

(22) 

(22) 

(80) 

042) 

(469) 

(22) 

(600) 

Securities 

(6ffl 

(60) 

(9) 

(13) 

(86) 

6 

(25) 
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From: 

Sent: 

To: 


Subject: 


Walters, Kristen 

Friday. September 14, 2007 5:14 PM 

Viniar. David; Cohn, Gary (EO 8^30); Montag, Tom; Sherwood, Midiael S; Forst, Edward 
(FIN PBC09}: Evans, J. Michael (ED CKC062); McMahon, Bill; Viniar, David; Ruzika, 
Richard; Mullen. Donald; Elsler, Ed; StAel, Jonathan; Ealet, Isabelle; Young, Paul; Heller, 
Dave B; Agus, Raanan A; Schroedor, Jeff; Spari<s, Daniel L; Broderick, Craig; Beshel, Liz; 
Ber^, Robert: Petersen. Bruce; Wilson. Edward; Lahey, Brian; Lee, Brian-J (FI Controllers); 
Dinias, Michael; Pastro. Al; Ng, Wctor K; Maretz, Andy; Johnson, Darau; Hughes, Jon 0 
(Market Risk Management & Analysis); Jammal. Shahnaz; Atkinson, David J (Market Risk 
Management and Analysis); McOade, tain 

Shaw. Michael; Jha, Arbind; Kendrick, Richard; Filgueiras, Geraldo A.; Camming, Caroline; 
Parker, Grant: Chodos, Jas<m E.; Haar, Robert; Yunger. Dalia (Kronenberg); McAndrew, 
Thomas R.; Walters. Kriaen; Gtrfi, Amy 
MarketRlsk: End of Day Summary • cob 9/1 3/2007 


Attachments: Daily Trading Risk Summary20070913.pdf 


VaR increased by $2rRm to Sl44mm reflecting an increase VaR of $12mm as well as 
higher Mortgage VaR, Higher Mortgage VaR resulted in a Rate Product Category limit excess 
($126mm relative to a limit of $125iwn) . 

95% VaR by Business ($mm) 


13-Sep 12--Sep % Contr 
.Trading UA rnnii 


FICC 



" Redsettd by the Permanent 
Sabconmittee on Investigations 


95% VaR by Product Category 


Trading 



IS-Sep 12-Sep % Contr 
14A 142 100% 

ill 


Credit Scenario 

13-Sep 


12-Sep Limit 


Mortges. (389) {395> (800) 

m ••• 
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£y<?63aea 


I VaR limit of! 


I scenario temporary limit of * 


I at a level of I 


I (at a level of I 


9/18. 


I VaR has a temporary limit of « 


I affective until cob 


I has a temporary VaR limit of I 


ieffective until cob 9/11. 


M ortgages has a tempor ary VaR limit of §90nwi effect!^ until cob 9/18. 

has temporary limit of (HHHB until cob 9/28 
Mortgage Trading widening scenario has a temgor^ry limit of <$800mm> until 9/28. 
IBIBIIIIIIHIBIIMIBHI temporary VaR limit ofl 


Ieffective until cob 9/27. 



Daly Trading Risk 

SummarY2007.., _» Redacted by tbe Ptrmaaent 

Sabcommirneon Investigations 
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From: 

Sent: 

To: 


Subject: 


Waiters, Kristen 

Thursday. September 27. 2007 7:56 PM 

Viniar, David; Cohn. Gary (EO 8^0); Monlag, Tom; Sherwood, Michael S; Forst, Edward 
<F1N PBC009); Evans. J. Michael (EO CKC068); McMahon. Bill; Viniar. David: Ruzika. 
Richard; Mullen. Donald; Eeter. Ed; Scrtjel, Jonathan; Ealet, Isabelle; Young, Paul; Helier, 
Dave B; Agus, Raanan A; Schroeder, J^f; Sparks. Daniel L; Broderick. Craig: Beshel, Liz; 
Berry, Rc^rt; Petersen. Bnaie; WHson, Edward; Lahey, Brian; Lee. Brian-J (Fi Controllers); 
Dinias, Michael; Paslro, Al; Ng. Wctor K; Maretz, Andy; Johnson, Darau; Hughes, Jon 0 
{Market Ri^ Management & ^alysis); Jammal. Shahnaz; Ad<inson, David J {Market Ri^ 
Management and Analysis); McD^e, lain 

Shaw, Michael; Jha, Arbind; Kendrick, Richard; Filgueiras, Geraido A.; Gumming, Caroline; 
Parker. Grant; Cho^, Jason E.; Haar, Robert; Yunger, Dalia (Kronenberg); McAndrew, 
Thomas R.; Walters, Kristen; Goh, Amy; Shi, Chenggang; Bracco, Tom 
MarketRisk: End of Day Summary - c<A 9/^/2007 


Attachments: Daily Trading Risk Summary20070926-pdf 


VaR was $165min relative to a permanent limit of $150mm. 
95% VaR by Business (Smm) 


26-Sep 25-Sep % Contr 


Trading 165 167 100% 

RedactadbythePermaneRt 


ricc ^ 

Subcommittee on Invest^ations 



Mortges "77 77 17% 



95% VaR by Product Category {$mm) 

26-Sep 25-Sep % Contr 
Trading 165 167 100% 

B ill 


Credit Scenario (SMM) 

26-Sep 2S-Sep Limit 

(375) (387) (800) 

Ml 
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Firmwide VaR exceeded it s permanent limit of 

exceeded its i^rmanent limit of 

vSiiSSSiSSBBSBSS&S^^^^^^^^^^o!^ 


exceeded its permanent limit of 
fat a level of 


spread wideni ng sce nario tenqxirary limit of ■■■■m until cob 9/28 
fMihas a..^einp orary Va R limit of until c ob 10 /2 

temporary VaR limit of until 10/2. 

Mortgages temporary VaR limit of $90 toii effective until cob 10/2. 

^iHHHHIIIlHBlIgHIIBpfcemporary widening scenario limit of tHMMi until cob 9/28 
Mortgage Trading wideni ng scenario te mporar y limit of <$800mm> until 9/28. 
MMVHiMHHHIiiiHBBBB VaR limit of iMi^ effective until cob 9/27. 



Dally Trading Risk 

Summary2007... ■ 

Redacted by the PennaBe»t 

Subcommittee oh Investigations 
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From: Watters, Kristen 

Sent: Wedne^ay, Oc^d>er 03. WOT 5:55 PM 

To: Viniar, David; Cohn, Gary {EO 85B30}; Wlontag, Tom; Sherwood, Michael S; Forst, Edward 

(IMD PBC009}; Evans, J. Michael (ED CKC068); McMahon. Bill; Viniar. David; Ruzika, 
Richard; Mullen, Donald; Ei^er. Ed; Sobel, Jonathan; Ealet, Isabelle; Young. Paul; Heller, 
Dave B; A^s, Raanan A; Schroeder, Jeff; Sparks, Daniel L; Broderick. Craig: Beshel, Liz; 
Berry, Rt^ert; Petersen, Bruce; Wilajn, Edward; Lahey, Brian; Lee. Brian-J (FI Contrdlers); 
Dinias, Michael: Pastro, W; Ng. VitSor K; Maretz, Andy; Johnson. Darau; Hughes, Jon 0 
(Market Risk Management & Analysis): Jamma!, Shahnaz; Atkinson, David J (Market Risk 
Management and Anat^s); McOade, lain 

Cc: Shaw, Michael; Jha, Arblnd; Kendrick, Richard; Filgueiraa, Geraldo A.; Gumming, Caroline: 

Parker. Grant; Chodos, Jason E.; Haar, Robert: Yunger, Dalia,{Kronenberg); McAndrew, 
Thcmias R.; Walters, Kristen: Goh, Amy; Shi, Chenggang; Bracco, Tom 
Subject: MarketRi^: End of Day Summary * cob 10/2/2007 

Attachments: DailyTrading Ri^ Summary20071002.pdf 


VaR decreased by $8mm to $169mm (relative to a permanent limit erf $150mm). A tempwary limit of $185mm was 
granted and becomes effective for cob 10/3 through 10/30. 

95% VaR by Business {$mm) 

2-Oct 1-Oct % Contr 


T radin g ^00% 

>ICC 
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Firmwide VaR exceeded its limit of SlSOffra. A ten^rary limit of $185mni becomes effective 
cob 10/3 through 10/30 _ 

exceeded its permanent limit offl|||||§ Temporary limit of 
WBW Pbecomes effective cob 10/3 through 10/30 _ 

exceeded its permanent limit of (HHHI Temporary limit of 
L^ecomes effectiv e cob 10/ 3 thr ough 10/30 _ 

I limit of iHlS ( at a l evel of 

_ I exceeded its temporary VaR limit of |||||H||§. A teti¥>orary limit of (■HIP becomes 
effective cob 10/3 through 10/30, 


I until cob 10/9 


Temporary Limits 

^HpHppiPpliH^HIHBH t^idening scenario t empora ry limit of p| 
IHHHPBHHHBSHv^'nporary VaR limit of PHpn until 10/9. 

Mortgages Temporary VaR limit of $85mm effective until cob i g/9. 

■HiPHHHHiHHRHV widening scenario limit of ■■■■■■ until cob 10/26 

Mortgaq^Tr^ing widening scenario t empora ry limit of <$800min> untir 10/26. 
""‘“‘“““"'""''""'^temporary VaR limit of HPPP until cob 10/26. 



Osiiy Trading Risk 
Stramary2007,.. 


" Redacted by the Permanent 
Subcommittee on lavestigatioBs 
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From: 

Sent: 

To: 


Cc: 

Subject: 


Walters, Kristen 

Friday, October 19. 2007 5:15 PM 

Viniar, David; Cohn, Gary (EO ^30); Montag. Tom; Sherwood. Michael S; Forst, Edward 
(IMD PBC009); Evans, J. Micha^ (ED CKC068); McMahon, Bill; Viniar, David; Ruzika, 
Richard: Mullen, Donald: Efeler, &1; Sobel, Jonathan; Ealet, Isabelle; Young. Paul; Heller, 
Dave B; Agus, Raanan A; Schroeder, Jeff; Sparks, Daniel L; BrcxJerick, Craig; Beshel, Liz; 
Berry, Robert; Petersen, Bruce; Wilson. Edward; Lahey, Brian; Lee. Brian-J (FI Controllers): 
Dinias. Michael; Paslro. At; Ng, Victor K; Maretz, Andy; Johnson, Darau; Hughes, Jon 0 
(Market Risk Management & Analysis); Jammal, Shahnaz; Atkinson. David J (Market Risk 
Management and Analysis); McDade, lain 

Shaw, Michael; Jha, Arbirxl; Kendrick, Richard; Filgueiras, Geraldo A.; Gumming, Caroline; 
Parker, Grant; Chodos, Jason E.; Haar, Robert; Yunger, Daiia (Kronenberg); McAndrevt 
Thomas R.; Walters. Krlst«i; Goh, Amy; Shi, Chenggang; Bracco, Tom 
Maik^Rtsk: End of Day Summary - cob 10/18/2007 


Attachments: Daily Trading Risk Summary20071018.pdf 


VaR increased by $9mm to $1 54mm drive n by ■pMIMB reduced diver sificatio n benefit. flHlhad a net reduction in 
equity delta, but an increas e In tBBBINxposure which increased VaR. MiPhad an overall delta increase (which 
included an increase in the as well as a decrease in index short delta. 

95% VaR by Business ($mm) 



95% VaR by Product Category {$tnm) 


Trading 




Credit Scenario <?MMJ 

18-Oct 


Mortges. (381) 

■ I 


17-Oct % Contr 
145 100% 



17-Oct Limit 


(440) <800} 

I 
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U-rnit ■Exceasea 



exceeded its widening scenario limit of 


at an impact of 


Firmwide VaR has a ten^ora ry limit of SlBSrron through coh 10/ 30, 

IVaR has a temporary Xi tq.it of WBBit through cob 

J has' a temporary li mit of a WWi through cob 10/30. 

lha s a temporary VaR limit through cob 10/30. 

3 temporary VaR limit of MiiB until 10/30. 

Mortgages Teii:g>orary VaR limit of $85mm effective until cob 1 0/30. 

widening scenario limit of until cob 

Mortgage Trading widenin g scenario tenmorary limit of <S800mm> until 10/26. 

limit of iHA effective until cob 10/26. 


10/30. 


10/26. 



Daily Trading Rl^ 

Summary2007... 

~ - Redacted by the Pcnnanent 

Subcororoittee on iBvest^ations 
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From: 

Sent; 

To: 


Object: 


Watters. Kristen 

■niursday, December 13, WQ7 6:32 PM 

Viniar, David; Cohn, Gary (EO ^30); Montag, Tom; Sherwood, Michael S; Evans. J. 
Michael (ED CKC068); McMahon, Bill; Ruzika. Richard; Mullen, Donald: Eisier, Ed; Sobel, 
Jonathan; Eal^, i^belle; Heller, Dave B; Agus, Raanan A; Sparks, Daniel L; Broderid<, 
Craig; Beshei, Liz; Berry, RtAert; Petereen, Bruce; Wilson, Edward; Lahey, Brian; Lee, Brian- 
J (Fi Controllers}; Dinlas, Micha^; Pastro, Al; Ng, Vit^or K; Maretz, Andy; Johnson, Darau; 
Hughes, Jon O (Market Ri^ Management & Analysis); Jammal, Shahnaz; Alkinson, David J 
(Market Risk Management and Analysis); McDade, lain 

Shaw, Michael; Jha, Artrind; Kei>dridt, Richard; Fiigueiras, Geraldo A,; Gumming, Caroline; 
Parker. Grant; Chodos. Jason £.; Haar, Robert; Yunger. Dalia (Kronenberg); McAndrew, 
Thomas R.; Watters, Kristen; Goh, Amy; Shi, Chenggang; Bracco, Tom; Chang, Gary; 
Cannon, JeanMarie; G(^d, Erica 
MaiketRisk: End of Day • cob 12/12/2007 


Attachments: Daily Trading Risk Summary20071212.pdf 


Trading VaR decreased £5mm to S146mm /relative to a SI 65mm temporarv limitl 

• and WHy ri^ increase d. _ 

• MpHldeit a higher b yHlilB (across f^l B andJ U. 

• flHHVwere offset by In the HMandMB businesses and d 

Firmwide Limit Violations ^ 

|i exceeded its VaR limit of^HH at a ievei of 


Divisional Limit Violations 

• Mortgage VaR exceeded its tempo r ary VaR limit $8Qmm at a level of $81 mm. 

tHHHHUMHB^BBimHHHBVcredit spread widening limits were exceeded. 



D^ly Trading F^sk 
Summary 2007... 
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Morlcjaqe Portloiio Summary 
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Global Mortgages 
Business Unit Townhali 
Q3 2007 
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Agenda 


I. Financial Performance 

a) Firmwide 

b) FiCC 

c) Giobal Mortgages 

II. Compliance 

Hi. Business Initiatives 
IV. Closing Remarks 
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% Change 
3Q07 Versus 



3Q07 

2Q07 

3Q06 

2Q07 

3Q06 

Net Revenues 

r ^ 

rz.z'ji 

•J1,'J12 

7,114 


r- 

2'] 

'j j 

Pre-Tax Earnings 

-1,2 v'; 

1,41-! 

2.112 


2A 

'■2) 

Net Earnings 

2,111 

2,111 

-1,114 


22 

7':) 

Diluted EPS 

l.'l 2 

4.11 

1.21 


2A 

'.j 'j 

ROE 


21,7% 

21,1% 




ROTE 


l-J.2% 

21.2% 




Book Value Per Share 

14-11 

I'l.l'i 

1/,1/ 


A 

72 j 


ConMential Treatment Requested by Goldman Sacbs GS MBS-E-013668605 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt066051 POOOOOO Frm01616 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


Firmwide Third Quarter Earnings 

($ in Millions, Except Per Share Amounts) 




1613 


Footnote Exhibits - Page 3871 


FICC Business Unit 

Q3 2007 Revenues by Business Unit (as internally reported) 


■ Record quarter, beating previous record set in 1007 

■ YTD 07 up 15% vs YTD 08 


($ in mm) 


jggi— 


li 










^ 1007 510 2007 m 3007 


3Q07 

3Q07 

YTD07 

vs 

vs 

vs 

2Q07 

3Q06 

YTD06 

+155% 

+183% 

+69% 

+39% 

+19% 

-(281% 

NM 

NM 


+47% 

+137% 

+23% 

+106% 

NM 

+57% 

NM 

+152% 

+6% 

■|46)% 

+63% 

+82% 

+84% 

+65% 

♦24% 

+51% 

+83% 

♦16% 
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3Q07 2Q07 3Q06 YTD07 YTD06 
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Q3 2007 FICC Competitor Analysis 

Write-downs (Net of Hedges) 


($ in bn) 


Merrtll Lynch 

UBS AG 

Deutsche Bank 

Citigroup 









dP Morgan 


$2.7bn 

Goldman Sachs 

Bank of America 

■ 



$1.0bn 



Morgan Stanley 

«0-9bn 

Lehman Bros 


Bear Steams 



$0.0 $1.0 $2.0 $3.0 $4.0 $5.0 

Note; Reported Goldman Sacrts, Morgan Stanley, Lehman Gtos, Sear Steams: others based on company expectations, with the 
exceptk>n of JP Morgan, and Sank of Amertca (based on study by Sanford Bernstein) 
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Q3 2007 Mortgages Competitor Overview 

GS Mortgages Outperformance vs. Competition 


■ Merrill Lynch 

■ UBS AG 


■ Deutsche Bank 

■ Citigroup 

■ JP Morgan 

■ Morgan Stanley 

■ Lehman Brothers 

■ Bear Steams 
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— — » Redacted by the Permanrat 

SabeomiBtttce oa Investigatfoiu 


Q3 2007 Global 

(Quarterly Performance) 


Mortgages Revenues 


$600 


$400 


$0 


-$400 


{$ In mm) 

Quarteriy Revenues I 


$741 



($174) 

1006 2006 3006 4Q06 1 007 2007 3007 4007 


I Q3 2007 Revenue Parfonriance I 

Global Mlortoacias : 162% vs. Q3 2006 
{ Q3 2007 Performance Drivors ( 

SPG Tfadlno : 

■ Strong results from trading long correlation and net 
short bias 

COO : 

• Continued mark-downs of long positions 
Residential Credit ; 

• Driven by write-downs across Sub Prime and Alt-A, 
partially offset by gains on short ABX positions 


Residential Prime : 

• Result of deterioration in deal performance and »Ta 
lack of Investor appetite for RMBS 
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Global Mortgages Performance 

Tactical Positioning 


■ The business has taken proactive steps to position the firm strategically in the 
ensuing mortgage credit and liquidity crisis 


Timing 
Q1 2007 


Q2 2007 


Q2 2007 and Q3 2007 


Action 

Shut down residential mortgage warehouses 

Reduced loan positions 

Increas ed protection for disaster scenarios 

Shut down CDO warehouses 
Took significant mark to market losses 
Reduced loan purchases 

Reduced counterparty exposure 

Positioned business tactically 

- Shorted synthetics 

- Reduced loan and security purchases 

- Shorted CDOs and RMBS 

- Increased long correlation position 

- Reduced long inventory 


Q3 2007 


Actively managed risk exposure to hedge funds 


Q3 2007 and Q4 2007 


Significant covering of short positions 
Opportunistically looking to buy assets 
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Looking Ahead 

Global Mortgages Business Initiatives 

■ Litton Acquisition 

■ Home Price Derivatives 

■ Brazilian Mortgage Business 

■ European Residentiai Mortgage Business 

■ Synthetics & Correlation Trading 

■ Reverse Mortgages 
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j)0!<|f nan 


Closing Remarks 

Q4 2007 


Finish Strong 
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From: HorwHz, Russeil 

Sent: Tuesday, November 13, 2007 11:19 AM 

To: Biankfein, Lloyd 

Subject: Fw; Goldman Doesn’t Ran Sgnificant Writedown, CEO Blankfein Says 


Original Message 

From: Mason, Deborah 
Tor Horwitz, Russeil 
Cc: Ciareman, Bart; Ohmer, Adrian 
Sent: Tue Nov 13 10:58:39 2007 

Subject! Goldman Doesn't Plan Significant Writedovm, CEO Blankfein Says 

Goldman Doesn't Plan Significant Writedovm, CEO Blankfein Says 
2007-11-13 10:49 (New York) 

By Christine Harper 

Nov. 13 (Bloomberg) — Goldman Sachs Group' Inc., the biggest U.S. securities firm by 
market value, doesn't plan to take any significant writedovms on mortgage-related assets. 
Chief Executive Officer Lloyd Blankfein said today. 

Blankfein made his coiroent in response to a question today at a conference in New 
York hosted by Merrill Lynch & Co. He also said the firm is still betting that mortgage- 
backed securities and collateralized debt obligations will decline in value. 

"As we said at the end of the third quarter, wo continue to be net short in these 
markets,*' Blankfein said in response to a question about the firm's position. "We said 
at that time we continue to be bearish on the sector.'* 

Goldman Sachs is on pace to post its fourth consecutive year of record profit, even 
as other securities firms and banks, including Merrill Lynch and Citigroup Inc., have 
written down more than $45 billion in mortgage-related assets this year. 

Blankfein said his firin has "a pretty good grip’’ on the valuation of its so-called 
Level 3 assets, which are the most difficult to value. Assets that fall into the category 
include private equity and real estate investments, leveraged loans and mortgage-related 
securities. 

"We're confident we have a grip on the valuation of these things,'' he said. 
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r nntnntr Rwhihiti Pang 3«si 


SabcomniHw m l.wtl(«iloM 


From: 

Sent: 

To: 

Cc: 

Subject: 


Horwitz, Russel! 

Sunday, September 23, 2007 9:42 PM 

Blankfein, Lloyd: Winkelrted. Cdhn, Gary; Rogers, John F.W. 

Becht, Julie; Leibowitz, Micheiie; Whi^e, Ellis; Jorgensen, Lissede; Won, Lina; Lipnic^, 
Allison: Wilson, Natasha 

Weekly Competitor, EM and Regulatory News - Week Ending 9/21/07 


Weekly Competitor, Regulatory and EM News - week ending Sept 21 2007 


Competitors 

• LEH 3Q07: Net Rev $4.3 bn, EQ $1 .3 bn (down 19% vs 2Q07, up 64% vs 3Q06. YTD07 up 66%), 2nd 
best ever, strengtti in cash and derivatives, FICC $1 .1 bn (down 44% vs 2Q07, down 47% vs 3Q06, 
YTD07 down 19%). 

• BSC 3Q07; Net Rev $1 .3 bn, EQ $1 . 1 bn (up 22% vs 2Q07, up 45% vs 3006, YTD07 up 1 5%). records 
in structured equity products and PB/clearing, FICC $0.1 bn {down 88% vs 2Q07, down 88% vs 3Q06, 
YTD07 down 28%). 

• MS 3Q07: Net Rev $8.0 bn, EQ $1 .8 bn {down 21% vs 2007, up 1 6% vs 3Q06, YTD07 up 28%). records 
in derivatives and PB, offset by $480M loss In quantitative strategies, FICC $1 .3 bn (down 53% vs 2Q07, 
down 39% vs 3Q06, YTD07 up 10%). 

• Writedown Summary: 

• Lehman: $700M: Loans and mortgages, net of hedges 

• Morgan Stanley: $940M: Loans, net of hedges, net of fees 

• Bear: $700M; $250M Loans, net of fees, and $450M Mortgages, net of fees and hedges 

• Fitch downgraded its outlook for UBS from stable to negative, another sign that investors believe the 
worst of the U.S. subprime-mortgage crisis is yet to hit the bank. 

• Three years after taWng the top financial post at Lehman, Chris O'Meara is shifting to become the firm's 
global head of risk management, and will be succeeded by Erin Cailan, who currently runs the firm's 
invesfrnent-banking practice for hedge funds. 

• Deutsche Bank CEO Josef Ackerman said in a television interview that the bank will write down the value 
of leveraged loans and scale back hiring plans after making "mistakes” and "exaggerated commitments" 
during the credit boom. 

• Deutsche Bank said it has opened two desks in Singapore to provide prime brokerage and financing 
8er\rices to hedge funds, joining Citigroup, Morgan Stanley and Merrill Lynch, which earlier this year set 
up their prime brokerage offices there. 

• Merrill said It will cut jobs at its First Franklin Rnancial mortgage lending unit, although did not disclose the 
number. Lehman has already cut more than 2,000 positions in its mortgage-lending unit, and Bear about 
240. An estimated 50,000 positions have been cut so far this year throughout the mortgage industry. 

• Nomura said it would close its US futures brokerage as part of a broader restructuring of operations in the 
region after the heavy mortgage losses revealed this year. Nomura announced in July that it would puli 
out of the residential mortgage-backed securities business In the US. 

• Carlyle Group is selling a 7.5% stake to the Mubadala investment arm of the Abu Dhabi government for 
$1 .35 billion. The deal represents a 1 0% discount to a $20 billion valuation on the firni. Mubadala will also 
invest $500 million in Carlyle's latest flagship buyout fund. 

• Carlyle hired David Marchick, a partner at Covington & Burling, as their first global head of regulatory 
affairs. 


Emerflina Markets / Other 
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' Redacted by the Pennanent 
Sebcommittee on invest^^titms 


From: 

Sent: 

To: 

Cc: 

Subject: 


Horwtz, Russell 

Sunday, October 21. 2007 134 PM 

Blankfein, Lloyd; Wink^ried, Jon; Ctrfin, Gary; Rogers. John F.W. 

Becht, Julie; Jorgensen. Lissette; WN'pi^e, Ellis; Lipnick, Allison; Wilson, Nata^a 
Weekly Competitor, EM & Rotatory News - Week Ending 10/19/07 


Weekly Competitor, EM and Regulatory News ■ week Ending October 19 2007 

Competitors 

• cm 3Q07: Net Rev $22.7bn, EQ $1.0bn (down 35% vs 2007, up 19% vs 3006, up 37% YTD07 vs 
YTD06), strength in cash and derivatives and doubling of equity finance revenues, FICC $0.7bn (down 
80% vs 2007, down 71 % vs 3006, down 4% YTD07 vs YTD06). FICC includes $1 .^n In mortgage write- 
downs, net of hedges and a $636mm loss in credit trading. In addition, $900mm of loan losses, net of 
fees, was included in 3007 debt underwriting revenues (loss) of {-193mm). On Wednesday, Giti took the 
unusual step of publicly denying the rumor tfiat Chudt Prince's resignation was imminent. 

• JPM 3007: Net Rev $16.1bn, EQ $0.5bn (down 57% vs 2007, down 18% vs 3006, up 33% YTD07 vs 
YTD06), weaker trading results vs 3006, partially offset by strong client revenue and $150mm from CVA. 
FICC $0.7bn (down 72% vs 2007, down 72% vs 3006, down 14% VTDO? vs YTD06). FICC includes 

$1 .3bn in loan write-downs, net of fees, $339mm In mortgages write-downs, net of hedges, and gains of 
$305mm from CVA. Very weak credit trading performance, significantly lower results in commodities and 
record performance in FX and rates. 

• BofA 3007: FICC: loss of -$886mm, comprised of Credit loss of -885mm, Structured Products loss of 
•569mm, and Liquid products gain of 568mm. BofA signaled it could dramatically scale back its 
investment banking division after extremely poor performance in 3Q. 

• Morgan Stanley said it is laying off s^out 300 bankers, traders and analysts, mainly in morlgages/other 
asset-backed, but also in equities trading and investment banking. The bulk of the layoffs are in the US, 
although e^ut 75 are losing jobs in Europe and a handful in Asia. 

• Nomura said Monday it expected to report a $622mm loss related to US mortgage business, in addition 
to a similar-sized loss accumulated over the previous two quarters - bringing its subprime-reiated losses 
to $1 .25bn. Nomura confirmed its plans to withdraw from the US RMBS market and cut US headcount 
from about 1 ,300 at end of March to 900 people as part of a broad restructuring. Nomura said the 
subprime hit would wipe out 20 profits (ending Sept), dragging it to a pre-tax loss of between ($340mm) 
and ($51 0mm) for the quarter. 

• Citigroup said it has secured funding tfirough year end for the $80bn in SiVs it manages after selling $20 



• Morgan Stanley’s Saxon Mortgage Services will buy rights to service home loans for $1 75 million from 
NovaSlar Rnanciai Inc., the subprime lender trying to survive a cash shortage. 
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From; 

Sent: 

To: 

Subject: 


Bimbaum, Josh 

Friday, July 20. 2007 3:10 PM 


RE; • ABX MarKets 07-2, 07-1, 06-2, 08-1: 3;00pm 


That would have rocked for both of us 


O riginal Message 

From: 

Sent! Friday, July 20, 2007 3:08 PM 
To: Sirnbaum, Josh 

Subject: RE: * ABX Markets 07-2, 07-2, 06-^2, 06-1: 3;00pm 

You should have moved to IHWBHP takenflmof tny promote on a few billsky 
Original Message 

From: Birnbaum, Josh [mailto: josh. birnbaumegs. com) 

Sent: Friday, July 20, 2007 3:08 PM 
To: Daniel Loeb 

Subject: RS: * ABX Markets 07-2, 07-1, 06-2, 06-lt 3:00pm 


I'm a wuss too. I have a huge short, but I should have done it on the buy side. 

Original M essage 

From: 

Sent: Friday, July 20, 2007 3:06 PM 
To: Birnbaum, Josh 

Subject: RE: * ABX Markets 07-2, 07-1, 06-2, 06-1: 3:0dpm 
Glad I had a taste of it...i am a not focusing. 


-----Original Message 

From: Birnbaum, Josh (mailto:josh.bitnbaum@gs.com] 

Sent ; Fri d ay, July 20, 2007 3:05 PM 
To: 

Subject: RE: * ABX Markets 07-2, 07-1, 06-2, 06-1: 3:00pm 
greatest trade ever 

Original Message 

From: 

Sent: Friday, July 20, 2007 3:02 PM 
To: Birnbavkin, Josh 

Subject! RB; * ABX Markets 07-2, 07-1, 06-2, 06-1: 3:00pm 
That’s my boy, Joshua... way to tend to my markets. 


' Radacteii by ths Permaoeat 
Sabcemmittec on Iftvettigstioiu 


-- — -Original Message 

From: Birnbaiam, Josh (mailto: josh. birnbaumegs. com] 
Sent: Friday, July 20, 2007 3:01 PM 

Subject: * ABX Markets 07-2, 07-1, 06-2, 06-1: 3:00pm 


ABX. HE. 07-2 


Cpn I Price Ch j Spread Ch | Size I 

SpDur 


AAA 

5.02 

76 1 

97-00 

/ 

100-00 

-0-26+ 1 

136 

/ 

76 

+16,5 1 

25x 

25 

AA 

3.88 

192 ! 

94-16 

/ 

97-16 

-1-00 I 

334 

/ 

256 

+25.8 i 

25x 

25 

A 

369 i 

77-16 

/ 

81-16 

-2-141 1 

989 

/ 

879 

+67.2 I 

25x 

25 
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3.63 

BBB 

3.47 

500 1 

53-00 

/ 

57-00 

-1-19+ 1 

1854 / 1739 

+46.4 1 

lOx 

10 

BBB- 
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Ch t 

Spread 

Ch 1 

Size 

SpDut 

AAA 

9 I 

94-16 

/ 

96-16 

-0-301 1 

126 / 84 

+20.0 1 

50x 

50 

4.69 

AA 

15 i 

87-16 

/ 

90-16 

-1-301 t 

376 / 290 

+56.1 i 

2 5x 

25 

3.46 

A 

64 ( 

67-00 

/ 

69-00 

-2-13+ 1 

1070 / 1009 

+73.8 1 

25x 

25 

3.28 

BBB 

3.18 

224 ( 

44-16 

/ 

46-16 

-2-17 t 

1969 / 1906 

+79.6 ! 

lOx 

10 

BBB- 

3.1 

389 1 

41-16 

/ 

43-16 

-2-11+ 

2276 / 2212 

+76.1 1 

lOx 

10 

ABX.HE.06-2 
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Ch 1 

Spread 

Ch 1 
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11 i 

96-00 

/ 

98-00 

-0-252 1 

102 / 56 

+17.9 1 

50x 

50 

4.41 

AA 

17 1 

90-24 

/ 

93-24 

-1-056 1 

325 / 225 

+39.3 1 

25x 

25 

A 

2.91 

44 j 

74-16 

/ 

76-16 

-1-296 i 

920 / 052 

+66.3 1 

25x 
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10 
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2.49 
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89-08 
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+28.9 1 
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BBB 

2.37 
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1124 / 1040 

+74.7 1 

lOx 

10 

BBB> 

2.34 

267 1 

68-08 
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70-08 

-1-243 1 

1624 / 1530 

+75.2 1 
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10 


**Spreads computed from prices using a weighted average spread duration (generated at the 
base Bloomberg speed] for all 20 reference obligations in the Index. 

Not_ an offer, recommendation, general solicitation or official confirmation of terms. 
Prepared by Research or Sales/Trading personnel from generally available information 
believed to be reliable. No representation of accuracy or completeness. Indicated returns 
not guaranteed. Assumption changes may materially intact returns. 

Price/availability subject to change without notice. Past performance is not indicative of 
future results, Goldman Sachs may have previously accumulated lohg/ahort positions in any 
subject investn«nt. For UK purposes, issued or approved by GS International, which is 
authorized and regulated by the financial Services Authority, but not made available to 
private customers 

This communication may contain privileged or confidential information. 

If you are not the intended recipient, you are hereby notified that you have received this 
message in error and that any review, dissemination, distribution or copying of this 
message is strictly prohibited. Any views or opinions presented are solely those of the 
author and do not necessarily represent those of Third Point LLC or its affiliates. If you 
have received this communication in error, please notify us immediately by email, and 
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MEMORANDUM 


mr 


FOR INTERNAL USE ONLY 


To: 

Chris Cole 
Michael Sherwood 
Andy Chisholm 
Alex Dibelius 
Ed Forst 
Ridiard Gnodde 
Jon Sobel 
Ken VMIsai 
Yoel Zaoui 
David Solomcffi 


Cc: 

Christoph Stanger 
Luigi Rizzo 
Peter Kimpet 


Craig Broderick 
Mike Esposito 
John Rafter 
Michael Daftey 
Stefan Green 
MatUiew Westerman 
Yusuf Aliredha 
Chris Barter 
PWlip Holzer 
Todd Leland 


Bernhard Herdes 
Christoph Hansmeyer 
Tjlo Dresig 


From: 

IBD Financing 
Raphael Reynold 
Michael Poppel 
Jdrg Pietzner 


FiCC Sales 
Christoph Gugeimann 
Peter Biendarra 


Credit 
Philip Kahre 
Martin Ettl 


Date: 10 August 2007 


Re: Summary of German Bank US Sub Prime Exposure 


In light of recent events relating to Deutsche Industi’iebank AG (‘’IKB”) and press reports on 
German banks’ exposure to tiie US sub prime mortgage market we wanted to provide 
Goldman Sachs’ European and Financial Instituttons Management with our understanding of 
the oirrent situation, related finandat and reputational risks as well as potential business 
(^portwiities. 

Please note that it is very difficult to get a toil picture of the issues and exposures at this 
point as information is not tolly available. Our assessment is hence based on conversations 
with clients, public releases as well as Intetrtal discussions, it is not meant to be a complete 
assessment of all Issues or a recommendation to Management. 
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I. Our Assessment of German Bank US Subprime Exposures 

None of the German Banks have been direct lenders in the US subpnme Real Estate market. 
Any ej^sure which they may have, will be the result of either: 

1. Otvbaiance sheet investments in asset-backed securities (“ABS”) or CDOs of ABS 
(“CDOs*) 

2. Investments in ABS and/or CDOs through off-balance sheet investment vehicles including 
sponsored ccwnduits and structured investment vehicles ("SlVs') 

3. Liquidity lines provided by the German banks to third party invesbnent vehicles 

A number of German banks have been significant investors in ABS and CDOs over the past 
years. These investments have either happened on the bank's own balance sheets or trough 
off-balance sheet investment vehicles. 

The investment v^ides have been eitfier set-up as conduits or as SIVs and have reached 
significant sizes (see taWe below as well as Appendix). It is our understanding th at only few 
of the invesffnent vehicles are being consolidated on the banks' balance sheets. VHIHBli 


We have outlined below our assessment of the scale of ABS (mortgage) and CDO 
exposures of ffie major banks as well as the size of ttieir conduits and liquidity lines. The 
assessment of fiieir on-baiance sheet exposures is prindpatly based on publidy available 
information as well as discussions with our global FlCC sales force. 


- Redacted by the PerTBawat 
Subcommittee on Inveeiiutions 
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!!i. Our Understanding of the Issues 

■ Heavy Mark-to-MarHet losses on assets on-balance sheet (including Junior notes serving as 
credit enhancement to conduits) have potenUaliy lead to impairment t’ea^ent of the assets, 
requiring banks to mark tiiem at cument low levels even when currently bleated as held-to- 
maturity, leading to substantia! losses In the next income statements if the situatl<»i persists 

■ ABCP markets have dried out. iea\ring Asset Backed Conduits vy^hout funding oti CP 
redemption dates such that the liquidity providers have to step In, emotively bringing the 
assets in the conduit onto the liquidity provider’s balance sheet 

— As this transfer happens at par, tils may, depending on accounting treatment, result in 
an immediate Mark-to-Markei loss 

— The increase in Total RWAs on the balance sheet of the liquidity provicter might sfress 
Uieir capital ratios furth^ 

— As liquidity is curr«it!y very tough to get (so bad that the ECB had to fx-ovide extra 
liquidity In open market operations - €94bn cxi 9 August. €61lxi on 10 August -vvhiletiie 
Fed gave ^9bn liquidity this week, up from average we^iy iev^s of $50bn), tie 
drawdown of a liquidity line might also create a liquidity issue 

— irrespective of short-term accounting/consolidaUon changes, we believe that auditors will 
review ail conduits/SiVs dosely at year end and may change their consolidation opinion 


IV. Goldman Sachs’ Exposures to these institutions 


■ Dir^t exposures : 


T1 Equity CCS Max. CPE Max. CPE 





■■■■ » Redacted by the Permantnt 

Subconmittee on Investigations 
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indirect exposure^: 

— Reputational issues as a result of having placed some assets with those banks as well 
as o^nservative bids cxi ABCP 

— We understand from dients that valuation marks provided by Goldman Sadis on ABS 
a-e substantially lower tiian the competition's valuaticms. As a result, clients are irritated 
by the valuation difference 


V. Potential Business Opportunities 

■ Providing asset and risk analysis 

■ Potentiaiiy source cheap ABS assets or engage in ABS block trades, but possibly also 
source assets tradng dose to par to reduce overall size of assets/llquidity eig^osure fcx* tiie 
banks; ABS assets could be bought by Goldman Sachs trading desks or GSAM Liquidity 
Partners HI 

■ Offering alternatives to liquidity for banks, might be especially attractive for state backed 
situations tike I KB or West LB (grandfethering of conduit) 

■ Recapitalizations throjgh capital raising or relief 

■ Pot^tiaily provide M&A and/or restruduring advice to distressed banks 


5 
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From: Lehman, David A. 

Sent: Tuesday. November 27, 2007 8:12 AM 

To: Sparks, Daniel L 

Cc: Williams. Geoffrey: Qer^, David 

Subject: FW: AGA 


Froms 

Sent! 

To; 

Cc: 

Subject: 


Tourre, FaMce 

Mofxtey, November 26, M07 4:43 PM 
Sparts, Oanief L 

\Mitiams, Geoffrey: ^rst, David; Lehman, David A.; E^d, lonatban 
ACA 


Dan, as mentioned to Gec^f and David. (Hir desk (and to my krrayyledge, the corpctfate credit derivatives txjsinesses) 
have never executed any derivatives trades with ACA. We have $2.3mm notional of net exposure cm ACA CDS, and 
we have been discusang wth Paul Huchro (the CDS trader for financials) and GS legal what wouid hsqjpen upon an 
ACA bankruptcy (w^ich is the moS likely scenario in our opinion). David Gerst or I can give you more color live on 
the credit, and next steps given our CDS exposure. Bigger issue in my view is the fact that our counterparties for alt 
die supersenior trades we have indirectly executed with ACA (those counterparties are CISC and ABN Amro) are 
most likely going to come back to us to ask us for MT^ on the trades they are interm^iating • some of these trades 
have been ojlright short trades for us. and some of them have been crosses for Paulson. 


Qoldman Sachs !ntema(ion:d 

PeiKborough Court M 33 Ft«el Street I Un<k)nEC4A 286 r 

Te):-Ht4-20-705t-«588|Fax:-f1'212-493<l10d{Cell:4-t>917-mHIIM RcdMtCd by Ac PcrOMBeat 

6m«il: (aWlc#.ra»r.® 9 ,.c»n SpbcomMlHt, Ml lllveill|llllM, 

Coldiuan 

Fabric© Toune 5^cJis 

structured Products Trading 


This mateoai has been prepared spedficatly lor you by the Fixed Income Trading Department and is not the product of Fixed income Research. We are 
tKA sciicittng any action based upon this matertaJ. Opinions expressed are our present of^niens only. The material is based upon Infcrmation tvtWeh we 
consider r^fe, but we do nc< represent th« it Is accurate or complete, retd it sirautd rtol be relied upon se such. Certain transactions, including those 
inwMng futures, options and high yield securtties, give rise to subslantU rWc end are not suftaMe for all investcrs. We, or persons inv^ved ^ the 
preparation or tssuanoe of this material, may from time to time, have long or short poeltiDns in, and buy or sell, the securtties, futures, optiorts or other 
mstrumenfs and Investments Identical wtih or routed to tiiose mentioned herein. Qddmai Sachs does not pnsvide aoeountirtg, taxor legal advice; such 
matters should be discussed with your advisors and or counsel. In addition, we mutu^ agree that, subjM to appTicabie taw, you may disclose any and 
ati aspects of this material that ore necessary to support any U.S. federal inoeme tax benetite, without Goldman Sachs Imposing any limitalion of any Mnd. 
ITils maiertal has been issued by Ooidrrtsn, Sachs A Co. and has been approved by Goldman Swhs International, which is regulated by The Fintndal 
Services Autftority, In connection with its dislributlon in the United Kingdam vtd by Oddmsi Sachs Canada In connection with its distribution h Csnda 
Further infomiAion on any of the securities, futures or options mentioned in ties moterid may be obtained upon request and for this purpose perscm In 
haly should oontael Goldman Sachs S.I.M. S.p.A. in Milan, or at its London brsich office at 133 Fleet Street. 


This malenal do» not evidence or memorialize ^ agreemerrl or legaSy txndlng eommrtmenl between any parties and does not constitute a corrited or 
commitment to provide any financing or underwriting. Any finarwlng or undervnMng is subject In aN rasped to intamaf credit approval a! Gol*nan Sachs, 
srd is sutjjed to, among other tilings, thecompletian of documentation in form and substance satisfactory to Oddman Sadrs. 


This message may contain tnformation that is eonlideniiaf or privfcged. If you are not the intended recipiant. please adme the sender tinmedaldy and 
delete the message. See htto/Aww.qs c am/disctaimg/emaii for further kifotnuaion on confidentidity ^ the risks inherent in electronic commurticatioa 

C> C^yright 2006 The Goldman Sachs Group, Inc. All rights reserved. 


See jfltia-.//www,g9.caro/di9elamer/emal-3dgMndlradmq.html for important risfi dnelosure, conflicts of interest and other terms and conditions relaitng to 
this •■mail aid your retianco cn information contained In K. This message may eontdn confidential or privleged information. If you ere not the intended 
recipient, daase advise us immediately and dsMe tiiis message. See hHayAivww.Qe.com/dteelaimer/email/ for further infomuition on ccnfidanti^ tnd 
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From: Sparks, Dani^ L 

Sent: Thuraiay. December 07, «)06 7:17 PM 

To: Mcmtag, Tom 

Subject: RE: Sii3prime volatility 


Not giving me a hard time at all -• this activity is the fir^ ^me mortgage business has had stress years, and the stress is 
real. 


GSC CDO vras a high grade { $1 .5 Billion AAA/AA/A ^ructured pnxftxas RMBS/ABS/GMBS/CDO) - full capital structure 
distribution, txjt we had a few unsold positions- $3 1mm AA'ss. ^9mm A’s, $21 mm BBS' s, $5mm equity. Not 
gr^mmon. and we teJ<e reserves against these and keep marketing. Sentw debt went toi 


Prom: Mcmtag, Tom 

Sent: Thursday, Decembw 07, M06 7:09 W 

To: ^rte, Daniel L 

Subject: RE: Suti^me vdaUilty 


' “ Redacted by the Permanent 
Subcommittee on Invest^tions 


just trying to learn not give you a hard time-what is the GSC CDO-'Underlyer'-fuil cap structure? who 
bought, manager etc 


From: 

Sent: 

To: 

Subject; 


Sparks, Oanid I 

Thursday, December 07, 2006 7:08 PM 

Mwitag, Tom 

RE: Sut^rime volaUlity 


Priced GSC CDO - $7mm in profit 

Sold Alt A resid that we had marked at $lmm for $&nm (I can explain live) 


Prom; Montag, Tom 

Sent: Thursday, December 07, 2006 7.'02 PM 

To: Sparks, Darkel L 

Subject: RE: Subprime volatility 

yes but what were the deals-specifics please 

thanks 


From: Sparls, tenid L 

Sent; Thursday, December 07, 2006 6:55 PM 

To: Montag, Tom 

Cc: FUnika, Ridiard 

Subject: RE; Sutephme volatility 


CDO and Alt A deals were new issues that we priced today (normal regular business) 


Other risk areas with some relation to subprime loans are; 
the loan bod< where we but loans, securitize and sell them 
the residual boc^ v^ere we retain some entity positions from securitizations do 
the loan warehouse (detailed below) 
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CHjr CDO warehouse {ramp up for deals) 

Likely fall-out - more originators ck»e and spre»3s in related sectors vwden (have been one-way tightening for a 
while) 


From: Mofttag, "nwt 

Sent: ■htur^Say, Decwnber 07, 2006 6i46 PM 

To: Spall®, Dartd L 

Cc: Ruzika, Richard 

Subject: RE: Sut^rlme vt^atiilty 

do we have any securitized deals we have been worthing on over the last month since we closed las! 
one? are we dose? 

do we have other positions that "hedge" this risk at all? 
is the rest of desk correlated to this risk as well? 
what were the CDO and Alt A deals? 


From: 

Sent: 

To; 

Cc: 

Subject: 


^rlQ, Oartlet L 

Thursday, December 07, 2006 6:07 PM 

Montag, Tom; Ruzika, Richard; \Aniar, David; McMahon, Sill 

Cohn, Cary (EO 85B30) 

Subprime volatility 


Activity in ABX today started out muted, drifting a bit wder until mid-afternoon when rumors went around the 
market about an originator failure • ULN. Market widened, then tightened as MLN's CFO called each dealer 
and described situation (not closing). It felt like there some spill over to swap spreads. 

ABX/CDS position ended down around $9mm on the day; Mortgage Department should be net flat from CDO 
and Alt A deals. 

On ABX position, no size reduction today but a few large accounts looking to buy outright and in levered 
form, and today was spent getting them information they needed. The large short (Paulsen) seems like they 
plan to keep selling the index over time. 

On our mortgage loan warehouse, we have $l85mm loan to MLN collateralized by mortgages and we are 
making a margin call to them based on our new loan mark from the updated loan information they sent us 
today to true up our margin cushion - right now the cushion is 0 based on new loan info, the margin call will 
be for around $5mm. MLN's problem is that they rolled out a new Alt A product, messed up the pricing, and 
did not figure it out for a week - costing them probably $l5mm. 

Generally, originators are struggling with EPDs (early payment defaults) which require them to buy back 
loans and take losse s - thinly capitalized firms cant take mu ch of it. Lower margins and volumes are also 
causing pain. Ownit closed Monday. Premiums for these originators 

- all of whom are for sale • are rapidly falling. 

Our other funded warehouse lines are $287mm funded to Accredited ($600mm mkl cap), $126MM TO New 
Century ($2B8 mkt cap), $80mm to LownHome (GS equity investor in start-up/good info/on Board) and 
$40mm to Senderra (GS equity investor in start-up/good info/on Board). 

i‘m aitHjnd 2-2914. 


« Redacted by the PermsDent 
SubcMHinittee on investigations 
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ffir 


Date: 

December 13 , 2006 


To; 

Firrawide Risk Committee 

— — • RedactMl by the Pemaneat 



&ibeoromittee on Investigatioia 

Re: 

December 13“' Mnutes 



ITie December 13th Firmwide Risk CoEnmittee meeting commenced at 7;30am. The meeting was dmired 
by David Viniar and Jerry Corri g aa Ap ologies were received from Lloyd Blankfein, Tom Momag. 
Craig Brodende, |gg|||piig|M||k end 


Divisional Reports 
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Dan Sparks 

• Noted the stress in the suli^rime maricet 

• Concern anund ’06 subprin^ originators as two more failed last week. 

• Concern arcmnd early payment de&td^ $5BN in loans to subprime borrowers, rm^ouse lines 
to 6 suf^rime Imiders. and S16MM in ’06 residual positions and alt-a and subprime i^idual 
positions from ’04 >05 , 

• Street ag^essiveiy putting back early payment defaults to origutators therein affecting the 
originator’s business. Rumors around more failures arc in the market 

« All margin calls made by the 6 subprime leodw. Business more concerned with early default 
payments thmi warehouse lenders. 


Rcdactedby die 

PcnnencDt Sabcemmittee on invcstlgetlou 
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From: Sparks, Daniel L 

Sent; Wednesday. February 14, 20076:33 AM 

To: Sparks, Daniel L . 

Subject: Risk 


Over var due to massive spike iri subprime volatility and we are working with bruce on 
that . 

Over limit on ere loan scenario list but will correct next week with large securitization 
pricing. 

Over limit on cdo risk but that will adjust as moving positions to desks. 

Bad week in subprime 

collateral performance on loans was poor - we took a write-down on second lien deals and 
on the scratch and dent book last week 

News was bad - hsbc and new century announcements 

Synthetics markets got hammered - around 150 wider 

Trading desk had sold significant risk in the form of index, tranced index, and single 
names - so it has gotten on the short side. 

Lag on the pricing of single name synthetics vs the. index, and transparency is difficult 
with the volatility, 

. Trading desk feels like it is been very conservative in the mark and has significant work 
to do in getting transparency, working, with controllers for upcoming quarter end, and 
covering the single names. 

Loan books are hedged with abx so spread protection there. 

Residuals have abx also, but that is much more monthly performance issue. 

Loan preformance will play out for a long time. 

Originators are really in a bad spot. Thinly capitalized, highly levered, dealing with 
significant loan put-backs, some with retained credit risk positions, now having trouble 
selling loans above par when .it cost them 2 points to produce. 

Will have to, and are, really tighten credit standards which will cut volume 
significantly. 

Warehouse lines we have' to originators - we are aggressively marking there positions which 
have resulted in 3 things: 

Margin, calls - which they have made 

Clients moving loans to other dealers’ lines Relationship damage 
What is the next area of contagion. 

Cdo's - which have been the buyer of most single name mezz subprime risk for the past 
year . 

We significantly reduced our deal ramp up starting 2 months ago, but we do have warehouse 
risk and are doing 4 things; 

Finding warehouse risk partners 

Combining business with secondary trading desk so all risk housed and managed by traders 
Buying protection on cdo’s Executing deals 

Portions of the alt a market - spending time on it. 
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” Redacted by the Permanent 
Ssbcommittceon lov^tigatiom 


2 
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From: Sparks, Daniel L 

Sent: Monday, February 26, 2007 8:32 AM 

To: Montag, Tom 

Subject: Re; Questions you had asked 


Roughly 2 bb, and they are the deals to worry about. Focus is super- senior, which if we 
get done will make them work 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Sent: Mon Feb 26 0'?:43:29 2007 

Subject: RE: Questions you had asked 

cdo squared — how big and how dangerous 

— ---Original Message 

From: Sparks, Daniel L 

Sent: Monday, February 26, 2007 7:37 AM 
To; Montag, Tom 

Subject: Re: Questions you had asked 

Roughly 2 bb high grade deals and 2 bb cdo's squared 

In client meeting in greenwich and can give more details in hour and half 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Sent: Mon Feb 26 07:31:49 2007 

Subject: Re: Questions you had asked 

So what is total of cdo warehouse after liquidation by sector 

Original Message — 

From: Sparks, Daniel L 

To: Montag, Tom 

Sent:. Mon Feb 26 06:47:43 2007 

Subject:' Re: Questions you had asked 

Still subprime, but only outright bbb subprime is in gsc deal we may liquidate. Other 
subprime in form of a, aa, aaa subprime and in form of a-rated cdo's (greywolf and dillon 
read} . . 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Sent: Sun Feb 25 22:49:48 2007 

Subject: Re: Questions you had asked 

Thanks. So no warehouse in subprime? what about greywolf-what is in that 

Original Message 

From: Sparks, Daniel L 
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To: Montag, Tom 

Cc: Ruzika, Richard 

Sent: Sun Feb 25 20:34:19 2007 

Subject: Questions you had asked 


Last week the trading desks did the following: 

(1) Cover around §1.5 billion single name subpriti^ BBS- CDS and around §700nm single name 
subptime BBB CDS. The desk also net sold over §400Bim BBB- ABX index. Desk is net short, 
but less than before. Shorts are in senior tranches of indexes sold and in single names. 
Plan is to continue to trade from short side, cover more single names and sell BBB- index 
outright. 

(2} The CDO business liquidated 3 warehouses for deals of $53 Qram (about half risk was 
subprime related}. Business also began liquidation of $620inm ~ ell 

synthetics done, cash bonds will be sold in next few days. One more CDO warehouse may be 
liquidated this week - approximately $300inm with GSC as manager. That will leave us with 2 
large CDOs of A-rated CDOs, 2 high grade deals with limited subprime mezz risk, and 2 
other small warehouses that are on hold. Getting super-senior done on CDOs is the critical 
path, and that is where the focus is - for the CDOs of CDOs, NATIXIS (Paris) on Dillion 
Reed deal and Wincap (London) on Greywolf deal. 


• RMUctcd by the Permanent 
Snbcomml^ on Investigations 
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From: ^jarks, Daniel L 

Sent: Wednesday, March 07. 2007 721 AM 

To: Sparits, Daniel L 

Subject: Ri^ Comm 



Alt A arKJ mortgage CDOs wdened 

ABX over the week tightened 300 on light volOTe 

After the close Friday 3 large sutp'ime companies made announcements that really has accelerated the meltdowi 
Fremont, Accredited, New Century 
Pretty much game over in subprime 

Liquidations are beginning 

The street is very exposed - put-back exposure, warehouse lines, servicing agreements, loans on bor^s, CDO ramps 
it is going to be very ugly for the street for a lond time 

Not just madt-to-markel. as many things aren’t marked or are is dfficuit to mark forms 
Also in going forward tuisiness - the subprime revenue machine is over 
There wilt be distressed qsportunities and trading c^portunities 
We are trying to close down exposures, doing from the short side 
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From: 

Sent: 

To: 

Subject: 


1 


Egoi, Jonathan 

Tuesday, January 30, 2007 12:15 AM 
Tourre, Fabiice 

Re: Finally got some time to look at P&L 


liDL tomorrow 

Original Message 

From: Tourre, Fabrice 

To: Egol, Jonathan 

Sent: Mon Jan 29 23:03:39 2007 

Subject: Re: Finally got some time to look at PfiL 


"The market is dead" ??? Ouahhh, what do you mean by that ? Do you have any insight I 
don't ? 


Sent from my BlackBerty Wireless Handheld 


Original Message 

From: Egol, Jonathan 

To: Tourre, Fabrice; ficc-mtgcorr-desk 
Sent: Mon Jan 29 22:58:14 2007 

Subject: Re: Finally got some time to look at P4L 

I have been supportive of taking down the BBB long for some time. The mkt is dead. 

Original Message — — 

From: Tourre, Fabrice 
To: ficc-mtgcorr-desk 
Sent: MonJan 29 20:56:45 2007 

Subject: FW: Finally got some time to look at PfiL 


Fyi, Jordan and Peng spent sometime looking at the variance. I think this makes sense. 

Jordan, I am concerned about the basis risk in our single name book, can you look, for 
that day, at the 50 names that moved the most on Friday, and for these 50 names, let me 
know what hedge we have on (i.e. the exact ABACUS trade in the 95903 book, as well as its 
DVOl in 95902 and 95903 separately) that was the P4L incurred in the combined 95902/95903 
books and related to these names 7 

We are long outright approx S250mra of ABX. HE. BBB. 06-2, currently trading at 92-20/93-20 
(369/337). Do we like the risk there 7 ABACUS 04~2 will help us reduce this exposure: we 
ate short the 5-27% tranche {$220mm notional), we might want to use all our allowed 
substitutions (10% p.a. + reinvestments, so a combined SlSOmm I guestimate) to reinvest 
into that index. In theory we could use the small triple-B bucket we have available in 
ABACUS 05-2, but we have to think about the >95 price constraint a little bit... The 
alternative is for us to switch the CDO bucket in ABACUS 04-2, but in that case we should 
think about selling this ABX position if we don't like it at this price — I am a seller 
there, we should take our loss and move on. 


From: Yu, Peng 

Sent: Monday, January 29, 2007 7:12 PM 

To: Yu, Peng; Tourre, Fabrice; Kaufman, Jordan 
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Subject:, RS: Finally got some time to look at P&L 

BTW, nothing really new here. It was just as what we eKpected. 


From: Yu, Peng 

Sent: Monday, January 29, 2007 7:09 PM 
To: Tourre, Fabricej Kaufman, Jordan 

Subject: Finally got some time to look at PSL 

Here's the breakdown of spread D^^l by sector, rating and security type 

Mtg95903 Mtg95902 (Single Hame) Mtg95902 (Index) 

Subprime BBB 171,533 -152,437 -105,284 

Subprime BBB- 134,653 -141,734 -2,618 

So in theory, 959,03 and 95902 single names are almost perfectly hedged against paraliell 
spread moves. But in reality, spreads were not changed in parallel on Friday, which 
resulted in a -1.3 mm foe combined 95903 and 95902 (single name). This is mostly 
concentrated in the BBB- space. I took a brief look, some spreads blew out by 20, and some, 
can jump by almost 100! 

Now the EBB index exposure of 95902 is also a naked position. Assuming index moved by 20 
bps in parallel, the P4L should be around 2 mzn. IN reality, since spread didn’t move in 
parallel, P&L was - 2.4 rren. 

So the total for 95903 and 95902 was about - 4 mm. There' re two take-away points here: 

■* Index position in 95902 is not hedged against 95903 

* Non-parallel moves in spreads can cause P&L not easily reproducible by just looking 
at aggregated DVOls 

Let me know if anything doesn't make sense here 


2 
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From; Egol, Jonathan 

Sent: Monday, January 29, 2007 11:00 PM 

To; Egol, Jonathan; Touire. Fal»K»: ficc*mtgcorr-desk 

Subject: Re; Finally got some Ume to look at P&L 


This is not ray personal opinion — just a synopsis of the views of the customers we have 
seen today. 

Original Message 

From: Egol, Jonathan 

To: Tourre, Fabrice; f icc-mtgcorr-desk 
Sent: Mon Jan 29 22:58:14 2007 

Subject: Re: Finally got some time to look at P4I» 

I have been supportive of taking down the BBB long for some time. The mkt is dead. 

Original Message 

From: Tourre, Fabrice 
To: ficc-mtgcorr-desk 
Sent: Mon Jan 29 20:56:45 2007 

Subject: FW: Finally got some time to look at P&L 


Fyi, Jordan and Peng spent sometime looking at the variance. I think this makes sense. 

Jordan, I am concerned about the basis risk in out single name book, can you look, for 
that day, at the 50 names that moved the roost on Friday, and for these 50 names, let me 
know what hedge we have on (i.e. the exact ABACUS trade in the 95903 book, as wall as its 
DVOl in 95902 and 95903 separately) that was the PSL incurred in the combined 95902/95903 
books and related to these names 7 

We are long outright approx $250mra of ABX. HE. BBB. 06-2, currently trading at 92-20/93-20 
(369/337). Do we like the risk there 7 ABACUS 04-2 will help us reduce this exposure; we 
are short the 5-27% tranche ($220mm notional), we might want to use all our allowed 
substitutions (10% p.a. + reinvestments, so a combined $150rtrrt I guestimate) to reinvest 
into that index. In theory we could use the small trlple-B bucket we have available in 
ABACUS 05-2, but we have to think about the >95 price constraint a little bit... The ' 
alternative Is for us to switch the CDO bucket in ABACUS 04-2, but in that case we should 
think about selling this ABX position if we don't like it at this price — I am a seller 
there, we should take our loss and move on. 


From: Yu, peng 

sent; Monday, January 29, 2007 7:12 PM 

To: Yu, Peng; Tourre, Fabrice; Kaufman, Jordan 

Subject: RE: Finally got some time to look at P£L 

BTW, nothing really new here: It was just as whet we expected. 


From: Yu, Peng 

Sent: Monday, January 29, 2007 7:09 PM 
To: Tourre, Fabrice; Kaufman, Jordan 

Subject; Finally got some time to look at PfiL 

Here's the breakdown of spread DVOl by sector, rating and security type 


Mtg95903 
Subprime BBB 
Subprime BBB- 


Mtg95902 (Single Name) 
171,533 -152,437 

134,653 -141,734 


Mtg95902 (Index) 

-105,284 

-2,618 
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So in theory, 95903 and 95902 single names are almost perfectly hedged against parallell 
spread moves. But in reality, spreads were not changed in parallel on Friday, which 
resulted in a -1.3 ram for combined 95903 and 95902 (single name). This is mostly 
concentrated in the BBS- space. I took a brief look, some spreads blew out by 20, and some 
can jump by almost 100! 

Now the BBB index exposure of 95902 is also a naked position. Assuming index moved by 20 
bps in parallel, the P&L should be around 2 rrai. IN reality, since spread didn't move in 
parallel, P&L was - 2.4 mm. 

So the total for 95903 and 95902 was about - 4 mm. There 're two take-away points here: 

* Index position in 95902 is not hedged against 95903 

* Non-parallel moves in spreads can cause P&Ii not easily reproducible by just looking 
at aggregated DVOls 

Let me know if anything doesn't make sense here 
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From: Ego!, Jonathan 

Sent: Sunday. February 1 1 . 2(M)7 7:47 PM 

To: Tourre, Fabrice 

Subject: Re: Index Tranche Prtdng audy - 08Feb07.xls 


I actually heard- from a customer they are blowing up on the rest side. 


Original Message 

From; Tourre, Fabrice 
To: Egoi, Jonathan 
Sent: Sun Feb 11 18:57:55 2007 

Subject: RE: Index Tranche Pricing Study - 08Feb07.xls 

I have color fromflHfmi^ I am actually very inqjressed with these guys, how diligently 
they have been operating, this business, little to no retained positions, no CDO''2 in the 
pipeline, they are definitely on the smart side. And they are still placing merz deals. 

Original Message 

From: Egol, Jonathan 

Sent: Sunday, February 11, 2007 6:56 PM 
To: Tourre, Fabrice 

Subject: Re: Index Tranche Pricing Study - 08Feb07.xls 

You know I love it all I'm saying is the cdo biz is dead we don’t have a lot of time left 


■ Redacted by the Permaoent 

Sabcomratttee on investigaHoiB 


Original Message 

From: Tourre, Fabrice 

To: Egol, Jonathan 

Sent: Sun Feb 11 18:55:10 2007 

Subject: RE: Index Tranche Pricing Study ♦ 08Feb07.xls 

Don't think the Paulson trade is dead. Supersenior pretty much done with ACA, AAAs could 
be placed in 2 shots, this is sufficient. Remend>er we make $$$ per tranche .placed. . . 

Original Message— — 

From: Egol, Jonathan 

Sent: Sunday, February 11, 2007 6:54 PM 
To: Tourre, Fabrice 

Subject; Ra: Index Tranche Pricing Study - 08Feb07.xls 

Sure. As long as you realize the paulson trade may also already be dead (although given it 
is baa2 it may still have a decent shot). 

- — — Original Message — --~ 

From: Tourre, Fabrice 

To: Egol, Jonathan 

Sent: Sun Feb 11 18:52:47 2007 

Subjects RE: Index Tranche Pricing Study - 08Feb07.xls 

I hear you. I agree on the single-As. Only concern is that we should push bespoke trades 
from every angle before showing transparent markets. I think we should show the single-A 
bespoke to IKB. 


Original Message 

From: Egol, Jonathan 

Sent: Sunday, February 11, 2007 6:51 PM 
To: Tourre, Fabrice 

Subject: Re: Index Tranche Pricing Study - 08Feb07.xl3 

I absolutely agree. That is why I suggested we start shifting focus to single-As. This 
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product is already dead. 

Original Message 

From: Tourre, Fabrics 

To: Egol, Jonathan 

Sent: Sun Feb 11 18:48:40 2007 

Subject: RE: Index Tranche Pricing Study - 08Feb07.xis 

By the way I am not sure why we are spending some much strat time on something that will 
have NO flow. No street firm committed on this, and with the underlying market trading at 
distressed levels I doubt that customers will want to participate... 

Original Message 

From: Egol, Jonathan 

Sent: Sunday, February 11, 2007 6:48 PM 

To; Williams, Geoffrey; ficc-mtgcorr-desk; Bimbaura, Josh; Kamilla, Rajiv 
Get Kao, Kevin J. ; Yu, Peng 

Subject: Re: Index Tranche Pricing Study - 08Feb07.xls 

If the index gets to 75 the 15-25 will look less sensitive as well. :-) 

Original Message 

From: Williams, Geoffrey 

To: ficc-mtgcorr-desk; Birnbaum, Josh; Kamilla, Rajiv 
Cc: Kao, Kevin J. ; Yu, Peng 
Sent: Sun Feb 11 15:49:57 2007 

Subject: FW: Index Tranche Pricing Study - 08Feb07.xls 

In an effort to better understand how speeds / stepdown / etc should affect the market, 
Kevin and Peng ran the Baa3 pricing I put together Wed night through the model with each 
of the following toggles: 

Speeds -- 80, 100 and 120 PPG 
Step-down — yes and no 

Survival Curve Safe Period — 0, X, 2 and 3 years 

Base correlations were calibrated for each iteration and a calculation of the "arb" versus 
the index was made. 

«Pricing Output from Sttat5.xls» 

Takeaways: 

-- According to the model, step-down and speeds (to a lesser extent} have a significant 
effect on the tranche/index basis. For example, in the baseline 100 PPC w/ stepdown case, 
the basis is worth 1.75% versus 2.50% in the 80 PPC w/ stepdown case or 6'.5% in the in the 
00 PPC w/out stepdown case. Keeping an eye on stepdown likelihood will be important when 
evaluating the tranche/index basis although my guess is that most will overlook this 
initially. 

-- When looking at base correlations, step-down and speeds have little to no effect on the 
lower attachment points but have significant impact on the 15%t attachments. Conversely, 
the Survival Curve Safe Period (which takes into account the lack of jump risk) has a 
significant impact on the lowest attachment points (5% base correlation is 10% for a 3y 
lockout versus 40% for no lockout) . 

Thoughts / comments welcome. 


From: Kao, Kevin J. 

Sent: Friday, February 09, 2007 5:46 PM 
To: Williams, Geoffrey 

Cc; Yu, Peng 

Subject: Index Tranche Pricing Study - 08Feb07.xls 


There was one bad run (80 PPC with stepdown and 0 lockout) . 

2 
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Here's the updated one (with two graphs). 
Please use this one instead. 

«Index Tranche Pricing Study - 08Feb07.xls» 
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From: 

Sent: 

To: 

Subject: 


Tourre, Fabrice 

Tuesday, February 20, 2007 12:10 PM 

Egol, Jonathan 

Re: 


LOL 


Sent from my BiackBerry Wireless Handheld 


Original Message — 

From: Egol, Jonathan 

To; Tourre, Fabrice 

Sent: Tue Feb 20 12:09:14 2007 

Subject! RE: 

who 


Original Message- 

From: Tourre, Fabrice 

Sent: Tuesday, February 20, 2007 12:09 PM 

To; Egol, Jonathan 

Subject': 


By the way, quote from an ABS correlation trader (non-GS); "the mezz. ABS CDO business is 
dead” . 


Sent from my BiackBerry Wireless Handheld 
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From: Tse. Irene 

Sent: Wednesday, March 28, 2007 8:03 AM 

To; ficc-ratessales; {ioc-gftow 

SubjTOt: Thoughts on Ft - DO NOT FORWARD PLEASE! 


The durable good number today, in my mind is 10 times more important than the Bernake's speecrfi at 10:30 pm. In my 
opinion, Big Ben has already given the ^eech on ATcrf WSJ yesterday, i just cani see iMiat he says today wmild be 
relevartt. A n^aOve core durable good, however, is not on an^xxJy's radar screen. The ex-trans, non-detense capital 
ex air, shipment data, bacWog of non-defense cajMtal were all extremely pathetic. Bie compositicm of the report is 
basically more inventcxies, and demand. This reHorce the Fed's w^ that business pending is going to zero as Ip 
referred to yesterday. The housing slowdown has &ie ri^ now not be offsetting by stronger caj^ta! sperKling. Both 
growth and the market are DEAD if that's the case. 
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From; 

Sobei, Jonathan 

Sent: 

Wednesday, June 27. 2007 4:19 PM 

To: 

Sparks, Daniel L; Gasvoda, K8>^n 

Subject: 

Fw; Citi feedback on debt mkis 

Fyi 



Original Message 

From: Young, William (MB 85B14) 

To; Sobel, Jonathan 

Sent: Wed Jun 27 15:59:46-2007 

Subject: Citi feedback on debt mkts 

FYI - my notes from Citi 


Just talked to Perlowitz who runs Mtg desk at Citi, He is very nervous - 

1. Subprime issue not identified correctly - not'd subprime problem, the street is 
suffering from an illiquid products problem. Once value moves on an illiquid product that 
carries high leverage, obviously yoii get significant downside. Very real issue is CDO/CLO 
bid. Some Citi people think CDO market ia dead - a potential result of contagion. 

2. On subprime, Citi sees significant additional downside - only issue that prevents a 
"catastrophe" is employment. Mkt is experiencing very high fraud rates, under estimated 
intact of mark to market for new loans (once person is unemployed, your are getting keys ■* 
no liquidity at decent price to liquidate collateral) 


3.' Concerned all financial institutions were underwriting everything based on extremely 
benign assumptions. Ail starting to come back now as banks pull in risk - 

1 told him it sounded like a good time to buy a subprime platform - he agreed .... 

Second, talked with tlBHHMS who runs all at Citi 

1. Deals in mkt right now - three center of piate/attention. 


Redacted by (he 
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From: Sparks, Daniel L 

Sent: Thursday. August 30, 20Q7 8:27 PM 

To; Eagle. Todd (IB 85B1 1); Abetg. Peter (FICC 85827); Madhavan. Manju (FICC 85B27): 

Buono, Mark 

Cc: Schanzer, Bruce (IB 85811); Koester, Reinhart (!B 85B23): Spiro, Eli {!B 85823) 

Subject: Re: RAIT 


We should not do anything that would get in the way of gs buying assets from them 


Original Message 

From: Eagle, Todd {IB 85B11) 

To: Aberg, Peter (FICC 85B27); Madhavan, Man^u (FICC 85B27) ; Sparks, Daniel L; Buono, Mark 
Cc: Schanzer, Bruce (IB B5B11); Koester, Reinhard {IB 85823); Spiro, Eli (IB 95B23) 

Sent: Thu Aug 30 19:42:17 2007 
Subject; Re: RAIT 

Their business model is clearly highly levered, and growth will be constrained given lack 
of current CDO market, but I think if we had the opportunity to advise them on a capital 
raise we would be extremely interested. They have mostly termed out their existing 
financing and have little in the way of short term liabilities (which they are looking to 
pay down with capital raise) . Investors/buyers might find value in assets without 
ascribing material value to platform/ future growth. We will look to get a business 
selection call set up to discuss further. 

Todd Eagle 

Goldman, Sachs & Co. 

212-902-8332 
Cell 

85 Broad Street, 11th FI. 

New York, NY 10004 

Original Message — 

From: Aberg, Peter 
To: Madhavan, Manju; Eagle, Todd; Sparks, Daniel L; Buono, Mark 
Sent: Thu Aug 30 17:46:28 2007 
Subject! RE: BAIT 

We need to keep open the option to purchase assets if they begin to liquidate positions. 

If you do not believe that to be possible within the context of whatever advisory type 
assignment you would propose then we need to have a broader business selection call. My 
iTt^resslon from a distance is that the business model pursued by these guys (ta)(lng junior 
parts of either a corporate or CRE capital structure and obtaining further leverage via 
the CDO market) is dead for the foreseeable future. Is there a large buyer universe for 
this business given the current market environment? 

Original Message— 

From: Madhavan, Manju 

Sent! Thursday, August 30, 2007 5:35 PM 

To: Aberg, Peter 

Subject: FW: RAIT 

FYI 

Original Message 

From: Eagle, Todd 

Sent: Thursday, August 30, 2007 5:31 PM 
To: Madhavan, Manju 
Cc: Schanzer, Bruce 
Subject: Re: RAIT 
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Manju- we'd like to call the co as soon as possible (ideally now; they were expecting to 
hear back from us re: our prinicipal interest today), and need to be clear when we call 
them to pitch business. We of course would keep you guys in mind, but we can’t be 
restricted when we call the co. Can you either clear this for us or find Peter to get his 
input/clear now? Thx. 

Todd Eagle 

Goldman, Sachs S Co. 

212-902-8332 
Cell 914-400-6916 

85 Broad Street, 11th FI. 

New York, NY 10004 

Original Message 

From; Madhavan, Manju 

To; Eagle, Todd; Brooks, Adam; Kava, Alan 
Cc; Schanzer, Bruce; Aberg, Peter 
Sent: Thu Aug 30 17:22:57 2007 
Subject: RE; RAIT 

I think that is correct for Mortgages. May be interested in bidding on teai and ere 
assets, so would be good to keep that option open if possible depending on ultimate 
transaction that materializes. Defer to Peter if he has other thoughts. 

Original Message 

From: Eagle, Todd 

Sent: Thursday, August 30, 2007 5:07 PM 
To: Brooks, Adam; Kava, Alan; Madhavan, Manju 
Cc: Schanzer, Bruce 
Subject: RAIT 

Hi.. Can WH and resi mortgages pis confirm for me that you are ok with GS proceeding in 
trying to position us for another business opportunity with BAIT any way we can (including 
possible advisor to BAIT and/or buyside advisor to another principal), as it is my 
understanding that you decided to pass on the opportunity today. Thx^ • 

Todd Eagle 

Goldman, Sachs & Co. 

212-902-8332 
Cell 914*%||[MHV 

85 Broad Street, 11th FI. 

New York, NY 10004 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Thanks very helpful 


Cohn, Gary {EO 85BK)) 

Friday, February 09. 2007 7:34 PM 

Spatl^s, Daniel L: Ruzika, Richard; Viniar, David; Montag, Tom; Smith, Sarah; McMahon, Bill 
\A^nReiried, Jon (EO 8SB30); Gasvoda, Kevin 

Re: Scratch & dent loan write down $30mm . 


■ • Rniscted by the Permsaent 
Ssbconaiittee on fovestigatioas 


Original Message 

From: Sparks, Daniel L 

To: Ruzika, Richard; Viniar, David; Montag, Tom; Smith, Sarah; McMahon, Bill 
Cc: Winkelried, Jon; Cohn, Gary; Gasvoda, Kevin 
Sent: Fri Feb 09 19:42:42 2007 • 

Subject: RE; Scratch & dent loan write down $30irao 


Additional PfiL info for today - total for mort department was down 

Large moves today in market - general moves below: 

ABX A 25 bp wider 
ABX BBB 70 bp wider 
ABX BBB- 100 bp wider 

Sc ratch S dent S30mm down (as described) 

trading $21rBm up - from market move 

CDO positions SSimn down - from market move CDO warehouse $7mm down - weekly update of mark 
to deal 

SPG trading has significant single name shorts vs the ABX longs, and the desk used 
generally a 50-60% correlation for today's move which they believe is conservative. The 
desk is also short single A CDOs. 


Original Message 

From: Ruzika, Richard 

Sent: Friday, February 09, 2007 4:20 PM 

To: Sparks, Daniel L; Viniar, David; Montag, Tom; Smith, Sarah; McMahon, Bill 
Cc: Winkelried, Jon (EO 85B30); Cohn, Gary (BO 95B30); Gasvoda, Kevin 
Subject: Re: Scratch £ dent loan write down SSOmm 

Ok, you've been communicating the write down was coming. Let's go through the residual 
risk and make sure we get to the correct number for the quarter. 


Sent from my BlackBerry Wireless Handheld 


— — Original Message 

From: Sparks, Daniel L 

To: Viniar, David; Montag, Tom; Ruzika, Richard; Smith, Sarah; McMahon, Bill 
Cc: Winkelried, Jon (EO 85B30); Cohn, Gary (EO 85B30) ; Gasvoda, Kevin 
Sent: Fri Feb 09 14:21:30 2007 
Subjects Scratch £ dent loan write down $30itra 


Just finished meeting with Bill. §30ram loss will go into the estimate tonight. There is 
$300mm of the SSOOmm book that controllers needs to do additional work on with the desk, 
but the view is that the amounts are close enough to put the estimate in tonight. 
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From; Gasvoda. Kevin 

Sent: Friday, June 08. 2007 11;^ AM 

To: Madhavan, Manju (FiCC85B27); Pouraghabagher, Cyrus; Deming, Peter (FICC 8SB27); 

Becker, Lee (FICC 85B27); Pondelik, Miles (FICC 85B27) 

Cc: Aberg, Peter (FICC 85B27); Sparks. Daniel L 

RE: Project Omega - Mortgages trf Resids (Preliminary) 


Good jcA) guys 


From: Madhavan, Manju (RCX 8SB27} 

Sent; Friday, June 08, 2007 11:57 AM 

To: Rxstigh^her, C^ffus; Deming, Pete- (RCC 85B27); Beeke, Lee (HCC 85827)? Prwdelflc, Miles (RCC 85827) 

Cc: Gasvoda, Kevin; Meg, Pete (RCx: 85B27) 

Subject: f=W: Project Omega - Mortgages MTN of Resids (Pretlmlnary) 

FYl 


From: Dagtoglou, Ion 

Sent: Friday, June 06, 2007 10:23 AM 

To: Ma^-^n, Mar\]u 

Subject: RE: FTojeet Omega • Mortgages MTM of Reads (Pr^lntinary) 

Manju. just wanted to thank you and your team few the call today. Roy, Stephan and I in ESSG found it very useful 
and appreciate die huge amount of vrork behirtd the analysis. The pieces are beginning to come together and the 
deal's just getting interesting. 

Ion 


From: Brennan, Jotm (IB P8C01) 

Sent: Friday, ^ 08, 2007 11:39 AM 

To: Matausi SzesTkowsW; Enrico Grasso; Pla, Carlos (MB fea)4); Campbel), mm (MB PeC04); Campbell, Roy; Da^lou, Ion; 

Blent, Matthias; maanew.sebagmor)teflore@ollvenvym3n.com; edward.rroemani8ifreshBdds.com; 
Wefan.aMper^l^m9.co.uk; elisa.woods®kpmg.co.uk; andrew.wafker@l^mg.co.uk 

henrY.t>rovyn^kfleldpartner8.com; mike.bjmer®oakfleldpartners.com; Rafter, John (18 PBCOl); Geoghegan, Basil (IB 
PBCOl); Frank, Karen (IS P9C01); Rasmusserv MaHWas (IB WO)!); Madhavan, Manju (FICC 8SB27); Better, Lee (FICC 
85827); Deming, Peter (RCC 85827); Pondelik, MUes (RCC 85B27) 

Subject: Project Omega- Mortgages MTM or Resids (PrdiminaiY) 


Please find attached the preliminary back-book valuation doc ument. Please note that this Is highly 
preliminary and that the team have a number of questions fort^i^lthat have not yet been answered. 

« File: 06 Summary of Securitization Valuation.pdf » 


Attached are the strats of the portfolio (These may be too detailed for most people on the call) 


« File: Master Strats.pdl » 
Thanks - John 
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From: Sparks, Daniel L 

Sent: Monday. January 08, 2007 7:55 AM 

To: Gasvoda. Kevin; Gill. Michelle: Aberg, Peter (FICC 85B27) 

Subject: Re; Color on the Sub Prime Market 


I’m flying back from the (bull-market) cniJS conference. People here are talking about it - 
it reminds me so much of 98 in crobs, only worse. I just can’t see how any originator is 
worth a premium. 

I'm also a bit scared of accredited and new century, and I’m not sure about taking on a 
bunch of new exposures, 

Is it right that we have an ait a deal with 30 percent delinq? 


Original Message 

From: Gasvoda, Kevin 
To; Sparks, Daniel L 
Sent: Mon Jan 08 07:50:09 200? 

Subject: RE: Color on the Svib Prime Market 

Intersting, thanks. I need to call Keith, he left me a very nice vmail before the 
holidays. I'll get more direct color from him but nothing below surprises me. 

Original Message 

From; Sparks, Daniel L 

Sent: Monday, January 08, 2007 7:28 AM 

To: Gasvoda, Kevin 

Subject: Fw; Color on the Sub Prime Market 


— Original Message — — 

From: Keith Johnson <KJohnson8clayton. com> 

To: Sparks, Daniel L 

Sent! Sun Jan 07 22:32:46 2007 

Subjects FW: Color on the Sub Prime Market 

attachments were to big 


From: Keith Johnson 

Sent: Sunday, January 07, 200? 10:25 PM 

To: dan . sparksSgs . com; Kevin Gasdova {kevin.gasdova@gs.com} 
Subject! Color on the Sub Prime Market 


Dan & Kevin 


I want to thank you for all the business in 2006 — but I want you to also be aware of 
what we are seeing at this side of the business. 


1. Put Backs - I think we are working on over $7 billion of put backs "at this very 
moment". A couple of reasons why this has accelerated: First, it is yearend and the 
auditors are asking lots of questions of mortgage companies and bond funds. Second, we 
have some weak players who are selling their operations (Option One, Ameriquest, etc.). 


We are seeing people holding and buying residuals (from weak shelfs) and then hiring us 
to find reasons to put back delinquent loans — this enhances their residuals and also 
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puts pressure to sell these institutions at lower price. 

2. Collection Issues - We are also being hired to review collection notes and histories 
{Servicing Reviews) looking for errors to create a "Put Back" - the benchmark is 
collection and foreclosure timelines that exceed the Fannie Mae standards - creating 
higher loss severities. Clayton does this on all securities it monitors via the Denver 
(old Murrayhiil operations) - you should ask your Florida group to make sure they are on 
top of this. 

Collection time-line is a common problem for sub prime shops that have grown fast and have 
not kept pace with servicing denmnds. The breach is that failure to liquidate in a timely 
manner creates excess servicing advances of principal & interest. These excess advances 
are great for the holders of the NIM bonds bad for residuals in later years — during the 
excess advance residual & "B” piece holders may be valuing their positions to high 
(because no losses are being realized) — when the final liquidation of problems occur 
HUGE loss severity happens and the residual "B" pieces take the hit. 

3. Warehouse bines - Assume you guys are all over any exposure — we have been all over 
the country collecting and inventorying collateral on OWNit, MLN and there are some 
concerns for Ameriquest, ResMae, etc. Several Wall Street firms are doing a tighter 
control over collateral. We are not seeing fraud, such as selling the loans twice. 

4. Look at the Attachements - 1 am attaching two documents that I think address some of 
these issues. The larger document has a detailed “Put Back" section that gives you are 
road map and sample reports we have found helpful in negotiations. 


Hope all is well — again thanks for the business. 


IMPORTANT NOTICE: 

This message is intended only for the use of the individual or entity to which it is 
addressed and may contain information that is privileged, confidential and exempt from 
disclosure under applicable law. If you have received this message in error, you are 
hereby notified that we do not consent to any reading, dissemination, distribution or 
copying of this message. If you have received this communication in error, please notify 
the sender immediately and destroy the transmitted information. 
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From: 

Sent: 

To: 

Cc: 

Object: 


Gething. Christopher 

Tuesday. February 27, 2007 9:13 AM 

Rubanowice, Ron; Trentler, Branckxi D.; Braun, Michaet; Gilkes, Leon; Winslow, Kurt: Chan, 
Lincoln 

Kenney, John; Ruiz. Sandra M; Jhrrajani. Jayesh; Conk. Brwidan; Gasvoda, Kevin; Gill, 
Mtehelie; Sparks. Daniel U; Lween, Kirsten; McHugh. John; Shell, Dave 
Our Expansion 


My (our) appreciation to you all for your wortc in connection with the expansion of the St. Petersburg 
office which was completed last week. The timing, execution and new technology are tremendous. I 
think the success was due to the extra hours that you put In. Thank you very much. 


Goldman. Sachs a Co. 

100 ^ Avwue SouUt t Suita 200 S 
1*^:727.825.3832 | Fax; 212.258.5107 
NYTd;212.902.1434 I Cell Phona; Slfil 
amaii: christci(^nr.geth^@gs.com 


Christopher M. Gething Goidiuan 

Fixed Income Oorrmcyand Commodities Sachs 
Strvctured Products (Mor^ages) ^txjp 


■ Rcdscted by tte PermncBt 
SabcMBmtttec «b iovc^il^flMS 


© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See h 

for important risk disclosure, conflicts of Interest and other temis and conditions relating fo this e-mail and your reliance on 
Information contained in It This message may contain confidential or privileged Information. If you are not the Intended recipient, 
please advise us immediacy and delete £ft/s message. See Mto://www.Qs.^m/dlsclalmer/emall/ far further Information on 
confidendallty and tfie risks of non-secure electronic communication. If you cannot access these links, please notify us by reply 
message and we will send the contents ta you. 
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From; Morris, Loren 

Sent: Wednesday, March 1 4. 2007 322 PM 

To: Gasvoda, Kevin; Murray, K^R; GetWng, Chri^t^her; Giil, Michelle 

Cc: Flamino, Marc; Dente, Michael 

Sub|ect; RE: NC Visit 

x-^s-classification: Internal-GS 


I like the idea of DQ patterns. I’d like to list ail deals erf a certain and use It as an inclusive list for fwioritization. 
Thanks 


Fram: Gasvoda, l^n 

Sent: V,^nesday, MarUt 14, ^7 4:17 PM 

To: Loren; Murray, Ktill; Gething, Chrlstt^iher; Gill, Michdie 

Get FiamirTO, Marc; Dente, Michael 

Subject: RE; NC Visit 


Redacted by the Permanent 

Subcommittee on Investigations 


Great Loren, thanks. Deiinq triggers may be one way to look at it but early deals are going to be so far from 
triggering i’d prefer, once we clear thru the emergency list, focsjsing on DO pattern the first 4 months of a deal. 


From: Morns, Loren 

Sent: Wednealay, March 14. 2007 12:S1 PM 

To; Morris, Loren; Gasvoda, Kevin; Murray, Keili; Getting, Christopher; Gil), Hicivelle 

Cc: Hardno, Marc; Oente, Michael 

Subject: RE: NC Visit 

Kelli informs us that the data is being loaded today for 06 FM 2 and then a sample can be pulled. Working with 
on NC2 should not be distracting. Assuming the confidentiality agreement was signed, they can work more 
closely vwlh Clayton. We’re off to other vendors at ^is point. Bohan in next week. 

Results of the Digital Risk review will be provided next Tuesday. Over 2,600 loans were reviewed, a significant 
amount of those are Long Beach and Fremont seconds. Seconds from FM1 are being re^ reviewed internally. 
Contrary to Cla yton's initial review, on average, about 50% of about 200 files look to be repurchase obtigations. 
iH||||||B§s looking at the Long Beach loans that Long Beach rejected repurchase. He is finding fraud that 
had not initially been alleged. We'll forward those a flow basis to WaMu contact. 

Looking to develop a comprehensive deal sheet, perhaps based on delinquency triggers to use for prioritization 
and status tracking. Envision this centralized in Repurchase Group. Lei me know if you liave any other creations 
or comments. Thanks 


From: Morris, Loren 

Sent; Wedrresday, Mardi 14, 2007 11:10 AM 

To; CasvoOa, Kevin; Murray, KeJil; GetWng, Christopher; GiH, Mlchdle 

Cc: RemifX), Marc; Dente, Michael 

Subject RE: NC Visit 

Kevin, i'll be able to update you shortly. Thank You for sending along this information. 


From: Gasvoda, Kevin 

S«it: Wednesday, Mar^ 14, 2007 10:13 AM 

To: r^^rray, Ktilt; GetMng, Ovlstqiher; &il, Michelle 

Cc: Ramino, Marc; Dente, ^6chael; Morris, Loren 

Subject RE: NC Vi^t 

Yes arxl thank you regarding 2nd liens. I thirrft priority s/b on Fremont and Long Beach vs. NC on 2nd 
lien deals. Fremont first since they still have cash but may not for long. Do we have any early returns 
on Fremont 2nd lien deal scrubs? 
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W/Vfll; on NC2 we need to not hail that entifely but should pull back resources there. We should also 
move 06FM2 up the priority list. 


From: Muiray. l^ii 

Sent: WednestJay, March 14, 2007 10:06 AM 

To: Gasvoda, Gething, GW. Michele 

Cc Ramlno, Marc 

Subject: R£: NC \Astt 

As you know, we have an exlerwive re*undefwrite review underway on 06 NC2, ard a!so other NC 
loans in the aids deals that are in the i»peline for scrubs. Should we change course at all here given 
the fa« NC cant pay? Keep In mirHJ, we’re spending - $250/loan for these scrubs. Please give us 
some guidance here. 

Thanks. 


© Cop^W 2007 The OoWman Sachs Qroop. Inc. AB figWs rroerved. 1— ^ 

s^esauftadina.htfrt for bnponant risk disclostffe. conflicts of interest and ottw terms ind cara£tions reiaiing to iNs e-mdi and your 
reiia/KBon informaiicn contaned in B. message contain confidential or prit^eged informaSan, If are not ttie intended 
recipienl, please advise us immediately and delele this message!. See htto;//w>w.QS.eaTt/dtsc!amefftmaiy for further tnfomMaion 
confidentiaTity and the risks of nort-secure electranic communication, (f you eanrwt access these fmks, please nc^ us by re(% 
message arto we vdtl send the contents to you. 


From: Gasvoda, Kevin 

sent; Tuesday, Manh 13, 2007 10:45 PM 

To: Larson, Erila U; Gedtirtg, Chri^xypher; Munay, Kdli; Gill, Michelle 

Cc: Knox, Oeana C..; Ramino, Marc 

Subject: RE; NC Visit 


Good report, thanks. I spoke to and he was very constructive 

and wants to be helpful. 


Assume they will not be able to buy badt any epd's so 
loans are getting the epd attention. 

Thanks 


we need to work w/ them to make sure our 


» Redacted by the PemBneDt 
Subcommittee on laveit^ations 


From: Larson, Erila L 

Sent: Tuesday, March 13, 2007 9:31 PM 

To: Gasvoda, Kevin; GettBrig, Christopher; Murray, Keill; Oil, Michelie 

Cc: Knox, Oeana C..; FtamUio, Marc 

Subject: R£;NC Visit 


On-SIte Visit 

« Very receptive & accommodating to my visitMHBIipV& collection mgmt), in an 
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• Aiso. goii^ to d^ls around special call campaign for our FPDs & EPDs 
• Investor Acctg/Rpting - 

• Appears issue with Uie vMres coming to GS are due to delays in moving loans 
into 07-NCl inv code - loans did not get moved from GS to 07-NC1 until 3/a'07 

• Meeting w/mgr tomcvrow afternoon to enajre all loans moved to aw>r<^riate 
investor code for rpting & remiltir^ to Master Servicing going forward. 

• Aiso need to determine want to handle the rpting for the Deci 5 gr^p of 
loans that transferred to^HI' normally NC ^ouid be responsible for 1st 
rpting since they were servicing as of 2/28. 


Redacted by the Permanent 

Subcommittee on investigations 


DAILY DELINQUENCY REPORT BY INVESTOR 

#133 - Goldman v^ole loarts (F^>^ & Mar5) & dlq securitized loans (Dec28 & Jan30) 
#437 - 07 NCI 


. 








HO, 
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let me kixiw if you have any questiCMtoor requests. 

Thanks. 

Erika Larson 
Goldman, Sachs & Co 
727-825-3844 


Important Notice 


C Copyright 2007 Tha Goldman Sachs Group, Inc. A8 rights reserved. 5 _ __ _ 

gaiasandtradinq.html for imparlant risk disclosure, conflicts cK Interest and other terms and conditions r^eriirtg to this » 
ma^ and your r^ance on intormtiion c o n taned n it. This message may contan confidential or privileged information. If 
you are not the irrterrdad recipient, please adwse us immediately and delate this message. See 
htlpyhwvr.os.com'disclaimer/efn^V lor further information cn confidentiality and the risks of nort-secure rtectronic 
communication. If you cannot access these links, please ndify us by re|Hy message and we y«H send ttte contstts to you. 


From: Gasvoda, Kevin 

Sent: Tuesday, March 13, 2007 6:34 PM 
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To; , tarsoft, &1ka L; GttWng, Chriftt^her; Murray, Kdli; i^ox, Deana C., 

Cc: Raffiiru, Marc; ^ 

Subject: RE; NC 

Terrific thanks. SirKse th^ are not going to pay CHjr epd’s we need to have fewer EPD's! 

Pis push them to make the ^seaal calls. 

ttinx 


From: Larson, Erika L 

Suit: Tuesday. March 13. 2007 &:30 PM 

To: Gethktg, Chnst^Ae-; Murray, Kdli; lOiox, Deana C.. 

Cc: Gasvocfa, Kevitt; R«nino, Marc; Oil, Mlch^e 

Subject RE: NC Visit 

Deana, 

} spoke wth the FPD.^PD Collection VP & he can njn a special campaign on (xir 
EPD loans. I know you're still working on a settlement frx the DEC28 trade txit it 
vtfcxjkl be beneficai to run these through. He's going to fxili the loans he shovi^ as 
EPD for GS but I would like to compare to our list. Can you send me the loan level 
for the Dec28 EPD's? 

i'm also having him include the loans from the Jan30 trade that tentative qualify 
today - they have through Thursday (45 days) to pay. 

All. 

i'll send an update on crther items regarding my visit later tonight. 

Thanks. 

Erika Larson 
Goldman, Sachs & Co 
727-825-3844 


jfjjpofiant Notice ■ 


O Cr^ynght 2007 The Goldman Sachs Group, Inc. All rights reserved. See 

q.hrtml tor important risk dlseiosure. eotrfliets of intereal and 


other terms and cofK^ions relating to this »^ail and your rrtance on intormalian contained in il< This message 
-may contain confidential or prMleged information. If ^ are not the intended recipient, please ttlvise us 

contidentiaifty and the risks of rton-secure el e ct ro n ic communicaltor). If you cannot access these rmks, please 
ndily us by reply message artd we wD serxf the contents to you. 


Prom: Geching, Chri^pher 

Sent Saturday. Man^ 10, 2007 8:45 AM 

To: Murray, Kellt; Knox, Deana C.. 

Cc: L»son, Erika L.; Gasvoda, Kevirt; Ramirto, Marc; Gill, Michelle 

Subject; RE; NC Visit 

Thanks Kelli, keep these guys on all email in this regard 


From; Murray, Kelli 

Sent: Friday. March 09. 2007 9:41 PM 

To: Knox, Deana C.. 

Cc: Gettitng, Oiristopher; Larson, Erika L. 

Subject: NC Visit 

Deana, 

We’re scheduled for Erika to be on site at NC Tues-Thurs of next week. 
Don't know if y<«j have any EPD needs she can hetp you vnth wtiite on site, 
but to the extent you need anything, we should get together first thing Mon 
morning. 
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From: Sparks. Daniel L 

Sent: Saturday, March 1 0. 2007 9:51 AM 

To: Gill, Mfehelle; Gasvoda, Kevin; Flaniro, Marc; Oente, Michael 

Subject: RE: priorities 


What happened on ic»n bids today 


i^m: 3!l, MIcheile 

Sent: Wd^, March 09, »)07 3:01 W 

To: Gasvoda, Kevin; Ramino, Marc; Dents, MiUtael 

Cc: Sparis, Danl^ L- 

Subject: RE; priorities 

My updates below 


From: Gasvoda, Kevin 

Sent: Friday, Mart^ ^7 8:52 

To: Gill, Mlchdle; Ramino, Marc; Oertte, Michaet 

Cc: Sparks, Danid I 

Subject: l^oritie 

Just witing tMiat we disojssed, let me know what I’m missing; 


NOVASTAR (Flamino point) 

• Get Stieps on phone w/ their attrny to finalize settlement letter 

• Get the $ today 

• Make progress on 2nd claim settlement 

FREMONT (Gasvoda pCHnt) 

• Pus h on $40mm EPD resolution 

• Getflll^BHIBHBBilletter to trustee, cc’ing Fremont on repurch t^lig done today 

• Dente to work on servicing amendment and bacfoip plans 

• Gasvoda checking to see if resids are for sale 

NEW CENTURY (Gasvoda point) 

« Close out TPO line 

• Determine if we have posession (rf alt collateral 

• Determine how we make sure sales ccmtirKje to happen and we trs^) cash 
« Compliarice/legal on desk for 3pm pricing 

• TRS resid valuations TODAY (may be near zero) 

• Longer term - b/s valuation for DIP possibility 

• Give EPD claims filed to Sang for documentatiOT purposes 

ACCREDITED (Gill point) 

• Bid whole loans today, discuss holdback w/ company - DONE 

• Gill to have reality securtization call w/ Accredited - DONE 

• Gill to negotiate confi w/ Accredited • have THE CONH, we HAVE NOT CLEAJRED CONFUCTS. DAN WILL 
CALL YOU 

• Get updated Accredited b/s (loan and resid details) to begin valuation work - DON’T THINK WE CAN GET 
PRIOR TO SIGNING CONFI 

• Begin discussions and set plan w/ Cerberus (Dan to confirm) 


— — - Redacted by the Permmnt 

Sobeommitteeoa Investigstions 


Permanent Subcommittee en Investigations 1 
Wall Street A. The Financial Crisis I 
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From: Chavez, Ed 

Sent: Friday. June 29. 2007 10:00 AM 

To: Harris, Steve; Wicker, Devin; Nestor, Genevieve; Gill, Michelle; Gething, Christqsher; 

Pc^ani, Anu N; Peterson. Unda; Ozmertt, Jos^h; Hood, Kris; Annuruiata, Michael L.; 
Shuey, William 

Cc: Gallagher, Brian; Winslow, Thomas; Rivera, Jonathan X: Pascual, Alphonse 

Sub|ect: Counhywide Investigation Review Update 

Attachments: CW Investigation Review 6*27.xjs; Chavez. Ed.vcf 


We have completed reviews on 43 of the 68 loans that scored between 600 to 699 in Basepoint. We have confirmed 
fraud on 23 (53.49%) of those reviews representing a total dollar amount of $16,445,388.40. 

The Investigations team received a total of 1 50 loans to review from this trade and we have completed 125 of these 
reviews. We have identified fraud in 72 (48%) of the completed reviews which represents a total fraud exposure of $ 
46,977.184.50. 

On the attached spread^eet, lines 86-153 represent the 68 loar^ currently being reviewed. 

Below are some details regarding the primary misrep/fraud reason. 


Bail-out 

7 

Employment 

16 

Flip 

1 

HUD1 

1 

Income 

4 

Non-Arms Length 

1 

Oco^iancy 

1 

Other 

1 

Straw 

3 

Undisclosed R/E 

20 

VOD 

17 


Please advise if you have any questions. 
Ed 



CW Imnstigation 
Review 6-27.X.,. 


Goldman, Sadis & Co. 

100 Sccwid Avenue South, Suite 200S I Si. Petersburg, FL 337 01 
Tei: 727.820.8519 ! Fax: 917.977.3022 1 Cell: 

E-mail: ed.diavez@gs.ccHii 


CoJdmari 

Sachs 


Edward B. Chavez 

Fixed foccxTie, Currency & Crxnmodides 


- Redacted by the Permanen 
Sobcomreinec on investis < 
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OCopyrighl 2007 Tk€ Goldman Sachs Group. Inc. AM rithis rts^ved. Str for Imoartani riik diiclonin. 

conflicts ^i/uerett and eHherierms and coruiiticms relatiagio this e-maU and your retiemceotii/tformaiion conuUaedUiii. THU in«fse;e ma>' coaiotn con^demialor 
privUeged information. If you are not tht intended recipient, please advise tabninediatefy and delete dtis message. See /itto;/f<uww.es mm/ditrlaimerlemail/ for further 
mformatian on confidentiality and the risks of non-secure elKCronk communieattoii. '^you cannot access these links, please notify us by reply message and w will 
sendtheconlenisiayou. 



Chavez, Ed.wrf 
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From: 

Sent: 

To: 

Subject: 


Sparks, Daniel L 

Monday, March 12, 2007 8:04 AM 
Forst, Edward (FIN 85B030) 

RE: Subprime opportunities 


When we buy loans from them, they have obligations to repurchase loans for 2 main reasons: 

(1) EPD - early payment defaults. If the loans don't make the first payment when we own 
them, they repurchase at par. 

This takes a while to negotiate and process. 

(2) breach of reps £ warranties - biggest one will be fraud (originator, broker, 
borrower). This will take a while to work through also. 

These claims relate to loans on our books and in s«curiti 2 ations - most where we hold some 
amount of residual risk. 

Settlement occurs either by the originator repurchasing the loans or by the GS giving them 
a new price for those loans - dovm 25ish points for exarr^ile. 

The street is aggressively putting things back, like a run on the bank before there is no 
money left to fulfill the obligations. 

We have a S30mm reserve against the new century stuff, total loss exposure should be §25mm 
to $50mm. 


Original Message 

From: Forst, Edward (FIN 85B030) 

Sent; Monday, March 12, 2007 3:46AM 

To: Sparks, Daniel L 

Subject: Re; Subprirae opportunities 

Can you tell me just a bit more about "unfilled claims" at New Century? 

Thx, 

Ed 

Original Message — - — 

From: Sparks, Daniel L 

To: Sparks, Daniel D; Ruzika, Richard; Montag, Tom; Viniar, David; Cohn, Gary; Winkelried, 
Jon; Sherwood, Michael S; Forst, Edward; Broderick, Craig; Bermanzohn, Fran 
Sent: Sun Mar 11 23:10:21 2007 
Subject: RE: Subprime opportunities 


We worked all weekend on investment oppoittunities relating to accredited-, new century and 
fremont. We are looking at accredtied and new century with cerberus, and fremont with 
jerry ford (and maybe cerberus). Ail ate long-shots. Expect new century to file in next 
few days, opportunity will be post bk. If we can, we may propose taking some resids to 
offset epd claims for new century. New century is the one where we are going to get hurt 
with respect to large unfulfilled claims. 

Accredited could be interesting, but they may already have another proposal where they get 
$400inm this week in pref equity. They have to move quickly to avoid accounting 
issues./going concern issue Friday. Fremont is taking initial bids monday, so we will see 
what happens after they get feedback. We have not done much there yet. 


From: Sparks, Daniel I, 

Sent; Friday, March 09, 2007 10:51 PM 
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To: Ru2ika, Richard; Montag, Tom; Viniar, David; Cohn, Gary (EO 85B30); 

Winkelrifed, Jon (BO 85B30); Sherwood, Michael S; Forst, Eidward (FIN 85B030) 
Subject: Subprime opportunities 


This weekend we are focused on the following: 

(1) Accredited - will look at investment opportunity with Cerberus. GS team includes 
PIA, IBD and Mortgages. Sounds like another group -is considering Injecting S400ram of 
convertible prefferred capital into Accredited as early as mid-next week. Accredited needs 
capital by end of week or it will trip covenants. 

{2} Fremont - Gerry Ford looking, we will try to tag along and are trying to get 
Cerberus included. Indicative bids for the cos^any are due Monday. IBD and Mortgages. 

(3) New Century - they are in worst shape, Cerberus is looking at something and may 
include us, but we don't think there is much there. GS is considering making proposals on 
buying/financing resids that could give them some cash and allow us to offfset EPD 
(unsecured) claims they owe us . 

Things are very preliminary, and if/when we get anything close to real we will reach 
out to you. 

We also continue to look at asset purchase opportunities - alone, with C-BASS, or 
maybe with others . . 
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From: Gething, Christopher 

Sent: Sunday, April 15. 2007 11:21 AM 

To: Winslow. Thomas; Gallagher, Brian; Moi^s. Loren; Casady, John 

Cc: Gill, Michelle; Gasvoda, Kevin; Flam^, Marc; Hen^hil!, Lee; Katz, Brian; Bricker, Craig T 

Subject: FW; March 2007 Counteiparty Surveillance 

Attachments: Gotdman_March 2007 Counte^arty SurveNlance.XLS 

John, pis have the above included hi the monthly sends and to Tom and Brian, this Is the monthly review of our 
counterparties that we need to factor Into your efforts. To Credit, shnilarly we use this to monitor issues that pop 
up 


From; Tallman, David [ma}to:DTAitman@tpw.com} 

Sent; Friday, April 13, 2007 6:32 PM 

To; Tallman, David; john.casskly@go{dman,a)m; christopher.gethlng@goldman.com; Mar^cu, Howard; Pohani, 
Anu N; ps^h.durso@ny.email.gs.c(xn; Marks, Aaron D.; Murrey, Kelli; Giii, Michdle; Vargas, Jesskia J. 

Cc: Omstein, Stephen F.; Yoon, Matthew S.; Hc^han, John P. 

Subject: March 2007 Counterparty Surveillance 


Please fin d attached the March counterparty surveiRance report {and boy, is it a doozy). Please call us at | 
if you have any questions. 


Thanks, 

David 


David A. Tallman 


■ Redacted by the Pennanent 
Subcommittee on Investigations 


Thacher Proffitt & Wood LLP 

1700 Pennsylvania Avenue, Suite 800 

Washington, DC 20006 

Ph; {202) 626*5640 

Fax; (202) 626*1930 

dtaltman(@tpw.com 


IRS Circular 230 Disclosure: To ensure compliance with requirements imposed by the IR. 
NOTICE: This e-mail and any attachment contain confidential information that may be 1 
This notice is automatically appended to each e-mail. It is the recipient’s responsib 


PerniiBent Sabcommittee on Investigation; 
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From: 

Sparks, Daniel L 

Sent: 

Wednesday, March 21. 2{K}7 1:SS PM 

To: 

Montag, Tom 

Subject: 

RE: FYI.... 

We did a good job 

cutting this down - our current niunber is 

is to new century 

(we closed them out and took the loans) . 


about $300iran. 


none of which 


Separately, our credit exposures are to new century, fremont and others and related to epd 
and other put back claims. About 2/3 of these loans are in deals where we own 50-100% of 
the resids - so the risk is not dollar for dollar. Gasvoda thinks our reserves are 
adequate. 


Original Message 

From: Montag, Tom 

Sent: Wednesday, March 21, 2007 12:10 PM 
To: Sparks, Daniel L 
Subject: Fw; FYI . . . . 

What r our equiv numbers 

.Original Message 

From; Viniar, David. 

To: Cohn, Gary (EO 05B3O) ; Sparks, Daniel L; Ruzika, Richard; Montag, Tom 
Sent: Wed Mar 21 12:06:34 2007 
Subject: FW: FYI 

I like our position better 


From: Andrews, John G 

Sent! Wednesday, Match 21, 2007 12:01 PM 

To: Broderick, Craig 

Cc: Viniar, David; Kennedy, Heather 

Subject! FYI..,. 

MS said on their call that they have $5.2 billion funding commitments to sub prime, 
of which $2.3 billion has been funded. Also said they had $2.5 billion funded to New 
Century 


Permaneot Siibcommittet on InvestieatiOM 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Giii, Michelle 

Friday. August 10. 2007 7:06 PM 

Mcw^ag, Tom; Mullen, Donald 

Viniar, David; Sparks, Daniel L; Gasvoda, Kevin 

Fremont - Incremental Information 


Tom / Don, 


As per your voicemails, please find below the information requested 

(1) Amount exposure to Fremont via unsold ^lotments 

(2) Need for sticker 

(3) Fremont's repurdiase claim relative to amount purchased / other sellers 

Tlie below r^reseh^ unsold allotments where Fremont collateral is a substantial portion of the transaction; 

In total across investment grade and non-investment grade, we have approximately S102mm of erqoosure of unsold allotments {most 
of whidi is In NiM / residual form) 


Unsold Miotments 
Bonds 


f^ce (as of 8/10/07) % Fremont 


Eiqiosufe 


GSAMP 2007-FM2 (B1) 

14,524,000 

15.00 

100% 

GSAMP 2007-FM2 {B2} 

14,023,000 

8.00 

100% 

FHLT2008-E (MS) 

16, 60S, 000 

17.00 

100% 

GSAMP a006-S3 (M7) 

3,685.000 

0.00 

54.0% 

GSAMP 2006-S5 (M6) 

7,278,000 

0.00 

58,0% 

GSAMP 2006-S5 (Bl) 

6,451,000 

0.00 

58.0% 

GSAMP 2006-S5 (82) 

5,624,000 

0.00 

58.0% 

GSAMP 2006-S6 {M7) * 

5,844.000 

0.00 

0.5% 

GSAMP 2006-S4 (B2) ** 

8,809,000 

0.00 

2.0% 

FHLT 2006-B (SLM8) 

2,034,000 

0.00 

100.0% 

FHLT2006-B (SLM9) 

2,282,000 

0,00 

, 100.0% 

Total 

* Peroentage Fremont Is less than 10% 

'* Percentage Fremor)t Is less than 10% however Fremont is a named or^mtor h this deal 

NIMS and RESIDS 

DEAL MS NAME %ownad MV (as of 8/1 0/07) 

QSAA 2004-3 and GSAA 2004-5 QSAA 04NIM2 CERT 100% 

2,850,000 

GSAMP 2003-FM1 

GSAMP 03FM1 X 

51% 

0 

GSAMP 2004-PMl 

GSAMP 04FM1 NRES 

19% 

0 

GSAMP 2004-FM2 

GSAMP 04FM2 NRES2 

70% 

0 

GSAMP 2005'HE1 

GSAMP 05Hei N fl 

70% 

2,625,760 

GSAMP 2005-HE3 

GSAMP 05HE3 NRES 

70% 

6,000,000 

GSAMP 2005-HE4 

GSAMP 05HE4N1 

21% 

3,628,497 

GSAMP 2005-HE4 

QSWi^P 05HE4 N2 

100% 

6,500,098 

GSAMP 2005-HE4 

GSAMP 06HE4 NRES 

70% 

1,500,000 

GSAMP 2005-HE6 

GSAMP 05HE6 NRES 

70% 

0 

GSAMP 2006-FM1 

GSAMP 06FM1 N1 

3S% 

293,108 

GSAMP 2008-FM2 

GSAMP 06FM2N N1 

9% 

634,300 

GSAMP 2006'FM2 

GSAMP 06FM2N N2 

100% 

1,432,200 

GSAMP 2006-FM3 

GSAMP 06FM3N N2 

97% 

532,700 

GSAMP 2006-S3 

GSAMP 06S3 P 

100% 

924,542 

GSAMP 2006-S3 

GSAMP 06S3 P 

100% 

924.542 

GSAMP 2006-S4 

GSAMP 06S4X 

100% 

4,667,216 

GSAMP 20Q6-S4 

GSAMP 08S4 P 

100% 

838,440 
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QSAMP 2006-S5 

GSAMP 06S5 P 

100% 

425,976 

GSAMP 2006-SD1 

QSAMP O6S01 X 

100% 

1,000,000 

GSAMP 2006-SD3 

GSAMP 06SD3 X 

100% 

1,000,000 

QSAMP 2007-FM1 

GSAMP 07FM1NN2 

100% 

2,425,500 

QSAMP 2007-FM1 

GSAMP 07FM1N N3 

100% 

875,560 

GSAMP 2007-FM2 

QSAMP 07FM2 N1 

100% 

14,811,159 

GSRPM 2006-2 

GSRPM 062 X 

100% 

1,6C«,293 

Total 



95,826,451 


Tom, in answer to your question, the repurchase claims artd dtsdo^tre about our potential are separate Issues 

The question is whether an Investor in bonds backed by Fremont coilater^ would view Qotdman's potential invesbnent in 
Fremont as material . 

We have the disclosure drafted and are walking it around to the investment team and will confirm with Fremont / Jerry Fold's 
team that they are comfort^le with vert^age 

The external parties are comfort^ie in conc^, but need to see the verbiage, pending your sign off conc^tuatiy on 
disclosing our pot^tial investment 

I have included the disclc^ure below: 

In connection with the proposed miriority Investment by the investor Group, an affiliate of the s^sonsor artd Fremont Genera! 
have reached an agreement in principle pur^ant to which such affiliate of the sponsor will acquire a minority equity . 
interest in Fremont General representing approximately 9.1% of the common stock of Frwhont General Corporation upon 
conversion of certain convertible preferred shares and exercise of warrants to be purchased in the transaction. The 
consummation of the stock purchase is subject to bank regulatory aj^rovals as well as customary closing conditions. 


In terms of r^ur<^ase claims on Fremont collateral relative to our purchases, please find summarized below; 

We have bem told by Jury's team that our ctaims represent 3 ' 4 times the next nearest counterparty (and we were not the 
largest purchaser) 

Frwnont represents the largest counterparty to whom we have dsums 

t have included Long Beach as a comparison as they are the next largest counterparty (and we have also bought second 
liens from ^em; a large portion of our repurchase 

claims have been from second lien collateral) 

We are in process of the scheduling a meeting wiUt Fremont to discuss the repurchase claims, we have discussed the W8d< 
of August 20th. hope to have confirmed by 

end of day today (Friday) or early next week 


Bucket 

riTi II 1 mil ii'r 1 

90-f Balance (6/30A)7) 


Initial Scrub 

Completed S 


■KQQSfEESa 

S 209,144 


$ 209,144 




$ 21,697,495 

' 

$ 1,883,000 

—f i 



5 20,593,900 


$ 384,000 


GSAMP 05HE4 Rl 


$ 66,318,897 





111 III Mil III 1 

$ 20,988.277 


$ 17,624,327 

$ 4,. 


$216,400.00 

$ 218,400 


$ 218,400 


g.-isgBEmnaw— 

$695,892,074.60 

S 280,312,175 


$ 192.204.928 

$ 192.< 


$966,606,111.10 

$ 135,959,787 


$ 29,472,196 

$ 29,- 


$718,560,453.10 

$ 82,199,446 






$ 20,627,303 




GSAMP 06S3 R 

$267,743,130.95 

$ 70,248,154 


$ 64,403,134 

$ 33,1 

GSAMP 06S4 R 

$14,952,241.00 

$ 4,770,767 ' 


$ 4.0327112 

~s : 

GSAMP 06S5 R 

$195,234,799.15 

$ 54,356.467 


$ 48,046,817 

$ 14.. 

QSiMvIP 06S6 R 

$1,662,590.00 

$ 1.154.680 


$ 1,066,890 

$ 


$5,970,312.17 

$ 1,615,359 


$ 1,615,359 

$ . 

GSAMP 06SD2 R 


$ 4,669,068 


$ 3,604,528 

i ! 



$ 14,036,369 


$ 10,181,104 

$ 


$2,077,500.00 

$ 1,212,100 


$ 996,350 


GSAMP 07FM1 R 

$686,635,538.60 

$ 55,793,129 


^^hhhhhhh 



$987,588,764.00 

$ 57,435,552 




rriT'TTTirii'— 

$2,236,000.00 

$ 1,655,500 





■■■KSUifiattieaSiSl 

$ 4.331,385 


$ 1,959,185 

$ i 

GSRPM 061 R 

■■iiiini' III 

$ 527,160 
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GSRPM 052 R 

$8,426,230.00 

$ 4.907,702 




GSRPM071 R 

$17,439,303.00 

$ 13.052,685 

■■ 



Whole Loan 

$1,347,423,432.88 

$ 127,364.744 


$ 1,811,345 

$ 1.: 

Grand Total 

$7,794,861, 174.<» 

$1,046,257,664.07 


$379,712,819.00 

$278,631 

13.42% 




•GSAMP 2006-FM1 has a compliant issue with curr^it iMns « total balance of $1 1 3 mm 


LONG BEACH ! WASHINGTON MUUIAL 


Deal 

Orig Balance 

TotBaUSS/OT) 

Initial Scrub 

Completed Scrub 


$ 

668,650 

$ 

668,650 




$ 

438,796.666 

$ 

17,427,761 



GSAMP 05SEA1 R1 

i 

99,800 

$ 

52,200 

$ 

52,200 



s 

518.392.557 

$ 

80,949,869 

$ 

■KHg|;1K.g 

$ 

11,6 

GSAMP 06S3 R 

$ 

175.760,380 

$ 

49,238,672 

$ 

44,615,104 

$ 

25,4 

) III! 1 

$ 

2,207,191 

$ 

1,218,611 

$ 

973,800 

i 

8 

GSAMP 06SD2 R 

$ 

180,938,903 

s 

95,705,802 

$ 

86,269,514 

$ 

5.8 


$ 

6,504,535 

$ 

3,883.173 

$ 

3,573,173 

$ 

1,6 

GSAMP 06SEA1 R 

$ 

37,332.617 

$ 

14,674,900 

$ 

12,466,885 


2 


$ 

1,329,443 

$ 

72,980 






$ 

30,000 



GSRPM 062 R 

$ 

3,401,919 

$ 

2,161,896 

$ 

2,156,696 

$ 1 

GSRPM 071 R 

$ 

5,485,349 

$ 

1,896,261 



LBMLT 06WL1 R 

$ 


$ 

242,582,450 



whole loan 

$ 

337,661.479 

$ 

77,186,960 



Grand Total 

$ 

3,617.218,156 

$ 

587,770,204 

$ 

186,589,077 

$ 

45,8 




32.09% 



Let me know if you would tike any additional information 
Thanks mg 


Goldman, Sachs & Co. 

85 Broad Street, New York, NY 10004 
Tel: 212-357-8721 Fax; 212-493-00S8 
Email: mich6lle.gllf@gs.com 


Goldman 

Sachs 


Michelle Gill 
Managing Director 

Fixed Income, Currency & Commodities 
Structured Products Group 


litis material has been prepared specifically for you by the Residential Mortgages Finance Group of the Goldman Sachs Fixed 
Income, Currency and Commodities O^artment and is not a product of the research departments of Goldman Sachs. Ail materials, 
including iw^sed terms and conditions, are indicative and for discussion purposes only. Finalized terms and conditions are auii^ect 
to Nirther dis^jssion and negotiation. Opinions ei^ressed are our present opinions only. Certain transactions give rise to substantial 
risk arid are not suitable for all investors. Goldman Sachs does not provide accounting, tax or l^al advice; however, you should be 
aware that any proposed indicative transaction could have accounting, lax, legal or other implications that should be discussed with 
your advisors and or counsel. We mutually agree that, subject to applicable law, you may disclose any and at! aspects of any 
potential transaction or structure described herein that are necessary to support any U.S. federal income tax ben^its, without 
Qr^dman Sa<^s imposing any limitation of any kind. We are und^ no obligation to extend, renew or otherwise restructure any 
proposed transaction. Alt inform^ion provided was supplied in good faith based on information which we believe, but do not 
guarantee, to be accurate or comf^ete; however, we are not responsible for ^rors or omissions that may occur. Further information. ■ 
regarding this m^erial may be obtain^ upon request. 

This message may contain information that is confidential or privileged. If you are not the intended redpient, please advise the sender 
immediately and delete this message. See http7/www.qs.com/disclatma-/emall (or further information on confidentiality and the risks 
inherent in electronic communication. 
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Froin; 

Sent: 

To: 

Cc: 

Subject: 


Beii. Janet 

Monday, June 25, 2007 3:47 PM 

Knox, Deana C..; Pohani, Anu N; Morris, Loren 

Berger, Ann; Gasvoda, Kevin; Qiil, Michelle; SpaH^, Daniel L 

RE: Option One 


Great J<& 


From: l^ox, Deana C. 

Sen^ Monday, Jime IS, 20Q7 2:S1 

To: Sdl, Danet; Pohani, /tfiu N; Morris, Loren 

Cc: Ber^, /Vin 

Subject; Option ^ie 

C^tkHi One has agreed to settie the entire claim, paying $2.5M (repurchase and monitor) and $3M will te rescinded. 
Putting ail the pieces together now, expect funding early next week. 

Let me know if y<xj have questions. 


Qoi<frnan Sachs & Ca 

100 2nd Avenue Soum | SuHe XON \ 

SL Petersburg, FL33TO1 

Ph: 727-825-38091 Fax; 727-825-3821 

email; elear>aieK>x®g3.oam 

Deana C. lOiox > Gnlclmail 

nxed income Currency and Commodrbee Slidhs 


Note: Tfile message rtuy contain Information that is eonfldentlai or privileged, it you art not the Intended fecIplMTt, please advise Qie 
s«tder immedlal^ and delete this mcssasa. See hHou'/www.aa.eBm/dleclalmef/amait for further Information on oonf IdemtaiHy and the 
risks Inherent hi electronic communication. 
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From: 

Sent: 

To: 

Subject 


Morris, Loren 

Thursday. June 07, 2007 12:29 PM 

Gething, Christopher 

FW: WFALT 05-2 Repurc^tase demand 


FYI 

Original Message 

Prom; Moliski, William 

Sent: Thursday, June 07, 2007 12:26 PM 

To: Gill, Michelle? Morris, Loren 

Cc: Nestor, Genevieve; Parkinson, David; Liepold, Christina; Hernandez, Sarah; Herrera, 
Lina M. ' 

Subject: RE: WFALT 05-2 Repurchase demand 

I had a conversation with Brad Davis at Weils last night concerning this issue. In the 
past, we have bought loans from a counterparty and then subsequently securitized them off 
the issuers shelf. To do this, we had them deposited into the trust by the shelf's 
depositor {in this case, Wells Fargo Mortgage) . When that happens, the trade is 

considered a whole loan purchase by us, we have an MLPA, do 25% due diligence, close the 
trade and then effect the transfer back to the depositor by way of a transfer agreement, 
similar to the ones used for GSMC - GSMSC, In this case, we get a full set of reps and 
warranties as part of the whole loan trade and then the depositor makes reps and 
warranties to the trust. We would be able to demand repurchase in the event of a breach 
under the MLPA 

However, normally, when we do 'underwritings’, we generally just buy the AAAs, never 
accept ownership of the loans, do minimal due diligence, and get no MLPA reps/warrants . 

The depositor once again makes the reps and warranties, but we don't have any ability to 
demand breach. 

With respect to this trade, we did 25% due diligence, stipped the MLPA as the governing 
document, but have no documentation of a MLPA signature page or any transfer agreements. 
Also, we bought the entire capital structure, including the resid {and took 100% 
structuring risk) . 

From Brad's view, the MLPA stip was a mistake on their part, but because there Is no MLPA 
signature page, it is a moot point. Also, the lack of transfer agreements mean we never 
took possession of the loans. Therefore, this was an underwriting, there is no MLPA {or 
associated reps and warranties), the only reps that are germane are the ones made to the 
trust by the depositor 

— Original Message 

From: Gill, Michelle 

Sent! Thursday, June 07, 2007 11:16 AM 
To: Morris, Loren 

Cc! Nestor, Genevieve; Moliski, William; Parkinson, David; Liepold, Christina; Hernandez, 
Sarah; Herrera, Lina M. 

Subject: RE; WFALT 05-2 Repurchase demand 
Couple of questions 

(1) When we buy loans, don't we typically assign the reps into the trust? 

(2) If the answer to the above is no, I'd like to understand why 

{3) Definitionaliy, then shouldn't the whole loan document and the securitization document 
be one and the same 

Thanks mg 

Original Message 

From: Morris, Loren 


Confidential Treatment Requested by Goldm 


WaU Street The Financial Crisis 
Report Footnote #2054 


GS MBS-E-002131857 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01681 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



1678 


Footnote Exhibits - Page 3936 


Sent: Thursday, June 07, 2007 12:14 PM 
To: Gill, Michelle 

Subject: FW; WFALT 05-2 Repurchase demand 

Michelle, I could use your help on this issue. Attached is the email chain that indicates 
the discussion surrounding which was the controlling document. It was determined to be the 
whole agreement and we ran with it. 

At this point, now that we have Wells asserting that it is not, but is the PSA, which 
affords us no useable reps and warranties, we seem to be waffling on our opinion. I don't 
know if legal was involved, but, perhaps they should be now to settle this once and for 
all. Thanks 

Original Message 

From: Parkinson, David 

Sent: Thursday, June 07, 2007 11:58 AM 

To: Morris, Loren 

Subject: FW: WFALT 05-2 credit watch discussion 


David Parkinson 
Goldman, Sachs & Co. 

100 2nd Ave. South, Suite 200S 

St. Petersburg, FL 33701 

Phone: (727) 825-3807 

Fax: (212) 428-3600 

Email : David. Parkinson8GS . com 

© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See 
http;//www. gs.com/disclaimer/email-salesandttading.html for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.com/disclaimer/email/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will .send the 
contents to you. 


-——Original Message— — 

From: Moliski, William 

Sent: Monday, May 07. 2007 2:36 PM 

To: Jocdanov, Nasko; Parkinson, David; Nestor, Genevieve; Liepold, Christina; Gething, 
Christopher; Carter, Lauren; Murray, Kelli; Maglio, Robert 
Cc: Deliiska, Asseneta N. 

Subject: RE: WFALT 05-2 credit watch discussion 

As Genevieve mentioned, these are the flow Wells agreements in place in October 2005 

-Original Message— — - 

Prom: Jordanov, Nasko 

Sent: Monday, May 07, 200? 2:36 PM 

To: Parkinson, David; Nestor, Genevieve; Liepold, Christina; Gething, Christopher; Carter, 

Lauren; Murray, Kelli; Maglio, Robert 

Cc; Moliski, William; Deliiska, Asseneta N. 

Subject: RE; WFALT 05-2 credit watch discussion 

Assya, you were managing the trade from the Finance side. Please advise if you can help to 
get the deal docs with the RSW. 

I checked my email and could not find any R4W doc. 

Thank you! 
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Nasko Jordanov 

Goldman, Sachs i Co 

85 Broad Street, 27th floor 

New York, NY 10004 

Phone: (212), 357 6641 

Fax: (212) 493 0452 

E-mail : Nasko . Jordanovggs . com 

Original Message 

From: Parkinson, David 

Sent: Monday, May 07, 2007 1:13 PM 

To: Nestor, Genevieve; Liepold, Christina; Gething, Christopher; Carter, Lauren; Murray, 
Kelli; Maglio, Robert; Jordanov, Nasko 
Cc; Moliski, William 

Subject: RE: WFALT 05-2 credit watch discussion 


It looks like Nasko Jordanov worked on this deal as the Transaction Manager. 

Nasko, 

Do you by chance have or now where the agreements for this deal are? Will you double check 
your emails because I know you save everything and you have it there if you were ever 
copied on them. We are looking for the agreements with Reps and Warrants. 

David Parkinson 
Goldman, Sachs fi Co. 

100 2nd Ave. South, Suite 200S 

St. Petersburg, FL 33701 

Phone: (727) 825-3807 

Fax: (212) 428-3600 

Email : David . Parkin5on@GS . com 

® Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See 
http://www.gs.com/disclaimer/email-salesandtrading.htnvl for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.com/disclaimer/email/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


Original Message- 

From: Nestor, Genevieve 

Sent: Monday, May 07, 2007 1:07 PM 

To: Liepold, Christina; Gething, Christopher; Carter, Lauren; Parkinson, David; Murray, 
Kelli; Maglio, Robert 
Cc: Moliski, William 

Subject: RBi WFALT 05-2 credit watch discussion 

It was a loan purchase. Same as any other loan purchase in terms of what Wells represents 
(from breach of rep/warranty perspective). 

Original Message- 

From: Liepold, Christina 

Sent: Monday, May 07, 2007 1:05 PM 

To: Nestor, Genevieve; Gething, Christopher; Carter, Lauren; Parkinson, David; Murray, 
Kelli; Maglio, Robert 
Cc: Moliski, William 

Subject: RE: WFALT 05-2 credit watch discussion 

WLEG doesn't handle these types of deals- I will reach out to finance. 
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Original Message 

From: Nestor, Genevieve 

Sent; Monday, May 07, 2007 1:03 PM 

To: Gething, Christopher; Liepold, Christina; Carter, Lauren; Parlcinson, David; Murray, 
Kelli; Maglio, Robert 
Cc: Moliski, William 

Subject; RE: WFALT 05-2 credit watch discussion 

Some combination of finance and WLEG must have it. I have the bid stips «e sent with the 
original trade (entered into on Sept 20, 2005) but they don't mention breach of rep or 
warranty reps. 

Original Message 

From: Gething, Christopher 

Sent: Monday, May 07, 2007 12:50 PM 

To: Nestor, Genevieve; Liepold, Christina; Carter, Lauren; Parkinson, David; Murray, 
Kelli; Maglio, Robert 
Cc: Moliski, William 

Subject: RE: WFALT 05-2 credit watch discussion 

Do we have a contract for the whole loans ? We must have reps we can process on 

Original Message 

From: Nestor, Genevieve 

Sent: Monday, May 07, 2007 11:40 AM 

To: Liepold, Christina; Carter, Lauren; Parkinson, David; Murray, Kelli; Gething, 
Christopher; Maglio, Robert 
Cc; Moliski, William 

Subject: RE: WFALT 05-2 credit watch discussion 

Bill would be point person on what is in the securitization documents. For this deal we 
purchased loans from Wells but agreed to securitize off of their shelf with GS holding on 
to the residual and any unsold allotments of bonds. 

- — —Original Message — -- 

From: Liepold, Christina 

Sent; Monday, May 07, 2007 11:26 AM 

To: Carter, Lauren; Parkinson, David; Murray, Kelli; Gething, Christopher; Nestor, 
Genevieve; Maglio, Robert 

Subject: RE: WFALT 05-2 credit watch discussion 

Who Is Finance handies these/ Who can we go to with questions? 


Original Message — - — 

From: Carter, Lauren 

Sent: Monday, May 07, 2007 11:22 AM 

To: Parkinson, David; Murray, Kelli; Liepold-, Christina; Gething, Christopher; Nestor, 
Genevieve; Maglio, Robert 

Subject: RE: WFALT 05-2 credit watch discussion 

They are in the folder on the repurchase drive. Please review, maybe 1 am missing 
something. 

Lauren 

--Original Message — - — 

From: Parkinson, David 

Sent: Monday, May 07, 2007 11:15 -AM 

To: Carter, Lauren; Murray, Kelli; Liepold, Christina; Gething, Christopher; Nestor, 
Genevieve; Maglio, Robert 

Subject: RE: WFALT 05-2 credit watch discussion 
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Although there may be no specific Whole Loan reps from a purchase, aren't there reps that 
are made to the trust when it is securitized? How do we get copies of those agreements. 


David Parkinson 
Goldman, Sachs S Co. 

100 2nd Ave. South, Suite 200S 
St. Petersburg, FL 33701 
Phone: {727) 825-3807 
Fax: (212) 428-3600 
Email: David.Parkin5on@GS.com 


© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See 

http://www.gs.com/disclaimer/email-salesandtrading.html for important risk disclosure, 

conflicts of interest and other terms and conditions relating to this e-maii and your 
reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http: //www.gs.com/disclaimer/email/ _ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


Original Message 

From: Carter, Lauren 

Sent: Monday, May 07, 2007 11:09 AM 

To: Murray, Kelli; Liepold, Christina; Gething, Christopher; Parkinson, 
Genevieve; Maglio, Robert 

Subject: RE: WFALT 05-2 credit watch discussion 


David; Nestor, 


Based cn the documents that I have been given. We do not have a fraud rep, or any type of 
credit/underwriting reps. Please provide any additional information you have. 


Thanks 


Lauren 


Original Message 

From; Murray, Kelli 

Sent: Friday, May 04, 2007 2:13 PM 

To: Liepold, Christina; Gething, Christopher; Parkinson, David; Morris, Loren; 
Christopher; Shuey, William; Winslow, Thomas; Carter, Laurens Gallagher, Brian 
Subject: FW: WFALT 05-2 credit watch discussion 


Gething, 


Christina - yesterday in our meeting we questioned the fact as to whether or not we have 
the right to putbaok loans in the above deal since we did not buy the loens and 
the Issuer, Per the below msg, Genevieve states as resid holder we do have the right to 
outback these loans {Lauren still needs to review the loan level Bohan), If 

Lauren identifies a population to putback, do you have the applicable agreement to 
reference? I thought Lauren had said she couldn’t find the reps, so thought you may not 
have the Purch Agmt. 


Pis let me know. 
Thanks . 


Original Message 

From: Maglio, Robert 

Sent: Friday, May 04, 2007 1:00 PM 

To: Carter, Lauren; Murray, Kelli 

Subject; RE: WFALT 05-2 credit watch discussion 


Lauren, 


$ 
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Genevieve stated we 
back for breaches, 
which loans we feel 


are the Resid holder for these loans and have the right to put loans 
If possible Genevieve would like to touch base on Monday to discuss 
are put back opportunities. 


Kelli, 

I have reached out to Wells to discuss Special call can^jaigns around this deal. They are 
coordinating a call for later today or Monday to discuss. Thanks 


© Coovriqht 2007 The Goldman Sachs Group, Inc. All. rights reserved. See 

http://™.gs.ooWdlsclaimer/eiaail-salesandtrading.html for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance, on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See httpi//www.gs.com/di3claimer/emaU/ tor further 
information on confidentiality and the risks of non-secure. electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to vou. 


Original Message 

From: Carter, Lauren 

Sent: Friday, May 04, 2007 9:38 AM 

To: Murray, Kelli; Magiio, Robert 

Subject: Re; WFALT 05-2 credit watch discussion 

I have not had a chance to review could we post pone til monday? Can we get confirmation 
on what our rights are? 

Thanks 

Lauren 


__ — Original Message 

From: Murray, Kelli 

To: Magiio, Robert; Carter, Lauren 

Sent: Fri May 04 09:16:26 2007 

Subject: Res WFALT 05-2 credit watch discussion 


Be careful here when giving this info to Cje 
this deal and seems were still unclear if GS 
purchase the loans. 


?A. There were conversations yesterday on 
has the right to putback since we did not 


What is the OC left on this deal vs. The dlq pipeline? 


Sent from ray BlackSerry Wireless Handheld 


Original Message 

Froro: Magiio, Robert 

To: Carter, Lauren 

Cc: Murray, Kelli 

Sent: Fri May 04 09:07:03 2007 

Subject: RE; WFALT 05-2 credit watch discussion 


Lauren Good Morning, 


Can you give me any color on these 60 loans that are 
either in FC or RED. I have a call with finance at 


in the scrub pipeline? All are 
11 today? Are you available to join 


6 
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in on the call? 

Wondering if any of them are good possibilities for put backs? -Thanks 
«Bookl6.xls» 


From: Carter, Lauren 

Sent: Wednesday, May 02, 200? 6:0? PM 
To: Maglio, Robert 

Cc: Murray, Kelli 

Subject: RE: WFALT 05-2 credit watch discussion 

Bohan has completed the review, however we do not have a repurchase manager assigned 
to it. I can have someone review the deal, and I can look at the reports. Remember we 
have some issues here. 1) no fraud reps, 2) we bought the bonds not the loans 

Lauren 


From; Maglio, Robert 

Sent: Wednesday, May 02, 2007 5;04 PM 
To: Carter, Lauren 

Cc: Murray, Kelli 

Subject: FW: WFALT ,05-2 credit watch discussion 

Lauren, 

Just spoke with Aduke regarding this deal. Where is. Bohan in regards to the 

scrub? 

Kelli, 

Aduke wants to do a call Friday to discuss this deal. I will gather info. 

Thanks 

® Copyright 200? The Goldman Sachs Group, Inc. All rights reserved. See 
http://www.gs.com/di5Claimer/email-salesandtrading.html for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential .or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs. com/disclaimer/email/ for further 
information on confidentiality and the risks of non-secute electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 


From: Thelwell, Aduke H. 

Sent Wednesday, May 02, 2007 4:51 PM 
To: Maglio, Robert 

Subject; WFALT 05-2 credit watch discussion 

Rob, the WFALT 05-2 that we underwrote has been placed on credit watch. 
Are you available for a quick internal call on this deal and what cooperation/focus we 
need from Wells? 


Please let me know if you’re available tomorrow at 11am. 


From: Nestor, Genevieve 

Sent: Thursday, ^ril 26, 2007 11:03 AM 

To; Moliski, William; Wicker, Devin; Meinders, Kelly 

Subject: RE; Daily rating change report (Apr 25, 2007) 

7 
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[T-Mail] 

Me need to start working on this deal with Meils — Rob has 
been doing work on it but we need to elevate to Wells' attention. Bill can you coordinate 
an internal call with Rob Maglio, Morgan and us? 

Thanks 


From: Moliski, William 

Sent: Thursday, ^ril 26, 200? 11:59 AM 

To: Nestor, Genevieve; Wicker, Devin; Meinders, Kelly 

Subject: FW: Daily rating change report (Apr 25, 2007) [T- 

Maill 


WFALT 05-2 is on negative watch 


From: Choi, Woo J. 

Sent: Thursday, April 26, 2007 B:47 AM 
To: 'T-Mail Subscribers* 

Subject; Daily rating change report (Apr 25, 2007} [T- 

Maill 


** INTERNAL USE ONLY ** 

April 25, 2007 rating changes: 
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MEMORANDUM 


To; Members of the Mortgage Capitel Committee 

From: Martha Rocha / Kenneth Lakra 

Date; 2/2/2007 8:13:56 pm 



fte: AgerKla for Monday, February 5. 2007 

Date: Mortday, February 5. 2007 

Time: 01 :00pm NY time 

Location: 85 Broad / 27A In New York 

Bridge Number 212-002-0990 

The foliovwng is a list of transactions scheduled for review on Monday, February 5. 2007; 



4. GSAMP2007^M2 ^ u 

Gotdman Sachs to securitize approwmately $1,008 million of subprime mortgage loans purchased by 
Goldman Sachs Mortgage Company from Fremont Investment and Loan. The securtttzatlon Is 
scheduled to be completed by February 21. 2007. and will utilize a senior/subordinated OC structure. 
Memo DeHverv Status: To Follow 

Contacts: Kelvin Tec x2-9063, Letand Ivy x7-8CM9 

5. GSAA Home Equity Trust 2007-3 

GcHdman Sachs to securitize approximately $1.3 Mlion of AIW\ t)^e, hybrid, first lien mortgage loans. 
Gddman Sachs Mortgage Company purchased the Mortgage Loans from GS Mortgage Conduit 
(30.88%), GreenPoint (28.54%), Countrywide (20.02%). FNBN (10.84%) and Indymac (9.72%) betvreen 
April 2008 and January of this year. The securitization is scheduled to close on February 23 with a first 
distribution In March and will likely utilize an OC structure. 

Memo Deliverv Status: To Follow 

Contacts: Bill Moliski: 2-4866. Aaron Marks; 2-7884 

6. Residual P<xtfollo Update Presentation 
Memo Delivefv Status. Enclosed 

Contacts: Jared Erbst x7-1701, Asseneta Oeliiska X7-8179 
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Mortgage Capital Committee Memorandum 


$[1,007,881,000] (approximate) 

GSAMP Trust 2007-FM2 
Mortgage Pass Through Certiftcates, Series 2007^M2 



CFremonf). 

This offering cwsists ol approximately i^1,00S| million of borvds 
eipectstf to be rated by S&P and Moody's. The offering Is expected to 
of ^jproxbnateiy ir^llon of AAA/Aaa raled eecwttles, 

^2139) mHliot AMIM down to 68fBa2 rated securities, a Net 
interest Maigin ^NIM^ Security (lawed separately} and a Reatduai 
Security. 

It is expected th« there wIB be 22.40% cretfit 8UW>ort for the AAA rated 
aet^ribes in this transaction. 

The deal is expected to contain a swip agreement wtd^ wiB be 
available to pay Basis Rl^ Carry Forward Amounts for tha entire 
offering. 


Thistee; 
Custodian: 
Isauanee Type: 
Tax Treatment: 
Structure; 

Rating Agencies: 
Cttinsel: 
Accountants: 
Originator: 


Oeuteche Bardt 
Deutsche Bank 
Public 
REMIC 

Senior/Subordinate OC Structure 
8&Pand Moody^t 
Cadwatader Wickersham & talt 
Ernst & Young 

Fremont Investment and Loan 
(Wells Fargo Bank] 

Fremont investmwit and Loan 



Amri^e Principal Balance of tha Mortgage Loans; 
Weighted Average Annual Mortgage Merest Rale: 
Weighted Average Stated Maturity (montha): 
Weighted Average Seasoning (months); 

Weighted Average Orl^nal Losn-To-Value Ratio: 
Weighted Average Combined Original Loan-To*Value 
Ratio: 

Weighted Average FICO: 

Ovmer Occupiad: 

Purchase: 

l“Lien: 

Silent Seconds; 

Condos: 

Sir^le^amlly and PUO: 

Full Documentation: 

Interest Only: 

Oeographlc Distribution: 

40 Year Loans: 


5230.793 

8.42% 


77.13% 

86.84% 
828 
93.43% 
33.54% 
94.39% 
9.22% 
4.45% 
66 . 12 % 
62.30% 
5.10% 
CA: 27.48% 
FL; 13.18% 
NY: 10.04% 
10 . 21 % 


First Distribution Date; 
Distribution Date: 


March 26, 2007 

2SP or next business day 


Expected Structure 


Residual 


Goldman i^ans on monettzmg the residual through a NIM transaction. 
The expaded market value of the NIM security wiU be approximately 
$33.5 million. 

The market value of the post MIM residual will be a;vrox. $12.9 mlRlon 
for this transaction wWch Goldman will retain at an expected aftw lo« 
yield of 18%. It ia expected that at the end of February, the total 
residual posSlon held for investment will be; 



Exp. Credit 

Ej^ected 

Expected Bond 

(S&rvMDodyo 

Support 

Size 

Balance ($) 

AAAIAaa 

[22.40]% 

(77.60)% 

97S9.301.185 

AA4-/Aa1 

|ie.6S)% 

(3.75)% 

»8.626.024 

AAfAa2 

(15.15)% 

(3.50)% 

$36,050,956 

AAYAbS 

(13.10)% 

(2.05)% 

$21,115,560 

A»/A1 

[11.35J% 

[1.7S)% 

$18,025,478 

A/A2 

[9.80]% 

(1.75)% 

$18,025,478 

AVA3 

(7,95)% 

(1.65I% 

$18,995,450 

KB^/Baal 

(6.40)% 

(1.55)% 

$15,965,423 

BBBIBaaZ 

(5.00)% 

(1.40)% 

$14,420,362 

BBBVBaad 

(3.95)% 

{1.05]% 

$10,815,267 

BB+f8a1 

(3.15)% 

[0.00}% 

$8,240,216 

J SB/Ba2 

[2.15]% 

(1.00)% 

$10,300,273 

OC (fully funded) 

n/B 

(2,15)% 

$22,145,587 

NIM Security 

n/a 

n/a 

$33,475,000 

Total Post NIM Residual 

(Va 

nfa 

$12,875,000 


Product ■ 

Prtme/Hybrid 

Alt-A 

Subprime 

Seconds 

Scratch & Dent 

Total 


Snun 

$153.0 

$190.0 

$218.0 

$70.0 

R4.6 

$683.0 
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Due DHtaence Results 


The table below summarizes the due diligence scope and resutta for the Fremont positions purchased on December 28. 
2006. - 




Drops as % of the PoM 


! 8PO Sampling I 

Setdement 

Deal% 

Total »ecBt Compt. Custotllal Value SeJIer 


Sanvle% 

Drops 

FM Dec 26 2005 

100.0% 

10.2% 2.7% 1-9% 0.3% 38% 1.0% 

1 40.3% 6.7% 4.7% I 




Fremont mstertcal OMe 



CreUll Orope UPe % Complianee ftopo UPe % CustoOsI Drop* UPB % 

Vaiualion Oropa UP9 % Srtw Drop* (P«F*. etc) % 


NOTES 

Value : Sampled 100% of pool; no systematic issues were found In relation to prior Fremont pools 
Credit No systwnatic issues found 

Compliance : High-cost loans are Cook County and MA Safe Haitor declines; 100% of these loans were sampled, 
and no systemic issues were found. Fremont indicated that ttiey wili stop issuing loans in Cook County, or wiU 
exclude them from further GS packages 
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MEMORANDUM 


To: Capital Committee 

Frt»n; Matt Nichols 

Michelle Gill 
Michael Dente 

CC: Dan Sparks 

Kevin Gasvoda 
David ^epl^an 
Sang Kim 
Joan Tom 
Jay Friedman 
Justin Mahoney 
Nickolas Oelikaris 
Sarah Kong 
Guy Solan 
Insoo Lee 
Brooke Stoddard 
ChrisSna House 
KeMn Teo 
Leland Ivy 

Re: Residential Mortgage Public Shelf Transaction Involving the Securitization of appro»mately 

$1 ,030 million of Subprime, First and Second Lien Mortgage Loans by GS Mortgage Securities 
Corp. in January 2007, 

Date: February S, 2007 


Goldman Sachs' GSAMP FM Series Transactions 


Closing Date 

Deal 

Collateral Type 

/^)proxiinate Size (t MM) 

Fremont Percentage (%) 

January 2004 

GSAMP 2004-FM1 

Si^prime 

$766 

100% 

March 2004 

GSAMP 2004-FM2 

Subprime 

$1,006 

100% 

January 2005 



$774 

52% 

June 2005 

GSAMP 2005-HE3 


$1,256 

21% 

August 2005 

GSAMP 200S-HE4 

Subprlma 

$1,500 

46% 

April 2006 

GSAMP 2006-FM1 

Subprime 

$849 

100% 

S^tember 2006 

GSAMP 2006-FM2 

Subprime 

$1,002 

100% 

Oecembar 2006 

GSAMP 2006-FM3 

Subprtme 

$691 

100% 

January 2007 

GSAMP 2007-FM1 

Subprime 

$674 

100% 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-002201067 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01692 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 





1689 


Footnote Exhibits - Page 3947 


Closing Date 

Deal 

Collateral Type 

Approximate Size ($ MM} 

GS Role 

F^ruary 2005 

FHLT2005-A 

Stoprtme 

$1,176 

Co-Manager 

May20Ce 

FHIT200S-B 

Stoprlme 


Sole Lead 

June 2005 

FHLT2005-BNIM 

Subprime^lM 

$45 

Sole Lead 

July 2005 

FHLT20(»-C 

Subprime 

$1,001 

Co-Manager 

November 20C^ 

FHLT 2005-0 

Subprtme 

$1,008 

Co-Manager 

May 2006 

FHIT2006-A 

Sutodme 

$1,007 

Co-M»i3ger 

Ji^ 2006 

FHLT2006-B 11 

Subprtme 

$250 

Co-Manager 

Sej^ertoer 2006 

FHLT2006-C 

Sub^me 

$1,709 

Co-Manager 

November 2006 

FHLT 2006-0 

^bprtme 

$1500 

Co-Manager 

Decen^r2006 

FHLT2006-E 

Subprime 

$793 

L^-Manager 


Qriatnator & SCTVfcef 

Fremont Investment and Loan rFremonf) is a subsMiaiy of Fremont General j: ° 

finanrdal servfces holding oompany. As ot Janeary 31, 2007, Fremont General hos an eq^ maiM raptotohon 
ot $1 .06 billion and senior unsecered rat ngs ot B2me/B* (bUSdr). Fremont maii^ins a ^l Mpltab^ sandard 
end is well In excess ot the minimums required lor that donation. Fremont originated t18 billion of loans In the 
Orst hall ot 2006 and oblalnod 5.4% ot the martcet share, tn the 2005 Jnancral year, Fremonfs su^me 
residential ditginabons totaled $34.9 bHion. Goldman Sachs has acted as bom lead 

securitization of Its odglnaSons otl Its own shelf. All of the mortgage loaiw »« be servtoed by Fre mont AsotOQ 
2006 Fremont serviced e portfolio of mortgage loans totaling approx. $25 billion. Its rwidentlal primary servicer 
ratings for subprime products is ’Average' by ^P, *SQ3+‘ by Mood/s and 'RPSS* by Fitch. 

FremonL along with other subprime ortginators, had struggted in 2^ 

EPOS along with valuation and premium recapture resulting n reserves totaling $2M.7MM In Novmber 2^'no 
VS $67 OMM in all '05. Related to early loan performance issues, bonds issued off of tvwi 2006 transactons wh 
Fremont coflateral (one off Fremonrs shelf) and two 2005 transactions with Fremont collateral have been P'a^ 
negative watch due te higher than expected delinquenoies end Idss^ In rMpor^to loan 
Fremont undettooK a major overhaul of its underwrtbng guidetines m 2Q and 3Q 2006, resulUng “ ^OSb-r dr^ In 
production. Most notable targets lor revisions Included raising minimum FlCOs on 80t20s (Ml to 60^0 
640), increase In the number (and quality) of trade lines lor certain produ^, fret bme home 
wage earners and high LTV Michigan loans. Due to their exposure to the subpnme residential modgage market 
Framont v«s recently placed oh a ’negative’ rating outlook ftwn ’stable* by Pitch Ratings. 


Wells Fargo Bank, N.A., 


RcdactedbyOih 

I Permanenl Subrommittee on Invegtigations ] 


Pcrmanei 
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From: 

Sent; 

To; 

Subject: 


Davllman, Andrew 

Wednesday, Aprii 11, 2007 12:31 PM 
Egol, Jonathan 

Fw; GSAMP 2CK)6-S3 - Computational Materials for Wachovia (external) 


Attachments: 


GSAMP 200S-S3 ~ 2007,03.26 Remit Report.pdf; FINALGSAMP2006S3FWP.pdf 


Original Message 

From: Burke, James <james.burkel 8 wachovia.coin> 

Cc: Fiordaliso, Matthew <niatthew. fiordalisoOwachovia. coin>; Burke, James <jaines.burkel 
@wachovia.com>; McCarter, Susan <susan.mccarteriewachovia.co^; Park, Woo^ung. 
<woojung.parkewachovia.com>; Gilman, Yulia <yulia.gilTnan@wachovia.oom>; Thorpe, Brendan 
<brendan. thorpeSwachovia . coin>; Nash, Tom <toin.na 3 h@wachovia.coin> 

Sent: Wed Apr 11 12:21:50 2007 . ■ , ^ 

Subject: FW; GSAMP 2006-S3 — Conputational Materials for Wachovia (external) 

Andy, 

'Ey 

FINALGS/^P2006S 

SFWP.pdf 

As you know, we own $10itan of the GSAMP 06-S3 M2 bond inside one of SAl's HG CDOs. We 
are shocked by how poorly this bond has performed right "out of the gate and had asked 
Liran to send us the attached ProSupp. After having read the ProSupp and conpared it to 
the termsheet we have several concerns: 

* According to the Prosupp, approximately $2.2tnm (by my calculation using %'s from pp 
58 and 60) of loans were delinquent when they were transferred to the trust. However, 
there Is no mention o£ delinquent loans anywhere in the termsheet that waa sent to 

?hf P^::upj'°:pproxlmateiy »,3a» ,hy my calculation usinq i’s from pp 
31 and 32) are re-performing loans. However, there is no mention of reperforming loans 

anywhere i^^^ 53 ' 14 % of. the loans in the deal allow for a Prepayment Premium and that all 
Prepayment Premiums collected from borrowers ate paid to the Class P cettlflcateholders. 
NonS of this waa disclosed in the termsheet and my concerns ate two-foldi HI The presence 
of Prepayment Premiums effects prepayment speeds which affects the excess spread in the 
deal (and ultimate build-up of OC) ; (2) Prepayment Premiums ate not staying inside the 
deal for the benefit of all Investors but are being earmarked for the Class P holder 
(which Is not mentioned In the termsheet). Note that according to the most recent 
remittance report, 31.2ram in Prepayment Premiums has already been paid out to the Cless P 

^°^'*°tj(.cording to page 83 of the Prosupp, the servicer must charge ""V I"*'' *het 
becomes 180 days delinquent, giving rise to a Realized Loss inside the deal. Currently 
losses are at 9.71% of the original deal balance, or approximately $48ram despite the fact 
that the deal is only 11 months old (note that this figure already exceeds Moody s 
expection for cumulative losses for the deal over the ENTIRE LIFE of the deal). I will 

. ... ... Jji *.4 wwvaal nf 


also note that there are an additional 557.5itm of loans in the delinquency pipeline. This 
seems to indicate significant fraud at either the borrower or lender level and I m 
wondering what steps Goldman has ta)ten to hire forensic accountants to investigate the 

According to page 83 of the Prosupp, any subsequent recoverioa on the chsrged-o££ 
loans do not inure to the benefit of all Investors in the deal but °N“ to the «»»» =<1 
certlficateholder. This is not mentioned anywhere in the termsheet. Who owns the Class 
XI notes? Is that Goldman or an affiliate? How much has been recovered so far? This is 
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a material fact to me especially considering that loss severities are coming in at around 
105% on the charged-off loans. 

At your earliest possible convenience I would like to speak with the senior people at 
Goldman involved in this transaction. Your help is greatly appreciated. 


James Burke 

Head of ABS Investment Management 
Structured Funds Management 
375 Park Ave., New York NY 
work: 212 -214-8601 
cell: 

fax: 212-214-8971 

james .burkelSwachovia. com 


• Redacted by tiic PensKicot 
SabcMBmittcc on lavestifaHons 


From; Nehushtan, Liran {mailtoiLiran.Nehushtanegs.comI 

Sent: Monday, April 09, 2007 8:41 AM 

To: Burke, James 

Cc: Fiordaliso, Matthew 

Subject; FW: GSAMP 2006-S3 — Computational Materials for Wachovia (external) 


Hi Jim, 

Attached are the remit report and FWP for GSAMP 06-S3. Please let me if there are any 
other docs that you would like to see. 

Thanks, 

Liran 


Goldman, Sachs s Co. 

One New York Plaza, 50th floor I Mew York, NY 10004 

Phone: (212) 902-0416 Fax: (212) 256-2257 

E-mail: litan.nehushtan0gs.com <mailto:liran.nehu8htan@gs.com> 


Liran Nehushtan 

Structured Sales Goldman 


Sachs 


© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See 
http; //www. gs . com/ disci aimer/ email-salesandtrading.html 

<http://www.gs.com/disclaimer/emaii-saiesandtrading.hCml> for important risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
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xeliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.coni/disciaimer/emaii/ 
<http://www.gs.com/disclaimer/email/> for further information on confidentiality and the 
risks of non-secure electronic communication. If you cannot access these links, please 
notify us by reply message and we will send the contents to you. 


From: Brocato, Russell 

Sent: Monday, April 09, 2007 8:36 PH 

To: Nehushtan, Liran 

Subject: GSAMP 2006-33 -- Conputational Materials for Wachovia (external) 
«GSAMP 2006-S3 — 2007.03.26 Remit Report. pdf» «FINALGSAMP2006S3FWP.pdf» 
IMPORTANT NOTICE REGARDING THE CONDITIONS FOR THIS OFFERING OF 

ASSET-BACKED SECURITIES 

The asset-baclced securities referred to in these materials are being offered 
when, as and if issued. In particular, you are advised that asset-backed securities, and 
the asset pools backing them, are subject to modification or revision (including, among 
other things, the possibility that one or mote classes of securities may be split, 
combined or eliminated) , at any time prior to issuance or availability of a final 
prospectus. As a result, you may commit to purchase securities that have characteristics 
that may change, and you are advised that all or a portion of the securities may not be 
issued that have the characteristics described in these materials. Our • obligation to sell 
securities to you is conditioned on the securities having the characteristics described in 
these materials. If we determine that condition is not satisfied in any material respect, 
we will notify you, and neither the issuer nor the underwriter will have any obligation to 
you to deliver all or any portion of the securities which you have committed to purchase, 
and there will be no liability between us as a consequence of the non-delivery. 


STATEMENT REGARDING THIS FREE WRITING PROSPECTUS 


The Depositor has filed a registration statement (including the prospectus 
(the "Prospectus")) with the SEC for the offering to which this communication relates. 
Before you invest, you should read the Prospectus in the registration statement and other 
documents the Depositor has filed with the SEC for more complete information about the 
Depositor, the issuing trust and this offering. You may get these documents for free by 
visiting EDGAR on the SEC website at www.sec.gov <file://www.sec.gov> . Alternatively, the 
Depositor or Goldman, Sachs & Co., the underwriter for this offering, will arrange to send 
the Prospectus to you if you request it by calling toll-free 1-866-471-2526. 

IMPORTANT NOTICE RELATING TO AUTOMATICALLY GENERATED EMAIL DISCLAIMERS 


ANY LEGENDS, DISCLAIMERS OR OTHER NOTICES THAT MAY APPEAR AT THE BOTTOM OF THE 
E-MAIL COMMUNICATION TO WHICH THIS FREE WRITING PROSPECTUS IS ATTACHED RELATING TO (1) 
THESE MATERIALS NOT CONSTITUTING AN OFFER (OR A SOLICITATION OF PH OFFER), (2) NO 
REPRESENTATION THAT THESE MATERIALS ARE ACCURATE OR CWPLETE AND MAY NOT BE UPDATED OR (3) 
THESE MATERIALS POSSIBLY BEING CONFIDENTIAL ARE NOT APPLICABLE TO THESE MATERIALS AND 
SHOULD BE DISREGARDED. SUCH LEGENDS, DISCLAIMERS OR OTHER NOTICES HAVE BEEN AUTOMATICALLY 
GENERATED AS A RESULT OF THESE MATERIALS HAVING BEEN SENT VIA BLOOMBERG OR ANOTHER SYSTEM. 


This material is for your Information. This material is not to be construed as 
an offer to sell or the solicitation of any offer to buy any security in any jurisdiction 
where such an offer or solicitation would be illegal. The information contained in this 
material may not pertain to any securities that will actually be sold. The information 
contained in this material may be based on assumptions regarding market conditions and 
other matters as reflected in this material. We make no representations regarding the 
reasonableness of such assumptions or the likelihood that any of such assuit^tions will 
coincide with actual market conditions or events, and this material should not be relied 
upon for such purposes. We and our affiliates, officers, directors, partners and 
en^jloyees, including persons involved in the preparation or issuance of this material may, 
from time to time, have long or short positions in, and buy or sell, the securities 
mentioned in this material or derivatives of those securities (including options) . 
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InformaCion contained in this material is current as of the date • appearing on this 
material only and supersedes all prior information regarding the securities and assets 
referred to in this material. Goldman, Sachs 6 Co. does not provide accounting, tax or 
legal advice. In addition, subject to applicable law, you may disclose any and all aspects 
of any potential transaction or structure described herein that are necessary to support 
any U. S . federal income tax benefits, without Goldman, Sachs & Co. imposing any limitation 
of any kind. 
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From: 

Sent: 

To: 

CO: 

&jb|ect: 


Sparks. Danie! L 

Friday, February 23, 2007 9:59 PM ^ ^ . r. • . 

Sparks. Daniel L; Montag. Tom: Ruzika. Richard; McMahon. Bill; Smith. Sarah; Lee. Brian-J 
(FI Controllers) ^ 

Cc^n. Gary (EO 8SB30}; Wlnkeliied. Jon (EO 85B30): Viniar, David; Gmelich, Justin; 


Gasvoda, Kevin 
Mortgages today 


Estimate was +23mm, but likely will be changed to down 7cnin. 

Market sold off (BBB 60 wider and BBB- indices 100 bps wider) 

We sold $500mm of index and covered around SSOOmm single names, 

We Uquidated 3 CDO warehouses today and started the liquidation of another. We may liquidate one more next 
week. 


Estimate today (but will need to be revised): 


Single nan«s +26mm 

Trading of single names + 1 Otnm 
Index (16)mm 

CDO CDS , +41mm 

Correlation +35mm 

CDO positions (33)mm 

CDO warehouse (52)mm 

Prime +4mm 

Other +8mm 

Total +23mm 


Post-estimate adjustments (subject to controllers): 
Increase in bid/offer reserve ( 1 3 mm) 

CDO wardiouse (20mm) 

Puts position +3tnm 

Net (30mm) 


So with adjustments day would be (7mm). 


Need to work with controllers on adjustments over weekend. 

V^ill also be working through all books with controllers so could be further adjustments. 
Controllers is being very helpful in this challenging and dislocated market. 


As CDOs are getting hurt, the CDO warehouse is the position that is the one of potential concern. The key is to 
find super-senior protection providers for the remaining deals. The largest remaining deals are 2 CDOs of single 
A rated CDOs and 2 high grade CDOs (no subprime BBB exposure). We have CDO CDS shorts for protection, 
but deal ex«nidon i.s key. 


Daniel L. Sparks 
Goldman, Sachs S Co. 


Redacted hy Ih* Ptnuuwnt 
Sabcamnittec m Iitmti|sdoei 
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Lehman, David A. 

Friday, June 01 , 2007 451 PM 
Sparte, Daniel L 

Birnbaum, Josh; Sv^renson, Michael; Egol, Jonathan 
CDO update 

1) We collapsed -100mm of "Aa/A” SP CDO risk bA» liquidated warehouses and the trading tjooks on Tuesday. These 
trades were natural offsets and did not generate significant P&L 

2) GS sold $20mm TWOLF 07-1 A2 (AAA/Aaa) to Tokyo Star @ 83.90 on Wednesday 
vs. our current mark of $80.00 this trade generated +780k of P&L 

Remaining risk of TWOLF deal 

Aaa/AAA 225mm 
Aa2/AA 107mm 
S Notes 17mm 

3) GS will be selling $47mm of Wtius 4 High Grade CDO to Aozora Bank in Japan Sunday night 

$36mm of Aa2/AA risk @ 150 dm / px of -98.5 / leaves us with lOmm 
$1 1 mm of A2/A risk @ 400 dm / px of -92.5 / takes us out of the position 

vs. our current marks these trades will have minimal P&L {~+lW^) 

Remaining off Altius deal - . . « . . -r * 

Aa2/AA $10mm. likely will be traded to the First Commercial Bank of Taivran next week 
Baa2/8BB. $4mm 
Equity $2.8mm 

4} We did not trade any Point Pleasant CD0*2 positions on the week 

Current Position in Pdnt Pleasant 

Aaa/AAA (A1) 128mm 
Aaa/AAA (A2) 35mm 
Aa2/AA 50mm 
A2/A 10mm 
Baa2/BBB 3mm 
Equity 10mm 
S Notes 6mm 


From: 

Sent: 

To: 

Cc: 

Subject: 


Goldman, Sadis & Co. 

85 Broad Street I New York, NY 10004 

Tel: 212-902-2927 1 Fax; 212-493-9681 I Mob: 9174* 

e-mail: david.Ichman@gs.com 

Goldman 

Sacks 


David Lehman 

Fijed Income, Cntrency & Cooimoditics 


- Redacted by the Permanent 
Svbcommittee on Invcst^tioiu 


Disclaimer: 


Permanent Subcommittee on Invtstigatioos 

Wall Street & The Financial Crisis 
^^^Repoi^ootnot^207^^^^ 
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From: Lehman, David A. 

Sent: Friday, June 22, 2007 2:30 PM 

To: Lehman. David A.; Mullen, DonaW; Sparks, Daniel L; Brafman, Lester R 

Cc: Swenson, Michael; Birnbaum, Josh 

Object: RE: Few trade po^s 


Also - P+L from the sale of the -50mm RMBS was - +1 mm vs the marks 


Fram: 

Sent 

To: 

Cc: 

Sublecb 


i^man, DavldA.' 

F^day, ^ne 22, 2007 2:28 W 

Mullen, Donald; Sparks, Omiel L; Braftnan, Lester R 

Swenson, FHchad; Birnbaum, Josh 

Few trade posts 


Traded $20mm of the OCTAN 06-2 A3A mezz CDO borxte to @ $82... .we bot these bon ds @$80 from 

IBB . .trying to upsize the ticket to 40mm @ $82 which will clean us out. . .Egol did a great job w/ on this 


one. 


Also, we have sold $40mm 


RMBS A3/A- out of the WH account to MS prop and another $10mm to | 


Only 40mm RMBS A3/A- remain in the WH accounts. 1/2 of which is Long Beach paper - Edwin/De^ continue to 
work, 


Goldman, Sachs & Co. 

85 Broad Street I New York, NY 10004 
Td: 212-902-2927 I Fax: 212-493-9681 
e-mail; david.lehnian@g^.cotn 


Goldman 

.kadtti 


Uavld Lehman 

Fixed Income, Currency & Commodities 




Disclaimer; 

This material has been prepared specifically for you by the Gddman Sadis Fixed Income Siroctured Product Grmip (SPG) 
Trading Desk and is not the product of Fixed Income Research. We are not solidling any action based upon this matenal. 
Opinions expressed are our present opinions only. The mataial is based upon public ioformaiioD which we consider reliaWe, 
but wc do not represent that it is accurate or complete, and it should not be relied upon as such. Additionally, the matenal is 
based on certain factors and assumptions as the SPG Trading Desk may in its absolute discretiem have considered appr^ate. 
Tbae can be no assurance that these factm^ and assumptions are accurate or complete, that estimated returns or projections can 
be realized, or that actual returns or results wiU not be matcriaUy different than those presented. Certain iransa^s, mcluding 
those involving ADS, CMOS, and CDOs. may give rise to substantial risk and arc not snitohle for all investors. The SPG 
Trading Desk may have accumulated long or short positions in, and buy or sell, the securities that are (he basis of this analysis. 
The SPG Trading Desk does not undertake any obligation to update this material. 


Pertwaneat Subcommittee on Investieations 
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From: 

Sent: 

To: 

Subject: 


Lehman, David A. 

Tuesday, March 13, 2007 S:56 AM . . ^ i. 

SoarKs. Daniel L: Swenson, Michael; Bimbaum, Josh; Kamilla, Rajiv; S^em, peeb 
FW: London - ftiis is for yoj.... INTERNAL** Three focus axes for SP CDOs/SPG Trading 


x>^s<iasslfication: lntemal*GS 


See below from Yusuf - Do we want to update and shoot over Deeb and Rajiv’s trade ideas or just leave it w/ the below 
for now? 


Frwn: 

Sent: 

To: 

Cc; 

Subject: 


AiH-edha, Yusuf 

Tuesday, March 13, 2007 4:09 AM 

Madoff, Paula; Faler, Carl; Zaimi, Sanaz; Wright, Neil 

L^man, OavW A. . 

RE; Iwdon • this Is for v(W....INTCRNW.»» Three focus axes fbr SP CDOs/SPG TVadlog 


This Is helpful for traditional SP buyers. 

! was hoping for more a list of trading opportunities tor more trading accounts, la given the dislocation in the market 
what are the bast risk/reward tradesfobv those that wa are axed to do). 


From; 

Sent: 

To: 

Cc: 

Subject: 


Madoff, PaUa 

Nwiday, March 12, 2007 $;54 PM 

WIretfra, Yusuf; Fakw, Cart; Zaiml, Sanaz; Wri^ Nell 

Lehmwi, David A. 

London • this Is for yau.,..lNTBlNAL'* Time focus aas ftx SP CDOs/SPG Trading 


Good morning, just wanted to make sure that you see David's message lor you. Follow up from Iasi week's call, 
thanks 


From: 

Sent: 

To: 


Cc: 

Subject 


Lehman, David A. 

mdSl'p'SS' Gmd?h, lu^n; Comaa^ila, Ttioinas; street, Patrick; Rlcdardl, Stew; 

Josh; Lehman, David A; RosenWum, David J.; Ostrem, Peter L; Bohra, Bunty; WntftL N 

Cart- Zalmi, Sanaz; Allredha, Yusuf; Sparks, Oanid U Raz, Shtomi; Ba^Poiley, Stacy; Wlesel, Ettsha; McDonald, lan 


(Nevr York); Schwartz, Harvey 

Bieber, Matthew G.; Wlsei*aker, Scott; Case, Benjamin 

••INTERNAL** Three focus axes fbr SP CDOs/SPG Trading 


••Internal only'* - As per Yusuf's suggestion last Friday, below are the three 
main focus areas for SP CDOs/SPG Trading. 


Pis call the desk with any questions. 


1) Anderson Mezz Funding 

• We are axed across the capital structure save for the BBSs which have been 

preplaced to GSC _ ^ , 

• Pis direct all questions/inquiry to Matt Bieber and/or Scott Wisenbaker 


Anderson Mezz Funding 2007-1, Ltd. — Launch (144a/RegS) (external) 
Lead Manager & Sole Bookrunner: Goldman, Sachs & Co. 

Liquidation Agent; Goldman, .Sachs a Co. 

$305nun Static Mezzanine Structured Product CDO 


Class 
S [] 

A-la 130.0 

A- lb 53.0 

A-2 30.5 

B 42.7 


Mdy/SsP 
N/A Aaa/AAA 
42.6% Aaa/AAA 
17.4% Aaa/AAA 
10.0% Aaa/AAA 
14.0% Aa2/AA 


WAL(y) 

Init OC 

I 

j 

N/A 

{3. 

• OJ 

166.7% 

t5 

.01 

166.7% 

13 

.61 

142.9% 

t4 

.31 

119.0% 


Size(Smm) %Deal 


Launch 

lmL+20 

lmL+32 

lraL+65 

lmL+90 

lmL+175 
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C 16.8 
D 11.1 
Inc. NtS. 20.9 


5,5% A2/A 

3.6% Baa2/SBB 
6.9% HR 


{4.11 

[5,31 

M/A 


111.7% 

107.4% 

N/A 


lmL+550 
Not Offered 
Call Desk 


2) Timberwoif CD0''2 

• We are axed from jr. AAA through BBB 

• Pis direct all queations/inquiry to Matt Bieber and/or Scott wisenbaker 


Timberwoif I, Ltd, -- Price Guidance <144a/RegS) {external) 
Lead Manager & Sole Bookrunner; Goldman, Sachs 6 Co. 
Collateral Manager: Greywolf Capital Management LP 
$lBn Single-A focused Structured Product CDO 


Class 

Size(Smm) 

%Deal 

Mdy/S<tP 

WAL{y) 

Init OC 

Guidance 

S-1 

SI 3 

N/A 

Aaa/AAA 

( 3 

N/A 

CALL DESK 

S-2 

S{ 3 

N/A 

Aaa/AAA 

[ 1 

N/A 

CALL DESK 

A-l-a 

$[1003 

10.00% 

Aaa/AAA 

[3.11 

1000.0% 

CALL DESK 

A-l-b 

$[4003 

40.00% 

Aaa/AAA 

[6.7] 

200.0% 

CALL DESK 

A- 2 

$[305} 

30.50% 

Aaa/AAA 

[6.21 

124.2% 

3mL+90a 

B 

$[1073 

10.70% 

Aa2/AA 

[6.71 

109.6% 

3mL+140a 

C 

$(363 

3:60% 

A2/A 

[6.81 

105.5% 

3raL+450a 

D 

$[30] 

3.00% 

Baa2/BBB 

[6.51 

102.2% 

3mL+1000 

Inc. NtS 

$(223 

2.20% 

Not Rated 

N/A 

N/A 

CALL DESK 


3) Secondary CDO positions 

• Pis direct all questions/inquiry to Ben Case 


Deal nas» 

Bloomberg ticker 

Class - 

Mdys 

S6P 

Size 

Offer 






(orig. ) 


Hnrtflnn Mogg 1 







Hudson Mz 06-1 

HUDMZ 2006-lA 

B 

Aa2 

AA 

$35,000,000 

300 

Hudson Mz 06-1 

HUDMZ 2006-lA 

C 

A2 

A 

$30,000,000 

600 

Hudson Mz 06-1 

HUDMZ 2006-lA 

D 

Baa2 

BBB 

$27,000,000 

1100 

Hudson Mz 06-1 

HUDMZ 2006-lA 

E 

Bal 

BB+ 

$10,000,000 

1500 

H,ig&„.gxadfi ,BBB3 







Davis Square VII DVSQ 2006-7A 

D 

Baa2 

BBB 

$13,000,000 

400 

GSC 2006-3g 

GSCSF 2006- 3GA 

0 

Baa2 

BBB 

$16,000,000 

400 

Lochsong 

LOCH 2006-lA 

0 

8aa2 

BBB 

$14,000,000 

500 


Goldman, Sachs & Co. 

85 Broad Street I New Ywk. NY 10004 

Tel; 212-902.2927 i Fax: 212-902.1591 I Mob: 91 

e-mail; david.lehnian@gs.com 


fxnJtljwaii 


Sachij 

David Lehman 

Fixed Income, Currency & Commodities 




Disclaimer: 

This material has been prepared specifically for you by the Goldman Sachs Fixed Income Ccsnmerciai Mortgage 
Badced Securities (CMBS) Trading Desk and is not the (aoduct of Fixed Inaxne Research. We are not soliciting any 
action based upem this material. Opinions expressed are our present opinions only. The matoial is based upon public 
iiifurmtaion wliich we ix«isidcr reliable, but wedinurt represent dmlil is accurate or ctintplcle, and it should not be 
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From: Spares, Daniel L 

Sent: Thursday, September 27. 20D7 1 1 :37 AM 

To: Montag, Tom 

Subject: Re: 


Really long story. Very unclear as to solution that is in best interest of getting axes 
and business done 


Original Message 

From: Montag, Tom 
To: Sparks, Daniel L 
sent: Thu Sep 27 08:59:44 2007 
Subject: RE: 

so you overpay? what should it have been — makes management information rather flimsy 
doesn't it 

Original Message 

From: Sparks, Daniel L 

Sent: Thursday, September 27, 2007 8:38 AM 
To: Montag, Tom 
Subject: Re: 

It was a very big ax, but sales credits have become such a contentious point that trading 
team doesn't debate It anymore. The politics acound sales credits had become unbelievable 
and were a hinderance to business. 


Original Message 

From: Montag, Tom 

To: Sparks, Daniel L 

Sent: Thu Sep 27 08:29:43 2007 

Subject: 

Did we really pay sixty million in gcs on the aaa short covering? Why so high? 
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From: Montag, Tom 

Sent: Friday. May 1 1 , 2007 10:29 AM 

To: Sparks, Daniel L 

Subject: Re: 


But where would they buy the rest 

Original Message 

From: Sparks, Daniel L 

To: Montag, Tom 

Cc: Mullen, Donald 

Sent: Fti May 11 09:41:23 2007 

Subject: RE: 

They bought half the equity, all the BBSs and 20 of the single As. BSAM bought all the 
super seniors (50-90 attachment). We have also sold the super super senior (90-100 
attachment) to 2 separate accounts. 

Dillon Read took down half of everything with us (other than super senior from which 
natexis took) - plan has been joint sell downs. Remember that UBS shut down DR last week 


Original Message 

From: Montag, Tom 

Sent! Friday, May 11, 2007 9:37 AM 
To: Sparks, Daniel L 
Subject: Re: 

Does greywolf own any of this. Where would they buy it? 

— — Original Message — 

From: Sparks, Daniel L 

To: Montag, Tom 

Cc: Mullen, Donald 

Sent: Ftl May 11 09:35:12 2007 

.Subject: RE: 

Small number of sales (16 single A on Titdserwolf, 20 junior AAA on each point pleasant and 
timberwolf) . Gradual mark dovms (bleeding) from marketing information and Inability to 
move paper. 

— Original Message -- 

From: Montag, Tom 

Sent: Friday, May 11, 2007 9:25 AM 
To: Sparks, Daniel L 
Cc: Mullen, Donald 
•Subject: Re: 

What have we done since march? Any price changes any sales? 


— — Original Message 

From: Sparks, Daniel L 

To: Montag, Tom 

Cc: Mullen, Donald 

Sent: Fri May 11 09:22:44 2007 

Subject: RE; 


Timberwolf (Greywolf) 

7/21/06 - engagement letter signed 
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9/5/06 - warehouse begins ramping 
12/13/06 - warehouse 50% ramped 

3/2/07 - revision to engt letter - Greywolf conraitinent to purchase BBB and single A 
tranches 

3/13/07 - pricing 
3/27/07 - closing 

Point Pleasant (Dillon Read) 

6/2/06 - engagement letter signed 
9/14/06 - warehouse begins ramping 
12/14/07 - warehouse gets to 50% ramped 

3/5/07 - commitment letter signed with Natixis for Super senior 
4/10/07 - pricing 
4/18/07 - closing 

Original Message 

From; Montag, Tom 

Sent; Thursday, May 10, 2007 9; 19 PM 
To: Sparks, Daniel L 
Cci Mullen, Donald 
Subject: 

Sorry a bit more 

Average purchase date of this stuff and why on greywold or dillon read after we sold a 
chunk and it just sat there didn't we move it to the traders-those were residuals and 
stuck at that time weren't they? 
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From: 

Sent: 

To: 

Cc: 

Subject 


Dan - 

Met with Josh, Rajiv, Mike, Jeremy, Barrett on this topic. 

Only big short for us here is that we'll re-broadcast to the rest of the Firm our lack of 
having fully delivered models relating HPA to subprime. That message may already (and 
appropriately) be fully delivered, but our moving out into the new product can and likely 
will generate questions from Monty on down. 

If you're fine w that, and the fact that we won't be able to reflect this in VaR in a 
meaningful way for quite some time, then I’m ok with us finishing up the work and moving 
forward. 


Wiesel, Elisha 

Tuesday, March 06, 2007 1:42 PM 
Sparks, Daniel L 
BImbaum, Josh; Turok, Michael 
Property derivs 
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Subject: 

Location: 


Mortgage Presentation to l>avid Nfirfar - Follow up Meeting 
Dial-in Information: 888-446-9291 code;756062 


Start: 

End: 

^ow Time As: 


Sun 512012007 9:00 PM 
Sun 5/20/20Q7 10:00 PM 
Tentative 


Recurrence: (none) 


Meting Status: 
Required Attendees: 
Resouices: 


Not yet re^nded 

Alexander, Lee; Mullen, Donald; Sparks, Daniel L; Brafman, Lester R; Kaprelian, Michael; 
Alexander Lee 

Mullen, Donald: Sparks. Daniel L: Brafman, Lester R; Kaprelian, Michael; Alexander. Lee 


Dial-In Information: 888-446-9291 codc:756062 


I PTiwnent Subcommlttte on Inveatigations 

Wall Street A The Financial Crisis 
^^^Repor^ootBot^209^^^^ 
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From: Spades, Daniel L 

^nt: ^nday, May 20, 2(X)7a:36R^ 

To: Dan and Helen Sparks 

Subject: FW: Viniar Presentation - Updated 


Mtachments: Mortgagtes V4.ppt 


From: fiitxantkr, Lee 

S«nc Sunday, May 20, 2007 8:31 PM 

To:. Mi^, Don^d; Sparks, Oaniti L 

Cc Braftnan, Lester R; Kaf^Kw, Wchad 

Siatject: Vif^r Presentation * l^ated 

HeaK see attadted for the Viniar ftesentation. Don • We sent this to you via car -ISmins ago. Waiting to get a confirm from 
the drivo’ that it has be^ dropped off. 

L^ter and 1 will did into the call at 9pm. 

Dial in infarmatim is: 

Dial-In Information: 888-446*9291 code:756062 



Mc^l^es V4.ppt 


Thx 


Ptrnunent SMbeommittw on Invcstigatioas 
Wall Street <£ The Financial Crisis 
Report Footnote #2090 
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Prorn: Swenson, Michael 

Sent: Thursday, March 01 . 2007 10:52 AM 

To: Cornacchia, Thomas 

Subject: RE- names 


Bill bucXingham - Cardinal! 


From: Comacdila, Tlwmas 

Sent: ■ntufsday, March 01, 2007 10:48 AM 

To: Swenson, 

Subfect; R£’. names 

Who covers pas^rt 


From: 

S«it: 

To: 

Cc: 

Subject: 


Swenson, MichaeJ 

Thursday, March 01, 2007 10:44 AM 
Gmellch, iusHn; Cornacchia, Thomas 
Bimbaum, Josh 
RE: names 


Our tiering on a 3 tier system 


» Redacted by the Pennanent 
SBbcoramItleeon Investigatitms 


Most, likely in the near term for size: 


9 - waiting for nicole 
account likes Deeb - we just printed 


with him 


Gmetich, Jusdn 

Thursday, March 01, 2007 10:12 AM 

Swenstm, Michael 

names 

tier 1 you tell us 


Sent: 

To: 

Subject: 

Harbinger 

Passport tier 1 talready have stuff in front of him - he wants •• names that 
are tight) - we just printed flM wants to do ■■■■■§ in near term (today) he 
will only print with us 

Hayman tier l wants to aHHHBHi now - working with perry - kyle 

baU is having a meetign to sign up the management agreement with Perry - BE 
PATIENT 


Elliot 

Pennant 

adding 

Gweiss 

Baupost 

Perry 

Canyon 


tier 2.5 - uber comp - not active lately 

tier 2 - whiner when trades don't work, would probably be open to 


tier 3 - small, nothing to do 

tier 2 - uber conp and smart, not active lately but ' 
Has been in comp for the most part 


tier 1 potentially via HAYMAN - BE PATIENT 

tier 2 - laborious bond pickers, at time. Still looking to buy| 


> at a time, would probably be open to seeing a 
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list, but prefer bad deals 

Eton park tier 2.5 - backSldaers not great bond pickers, nothing to do 
Basswood tier 2 - smart, loose lips, nothing to do 
tier 2 


Zais 

been 


extremely smart and 1 
in con^ lately 


Harvard 


tier 2.5 - got creamed on | 

■) more likely to double down 


M in notionasl), have 
trade with us (they flHl 


Ellington tier 5 - no comment 

tier 3 - uber comp very sophisticated name picking in early, nothing to 


Qvt 

do 


tier 1 - we have engaged responding with their list of names to us 


this morning 

Citadel tier 2 - uber conq? much more likely to do 


tier 2 


of index at 



trades, nothing to 


Durham (cactus and crissy) - were looking to buy before i 

We showed them similar offering t o what we showed Harbinge^^Th^ passed and 
inS.cated they would have been better at those levels. type 


> Redacud by the Pemanent 
Subcommittee on Investigations 
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From; Black, Robert N 

Sent: WedneKlay, February 14, 2007 7:(M) PM 

To: Bieber, Matthew G. 

Cc: Kang, Connie: Chaudhary, Oiiar; Brocato, Russell 

^b}ect: Timt^rwcrtf I. Ltd. - Target Account List 


Matt, 

Below is a broader list of US accounts that I think we should be directly targeting for 
the deal, we got some traction with most of these guys on ABACUS-HGSI (CDO''2) . We will 
push the tri-state area guys for roadshow slots again tomorrow. And push the other 
accounts for conference calls. 

If you have any additions let me know. 


BSAM - Davilman' 

NIBC - Davilman 
Koch - Romo 
vero - Romo 

Security Benefit - Romo 
Highland - romo 
CSAM - Willing 
DBAM - Willing 
Declaration - Willing 
Delaware - Willing 
NIR - Herald 
Vanderbilt - Gaddi 
Moneygram - Ricciardi 
Seneca - Taniguchi 
Cambridge Place - Cag 
Chotin - Cag 
PAG - Matthias 
Aladdin - Pinkos 
Loews - Pinkos 
Clinton - Verocchi 
Ivy AM - Reich 
E*Trade' - Kreitman 


Periaanent Sabcowmtttee on1eye»t{gitlQn| 
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From: Lehman. David A. 

^nl: Friday, March 02, 2007 2:56 PM 

To: McDonald, Ian (New Ywk) 

Object: RE: ABX^tg Credit Accts 


From-. McOonaW, Ian O^ew York) 

s«nt; Fritlav, Mardi 02, 2007 2:36 PM 

To; Lehman, David A. 

Subject: P£: ASXJWq Credit Accts 

Yes. 


From; L^man, David A. 

Sent: Friday, Hard: 02, 2007 2:36 PM 

To: MtOorald, tan (New York) 

Subject: RE: ABk/Mtg Credit Accts 

i would add Josh/Swenny 


From: McDonald, Ivt (New York) 

Sent: Friday, March 02, 2007 2:34 PM 

To: FHc-rntg-dient-dlalog 

Subject RE: ABXjmj CredR Accts 

-Maybe a better term than macro is "multi-strategy" rather than "mortgage focused". But understood. III isn't 
a macro acct. 

-Desk thought that w© should treat Paulson as tier 1 acct. 

We created the list I icc-mtg-client-dialog. I'll add petals over time. . . . 

Was going to touch base v^th Shlomi and get his view on the credit side as well. ... 


From: 

Sent 

To; 

Subject 


Ba^-Poliey, Siscy 

Thureday, March 01, 2007 4:28 PM ^ ^ u 

McDonald, Ian (New York); Hoien, MarjarS; Radtke, Urin; Wmer, Jeramy; Lehman, David A.; Wiesel, Elisha 
RE: ABX/Mtg Credit Accts 


See my edits/ questions 


From: 

Sent 

To; 

Subject 


McDonald, Ian (New York) 

Thursday, March 01, »07 2:30 PM 

6ash-Pc*ley, Stacy; Hoten, M»gar«t: Bash-Poliey, Stacy: Radtke, Lorln; Primer, Jeremy; l^man, David A. 
ABX/Mtg CrecSt Accts 


Based on conversations with sales and trading. Lorln and I came up with a fairly lenglhly list of accts 
that are considered to be "key*. 


We roughly tiered the accts out based on perception of business just to give some structure, but it 
shouldn't be taken as fixed. 


1) Rret Tier impact (already printing frequent high margin business, first call-type accts) 


Macro 

Ccmvexity Capital (Houghton) 
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Moore Capital (Houghton) & London (Fakw) 

Ml (Madoff) (they are not macro) 

Paulson Ca^iital (Raazi) (not sure desk woi^d agree-aiso they are credit) 

Mtg 

Bank erf America (Borst)-mor0 likely 
ACA (Kretiman) 

Harvard (RadU<e) 

Winchester (Radb^e) 

Morgan Stanley Prop (Martin) 

HBK (Martin) 

DB Prop (Cagnassola) 

UBS (Pinkos) 

OEShaw (Cohen) 

BSAM (Davjlman) 

Rabo Bank (Fra^er/Lee) 

Credit 

Harbinger 

Hayman 

2) Second Tier impact (printing less frequently, still important, or strong potential for 
increased profitability) 

Macro 

LDF (Hwjghton) 

JWM Partners (Madott) 

Mtg 

King Street (Radtke) 

Alladin (Pinkos) 

Clinton (Verocchi) 

DA Cafrflal (Verocchi) 

JP Arb (Verocchi and Kretiman) 

JPIM (Pinkos) 

Citadel (Martin) 

Credit 

Grey wolf (Martin-and Is a mortgage acet) 

Bluemountain (lobou) 

Passport 

Balpost 

Elliott 

Pennant 

Perry 
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Frwn: Brazil, Alan 

Sent: Thursday, May 31 . 2007 9:47 AM 

To: Ruberli, Timothy; Lehman, David A.; Bash-PoHey, Stacy; Egol, Jonathan 

Subject: RE; CDO Boom Masks Subprime Losses 


yep. The basic tenor of the article was that the rating agencies did not do a very good 
job on cdos because they were greedy for underwriting business. Their example of was that 
the rating agencies screwed up on a cdo issued by first boston in 2000 that lost a lot of 
money. It lost a lot of money because it included subprime and junk bonds. And of course 
they pulled in the American express debacle. 

The timberwolf inclusion was pretty bad, bad for selling it, of course,' but also a poor 
piece of analysis. 

” That's more than double the return on corporate bonds with the" 
same rating. Timberwolf's offering statement warns that the CDO may 
include subprime mortgage debt. 

’’When you see something that ’s . priced at a 1,000 basis point 
spread, you know it's pretty risky,*' Partnoy says. ’’The rating 
agencies might not figure that out for a while.'* 

1. the understate the return difference, bbbs corp are more like 100 bp than 500 bp. So 
timber bbbs are 5 times the return. 

2. The ratings agencies rate deals knowing full well what the underlying collateral is of 
all cdoa, including timberwolf. 

Pretty cheap shot 1 thought. But it is what it Is 


Original Message 

From: Buberti, Timothy 

Senti Thursday, May 31, 2007 9:08 AM 

To; Lehman, David A.; Bash-Polley, Stacy; Brazil, Alan 

Subject: FV: CDO Boom Masks Subprime Losses 

Sure you saw this already.. 

— — — Original Message 

From; Joshua Powell < Joshua. PowellQcbwpartners.com> 

To; Ruberti, Timothy 

Sent; Thu May 31 08:59:32 2007 

Subject: FW: CDO Boom Masks Subprime Losses 

Timberwolf got a shout out in the article below. 


From: Brad Welnick 

Sent: Thursday, May 31, 2007 7:49 AM 

To: Structured Products 

Subject: CDO Boom Masks Subprime Losses 


PwmancHt Sulwoinniittee on Investigations 

Waif Street & TTie Financial Crisis 
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CDO Boom Masks Subptirtie Losses, Abetted by S4P, Moody’s, Fitch 
2007-05-31 00:08 (New York) 

By Richard Tomlinson and David Evans 

May 31 (Bloomberg) — The numbers looked ccm?>eiling. Buy this 
investment-grade collateralized debt obligation and you'll get a 
return of up to 10 percent, Credit Suisse Group said. That was 
almost 25 percent more than the average yield on a similarly rated 
corporate bond. 

Investors snapped up the $340^7 million CDO, a collection of 
securities backed by bonds, mortgages and other loans, within days 
of the Dec. 12, 2000, offering. The CDO buyers had assurances of its 
quality from the three leading credit rating conpanies — Standard & 
Poor's, Moody's Investors Service and Fitch Group Inc. Each had 
blessed most of the CDO with the highest rating, AAA or Aaa. 

Investment-grade ratings on 95 percent of the securities in the 
CDO gave no hint of what was in the debt package -- or that it might 
collapse. It was loaded with risky debt, from junk bonds to subprime 
home loans. During the next six years, the CDO plummeted as defaults 
mounted in its underlying securities. By the end of 200$, losses 
totaled about $125 million. 

The failed Credit Suisse CDO may be an omen of far worse to 
come in the booming market for these investments. 

Sales of CDOs worldwide have soared since 2004, reaching $503 
billion last year, a fivefold increase in three years, according to 
data coH^jiled by Morgan Stanley. 

CDO holdings have already declined in value between $18 billion 
and $25 billion because of falling repayment rates by subprime U.S. 
mortgage holders, Lehman Brothers Holdings Inc. estimated on April 
13. In many cases, investors don't even know that values have 
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dropped. 


'We Can't Get There’ 

In this secretive market, there is no easy way for them to find 
out what their CDOs ace worth. 

The uncharted slide of the Credit Suisse CDO points to the 
critical and little-understood- role played by rating con?>anies in 
assessing risk and acting as de facto regulators in a market that 
has no official watchdogs. 

Many of the world's CDOs are owned by banks and insurance 
con^)anies, and the people who regulate those firms rely on the 
raters to police the CDOs. 

"As regulators, we just have to trust that rating agencies are 
going to monitor CDOs and find the aubprime, ‘ * says Kevin Fry, 
chairman of the Invested Asset Working Group of the U.S. National 
Association of Insurance Commissioners. "We can't get there. We 
don't have the resources to get our arms around it.*' 

The three leading rating companies, all based in New Vork, say 
that policing CDOs isn't their job. They just offer their educated 
opinions, says Noel Kirnon, senior managing director at Moody's. 

'Little New Information* 


''What we're saying is that many people have the tendency to 
rely on it, and we want to make sure that they don't,'* says Kirnon, 
whose firm commands 39 percent of the global credit rating market by 
revenue . 

S4P, which controls 40 percent, asks investors in its published 
CDO ratings not to base any investment decision on its analyses. 
Fitch, which has 16 percent of the worldwide credit rating field, 
says its analyses are just opinions and investors shouldn't rely on 
them. 


Confidential Treatment Requested by Goldman Sachs 


GS MBS-E-001 865725 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 01736 Fmt 6602 Sfmt 6602 


P:\DOCS\66051 TXT SAFFAIRS 


PsN: PAT 



1733 


Footnote Exhibits - Page 3991 

The rating companies apply their usual disclaiimsr about the 
reliability of their analyses to CDOs. SfiP says in small print: 

"Any user of the information contained herein should not rely on 
any credit rating or other opinion contained herein in making any 
investment decision. ' ' 

Joseph Mason, a finance professor at Philadelphia's Drexel 
University and a former economist at the U.S. Treasury Department, 
says the ratings are undermined by the disclaimers. "I laugh about 
Moody's and SfiP disclaimers," he says. "The ratings giveth and the 
disclaimer takes it away. Once you're through with the disclaimers, 
you're left with very little new information.** 

Credit Raters Participate 

When it comes to CDOs, rating companies actually do much more 
than evaluate them and give them letter grades. The raters play an 
integral role in putting the CDOs together in the first place. 

Banks and other financial firms typically create CDOs by 
wrapping together 100 or more bonds and other securities, including 
debt investments backed by home loans. 

Credit rating companies help the financial firms divide the 
CDOs into sections known as tranches, each of which gets a separate 
grade, says Charles Calomiris, the Henry Kaufman professor of 
financial institutions at Columbia University in New York. 

Credit raters participate in every level of packaging a CDO, 
says Calomiris, who has worked as a consultant for Bank of America 
Corp., Citigroup Inc., UBS AG and other major banks. The rating 
con^janies tell CDO assen4>lecs how to squeeze the most profit out of 
the CDO by maximizing the size of the tranches with the highest 
ratings, he says. 


'Not a Passive Process' 


Conficiential Treatment Requested by Goldman Sachs 


GS MBS-E-001865726 


VerDate Nov 24 2008 09:58 May 19, 201 1 Jkt 066051 PO 00000 Frm 01737 Fmt6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 



1734 


Footnote Exhibits - Page 3992 

■’It’s important to understand that unlike in the corporate 
bond market, In the securitization market, the eating agencies run 
the show,'' he says. ' 'This is not a passive process of rating 
corporate debt. This is a financial engineering business.*' 

Credit raters consult with bankers in detenaining the makeup of 
a CDO, and banks make the final decisions, says Gloria Aviotti, 

Fitch's global head of structured finance. 

As home buyers and Investors grapple with the subprime mortgage 
crisis, many haven't yet realized the extent to which that 
turbulence is spilling into CDOs . Foreclosure filings in the U.S. 
surged to 147,708 in April, up 62 percent from April 2006, as 
subprime borrowers stopped making mortgage payments, research 
company RealtyTrac Inc. said on May 15. 

As foreclosures increase, the subprime-backed securities in 
CDOs begin to crumble. Subprime mortgage securities make up about 
?100 billion of the §375 billion of CDOs sold in the U.S. in 2006, 
according to data from Moody's and Morgan Stanley. 

Subprime Debt Holdings 

Seventy-five percent of global CDO sales are in the U.S. 

Moody's reported in March that about half of the CDOs sold in the 
U.S. last year contained subprime debt. On average, 45 percent of 
the contents of those CDOs consisted of subprime home loans, Moody's 
said. 

In a certain class of CDOs, the concentration of subprime is 
even higher. S4P and Fitch estimate that subprime mortgage 
securities make up more than 70 percent of the debt in so-called 
mezzanine asset-backed CDOs, a type of CDO that repackages bonds, 
mostly mortgage debt, with low credit ratings. 

Investors bought §59.5 billion of these CDOs in 2006, according 
to Morgan Stanley. On average, as with all CDOs, more than 90 
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percent of the value in them is rated investTOnt grade. 

Bankers call the bottom sections of a CDO — the ones that are 
the most vulnerable to subprime and other junk — the equity 
tranches. They also have another, more-emotive phrase for them: 
toxic waste. 


'The First Loss' 

As more home buyers default on their subprime loans, the waste 
in CDOs becomes more poisonous. ''If anything goes badly, the 
investors in toxic waste take the first loss,” says Satyajit Das, a 
former Citigroup Inc. banker who has' written 10 books on debt 
analysis. 

"Let's put it this way,”, he says. "There's a revolution. If 
you don't win, you're going to be the first one in line for the 
firing squad. ' ’ 

Investors have little idea how toxic some of these CDOs are, 
Drexel's Mason says. 

"We coitpose CDOs with a bunch of this stuff,” he says. "Now 
we just jack up the risk> jack up the misunderstanding. We’re 
throwing our money to the wind. We now know the defaults are in the 
mortgage pools and it’s only a matter of time before they accumulate 
to levels that will threaten the CDO market.” 

In times of uncertainty, CDO ratings take on even less meaning, 
says Brian McManus, head of CDO research at Charlotte, North 
Carolina-based Wachovia Corp. Investors may not know what hit them 
because there won't be a sudden CDO crash, he predicts. 

''They don't blow up,'' McManus says of CDOs. "They just kind 
of melt. ' ' 


No Regulation 
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This is not what investors envisioned in 2004 when they started 
the CDO bull run. In an era of low interest rates, CDOs offered 
juicy yields. 

With defaults at historic lows, the risk of something going 
drastically wrong seemed remote. Why buy a corporate bond yielding 5 
percent when you can invest in a CDO with the same credit rating and 
the promise of a return twice as high? 

There are two caveats: It's nearly ia^ossible to find out 
exactly what's in a CDO, and CDOs aren't regulated. 

Almost all CDOs are sold in private placements, and their 
current values aren't posted anywhere. "There is absolutely no 
transparency,'* Das says. "It's difficult to get current values or 
information about the underlying assets in the CDO.'' 

Financial regulators have effectively outsourced the monitoring 
of CDOs to the rating companies. No less an authority than the U.S. 

Office of the Con^jtroller of the Currency, which regulates banks, 
depends on the rating firms to assess the quality of CDOs. 

Bonanza for Raters 

U.S. banks have invested as much as 10 percent of their assets 
in CDOs, and the OCC requires that all of those CDOs be investment 
grade, says Kathryn Dick, deputy coaptroller for credit and market 
risk. ' 'We rely on the rating agencies to provide a rating, ' ’ she 
says. 

CDOs have been a bonanza for the rating conpanies. In the past 
three years, SSP, Moody's and Fitch have made more money from 
evaluating structured finance — which includes CDOs and asset- 
backed securities — than from rating anything else, including 
corporate or municipal bonds, according to their financial reports. 

The con^janies charge as much as three times more to rate CDOs 
than to analyze bonds, published cost listings show. The companies 
say these fees are higher because CDOs are so complex compared with 
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a single bond. 

Structured finance is the largest and fastest-growing source of 
credit rating revenue. Moody's reported revenue of $1.52 billion in 
2006 for credit rating. Structured finance accounted for 44 percent, 
or $667 million. Company credit ratings were the second-largest 
source of revenue, drawing $485 million. 

A Gold Mine' 

In the first quarter of 2007, structured finance rose to 46 
percent of Moody's rating revenue. 

'“CDOs are the cash cow for rating agencies,'' says Frank 
Partnoy, a former bond trader, now a University of San Diego law 
professor and author of 'Infectious Greed: How Deceit and Risk 
Corrupted the Financial Markets' (Henry Holt 6 Co., 464 pages, 
$27.50). ''They're clearly a gold mine. Structured finance is making 
a lot of Moody's shareholders and managers wealthy.” 

Shares of Moody's, which is the only stand-alone publicly 
traded rating company, have more than tripled to $68.60 on May S 
from $20.65 at the beginning of 2003. 

S&P charges as much as 12 basis points of the total value of a 
CDO issue coitpared with up to 4.25 basis points for rating a 
corporate bond, company spokesman Chris Atkina says. (A basis point 
is 0.01 percentage point.) 

Shares Almost Tripled 


That means SSP charges as much as $600,000 to rate a $500 
million CDO. Fitch charges 7-8 basis points to rate a CDO, more than 
its 3-7 basis point fee to rate a bond, based on the company's fee 
schedule. Moody's doesn't publish its pricing foe any ratings. 

Fitch, which is 80 percent owned by Paris-based Fimaiac SA, a 
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publicly listed investment company, says that rating structured 
finance accounted for 51 percent of total revenue of S480.5 million 
in the fiscal year ended on Sept. 30, 2006. 

nmalac's share price has almost tripled. in value since the 
start of 2003, trading at 80 euros ($108.40) on Kay 9. 

New yorl(-based McGraw-Hill Cos., which owns SSE, reports that 
in 2006, the credit rating company's revenue rose by 20 percent to 
$2.7 billion. Almost half of that growth was from increased sales of 

Structured finance ratings, it says. 

McGraw-Hill's shares have more than doubled in value since 2003, 

trading at $60.97 on May 9. 

The first CDOs 

Michael Milken, the junk bond king, created the first CDO in 
1987 at now-defunct Drexel Burnham Lambert Inc., says Das, author of 
■credit Derivatives. CDOs s Structured Credit Products' (John Wiley 
4 Sons Inc., eSO pages, $1201. Until the mid-19908, CDOs were little 
Irnown in the global debt market, with issues valued at less than $25 
billion a year, according to Morgan Stanley. 

Drexel and other investment banka realized that by bundling 
high-yield bonds and loans and slicing them into different layers of 
credit risk, they could make more money Chan they could from holding 
or selling the individual assets. 

Investment-grade CDOs that include subptime assets offer debt 
returns that exceed yields on junk bonds. In May, BBB-rated portions 
of CDOs — the lowest investment grade — paid 7-9 percentage points 
above the London, interbank offered rate, according to Morgan Stanley. 

That amounted to an annual return of about 13 percent, based on 
May bank lending rates. 

Most CDO tranches promise returns at a fixed spread over Libor. 

That means their value isn't affected by changes in interest rates 
the way the value of a fixed-rate bond would be, says Arturo 
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Cifuentes, a managing director at R.W. Pressprich & Co., a New York- 
based fixed income brokerage that buys and sells CDOs. 

'A Happy One' 

"CDOs offer you a possibility to invest in risk which you 
cannot do in any other way,'' he says. Cifuentes says CDOs have been 
good for investors and financial markets. "For the most part, the 
CDO experience has been a happy one,'' he says. 

That euphoria has blinded investors — and the rating companies 
— to the true risk of CDOs, Partnoy says. 

A $1 billion CDO named Timberwolf, sold in March by New York- 
based Goldman Sachs Group Inc., included a $30 million tranche. It's 
rated investment grade, BBB, by S&P and Moody’s and pays 1,000 basis 
points, or 10 percentage points, more than the three-month forward 
Libor. 

That's more than double the return on corporate bonds with the 
same rating. Timberwolf s offering statement warns that the CDO may 
include subprime mortgage debt. 

"When you see something that's priced at a 1,000 basis point 
spread, you know it's pretty risky,'' Partnoy says. "The rating 
agencies might not figure that out for a while.'* 

CDO ratings may mislead investors because they can obscure the 
risk of default, especially compared with similar ratings for bonds, 
says Darrell Duffie, a professor of finance at Stanford Graduate 
School of Business in California, who's paid by Moody's to advise 
the on credit risk. 

'Can't Compare* 

"You can't conpare these CDO ratings with corporate bond 
ratings,'' Duffie says. "These ratings mean something else — 
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entirely. ' ' 

Corporate bonds rated Baa, the lowest Moody's investment rating, 
had an average 2.2 percent default rate over five-year periods from 
1983 tp 2005, according to Moody's. From 1993 to 2005, CDOs with the 
same Baa grade suffered five-year default rates of 24 percent, 

Moody's found. 

Non-investment-grade CDOs, rated Ba, had an almost identical 
default rate of 25.3 percent in the same period. ''In CDO-land, 
there's almost no difference between Baa and Ba, ’ ' says Cifuentes, a 
former Moody's vice president who helped develop the company's 
original method of rating CDOs in the late 1990s. 

American Express Loss 

Cifuentes highlighted this point when he ran a daylong seminar 
for 45 U.S. bank regulators in Washington on ^rll 10. 

American Express Co., learned about risky CDOs the hard way. The 
Mew York-based conpany invested in high-yield CDO transactions 
starting in 1998. By 2001, American Express reported losses of more 
than $1 billion from those investments. 

Chief Executive Officer Kenneth Chenault told shareholders in a 
July 2001 conference call that the con^any didn't understand CDO 
risk. He said when his traders first bought CDOs, defaults were at 
historically low levels. 

"Many of the structured investments were investment grade, so 
they thought they had a reasonable level of protection against 
loss,'' he told investors. ''It is now apparent that our analysis of 
the portfolio did not fully con¥>rehend the risk underlying these 
structures during a period of persistently high default rates.'' 

As a result, he said, American Express would stop buying CDOs. 

Chenault declined to comment for this story. 

Some investors have always been wary of CDOs. Joe Biernat, head 
of research at London-based European Credit Management Ltd., says he 
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avoids CDOs. The investrtient firm, owned by Wachovia, specializes in 
mortgage- and asset-backed securities and manages about 21 billion 
euros for institutional clients. 

'We Like Clarity' 

' 'We have never invested in CDOs because we like clarity, * ' 

Biernat says. ''You may be buying more of the worst stuff to get the 
kind of yield that you want.'' 

Because there are so many moving parts to a CDO, rating 
companies have to assess not only the chance that something may go 
wrong with one piece but also the possibility that multiple 
combinations of things could falter. To do that, SSP, Moody's and 
Fitch use a mathematical technique called Monte Carlo simulation, 
named after the Mediterranean gambling city. 

The rating companies take all the data they have on a CDO, such 
as information about specific bonds and securitizations and the 
remaining types of loans to be purchased for the package. 

The firm enters data into a software program, which calculates 
the probability that a CDO's assets will default in hypothetical 
situations of financial and coiranercial stress. The program 
effectively rolls the dice more than 100,000 times by running the 
information randomly. 

'False Sense of Security* 

The rating companies base their simulations and ratings of each 
tranche on assunptions about default and recovery rates that may be 
incorrect, Cifuentes says. 

' 'The danger with Monte Carlo is that it gives you a false 
sense of security,'' he says. ''If the input data that you use is a 
little bit uncertain, your numbers are going to be trash, but they 
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will look convincing.’’ 

Credit rating companies may have miscalculated the potential 
toxicity of securities backed by subprime loans, Mt^nus says. 

' ‘With CDOs, they underestimated the volatility of the subprime 
asset class in determining how much leverage was OK,*' he says. 

The rating firms use irrelevant or incomplete data to calculate 
the probability, or so-called correlation risk, that- various assets 
in a CDO will default at the same time, Das says. 

''The models ate fine, ’’ he says. "But they have an input 
problem. It becomes a number we pluck out of the air. They could be 
wrong, and the ratings could be misleading. I’m not even sure we 
understand the networks of links between the subprime tranches . ' ' 

'Not an Exact Science' 

Stephen McCabe, a London-based managing director at SSP in 
charge of rating structured finance, defends his firm’s evaluations, 
which are based in part on Monte Carlo simulation. ''It's always an 
opinion, but it's based on some very deep mathematical analysis and 
some quite-con^licated modeling.'' 

Kimberly Slawek, group managing director at Derivative Fitch, 
the subsidiary of Fitch that rates CDOs, says her firm does the best 
it can. "It's not an exact science,’’ she says. ''This is very much 
our opinion as to the creditworthiness.'* 

Kevin Kendra, London-based managing director at Derivative 
Fitch, says he runs a two-year training course on the rating firm's 
model for analyzing CDOs. In the first year, he teaches recruits 
about Monte Carlo simulation, including the use of correlation 
variables in determining risk. 

Correlations mean, for example, that when a German auto company 
defaults, other German car manufacturers suffer a higher chance of 
failing. 
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'Understand the Strengths.’ 

''I spend the second year teaching them how to not believe the 
outputs of these models,'' Kendra says. "I want them to understand 
the strengths of the model, but also why the model may or may not 
apply to the assets that they're trying to analyze. ’’ 

Kendra says he's not telling them to ignore the con^uter model; 
rather, he's suggesting that they should understand it and also use 
their ovm judgment. 

S&P's McCabe says his company’s model is valuable, even if it 
isn't perfect. ''There can be tiroes when the model will spit out 
something and the people on our credit rating committee will just 
say, 'We're not comfortable with that, • • ' he says. 

Con^licating the rating companies' challenges in evaluating 
CDOs is the unusual role they play in putting them together. 
Potential conflicts of interest in the ratings game aren't new. The 
three largest raters are always paid by the issuers of the debt 
they're rating. 


Rating Conflicts 

Conflicts in rating CDOs are more acute because the raters work 
with financial firms in creating these debt packages, says Karl 
Berggwist, a senior manager at Gartroore Investment Management Pic in 
London . 

"When you assign a traditional rating on a company or a bank, 
it is as it is, and you just make an assessment, ' ' says Bergqwist, 
who worked at Moody's until 1994. "'When you move into structured 
finance, the agencies are effectively involved in structuring these 
transactions . ' ’ 

Fitch rates the top tranches AAA. The riskier mezzanine 
tranches usually get investment grades down to BBB-. The lowest 
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portions, the toxic waste, which offer the highest potential return 
and biggest risk for investors, go unrated. 

These sections are also known as equity because their holders 
are the first to suffer losses and the last in line to collect in 
the case of a collapse triggered by defaults of the underlying debt, 
just as shareholders stand behind bondholders when a public company 
goes bust. 


'An Active Role' 

Fitch’s role in helping to put together a CDO came to light in 
a civil court case. American Savings Bank of Hawaii Inc. sued UBS 
PaineWebber Inc, in 2001, claiming that in 1999 UBS had incorrectly 
said a CDO it had sold was investment grade when It wasn't. 

In the lawsuit, American Savings challenged Fitch's ratings of 
Zurich-based UBS's CDO. The 2nd U.S. Circuit Court of Appeals 
required Fitch to turn over internal documents. The court found in 
2003 that Fitch had advised UBS on how to structure the CDO to get 
the ratings the bank wanted. Fitch itself was not a party to the 
lawsuit. 

''Fitch played an active role in helping PaineWebber decide how 
to structure the transaction,'' the court found. ''Correspondence 
indicates a fairly active role on the part of the Fitch ert^loyee in 
commenting on proposed transactions and offering suggestions about 
how to model the transactions to reach the desired ratings.'' 

The case was settled out of court, says UBS spokesman Doug 
Morris. Fitch’s Aviotti says that although her company talks with 
financial firms as they create CDOs, Fitch doesn't structure CDOs. 

''We do as we do, which is not advise,’’ she says. 

'The Nirvana' 

Yuri Yoshizawa, group managing director for structured finance 
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at Moody’s, says a credit rating cojT?>any's close relationship with 
CDO issuers doesn’t con^roraise objectivity. 

"I think if we have the ratings wrong, we don't have a 
business,*' she says. "If we put something out there just because 
the issuer wants it and it's wrong, then there’s absolutely no 
reason for anybody to rely on or give voice to our opinions.'' 

The banks and rating con^anies have stretched the frontiers of 
CDOs with products known as CDO squareds and CDO cubeds. 

As the names suggest, a CDO squared is formed by bundling 
together a bunch of CDOs, and a CDO cubed, which can contain 
thousands of different securities, is formed by lashing together a 
bunch of CDO squareds. 

Some investors love these fat packages of CDOs because they 
offer even higher returns than plain CDOs. "The nirvana is higher 
risk-adjusted returns,'' says Andrew Donaldson, CEO of CPM Advisers 
Ltd., a London-based credit investment firm that manages about $2 
billion. 


'Smoke and Mirrors' 

CPM buys and sells CDOs, including CDO squareds. "CDO squareds 
give another dimension to achieve portfolio diversification, ' ’ 

Donaldson says. 

Investors shouldn't put much credence in the risk that rating 
companies assign to CDO squareds and cubeds, says Stanford’s Duffie. 

' 'The con^lexity of analyzing that is beyond current methodology, ' * 
he says. 

The grades that rating cong^anies give CDO squareds and cubeds 
are worthless, says Janet Tavakoli, founder of Chicago-based 
consulting firm Tavakoli Structured Finance Inc., which advises 
investors on CDO purchases. 

''Ratings on these products are based on smoke and mirrors,'' 
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Tavakoli says. 

The inner workings of CDOs ace normally invisible to the public. 

The demise of the $340.7 million CDO Credit Suisse sold in December 
2000 was documented in a 38-page report dated March 26 that Moody's 
stanped as confidential. 

CDO Collapse ' 

The Enhanced Monitoring Report, which is written for clients 
who pay an extra $10,000 to $130,000 for such studies, provided 
further background about the CDO called SPA. 

This ill-fated CDO included a collection of subptime mortgage- 
backed securities and junk bonds. S&P, Moody's and Fitch stamped 85 
percent of the CDO with an AAA or Aaa rating because that portion 
was guaranteed by bond insurer MBIA Inc. 

On April 24, Moody’s withdrew its rating on the major part of 
SPA, saying in a tvre-sentence note that investors in this tranche 
had been paid in full. 

What Moody's didn't say was that Armonk, New York-based MBIA 
paid the investors after the CDO had collapsed because many of its 
underlying securities had defaulted. MBIA spokesman Michael 
Ballinger says the Insurer paid investors in the AAA or Aaa tranche 
$177 million. 

The tranche had suffered about $73 million in losses, which 
MBIA covered. Moody's spokesman Anthony Mirenda and Credit Suisse 
spokesman Pen Pendleton declined to cotrenenC on SPA. 

Total Loss 

Moody's also didn't say what became of SPA's uninsured 
mezzanine tranches, which the credit rating conpany had rated as 
investment grade. Investors in these tranches lost all of their 
money, Ballinger says. 
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The losses totaled $38.5 million including unpaid accrued 
interest, based on the numbers in the Moody's report. The unrated 
equity, or toxic tranches, also lost everything — $17.2 million. 
Moody's estimated that SPA's remaining assets, idiich MBIA took over, 
were worth' $104 million. 

"Because of the difficulty in obtaining accurate and timely 
market prices, some of the prices may be inaccurate or stale, ' ' 
Moody's wrote in a footnote in the confidential report. Mirenda 
declined to comment on the report. 

With no regulation and little transparency, the CDO market 
thrives, and credit raters are helping lead the way, the University 
of San Diego's Partnoy says. 

Investors haven't been deterred by American Express's $1 
billion loss. Nor have the March and April studies by Moody's and 
Lehman showing the concentration of subprirae debt in CDOs slowed 
down CDO sales. 

Former banker Das wonders why few people are probing the 
potential dangers for CDO investors. "I think the regulators seem 
to be fairly sanguine about all of this,*’ he says. "The thing that 
I find quite bewildering is the lack of urgency and focus.'' 

He says subprime mortgage defaults have just started to soar. 
"The fuse has been lit,*' Das says. "Somebody should be trying to 
find where this wire is running to.'* 

— With reporting by Christine Richard in New York. Editor: Neumann. 

Story illustration: To view a chart of worldwide CDO sales {in 
billions of dollars) for the past ten years, using data compiled by 
Morgan Stanley: (MCD05ALE Index GP <GO>}. Click on the word chart to 
see the shares of the three largest credit rating companies increase 
as CDO sales soar. 
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For data on delinquencies on subprime loans in residential mortgage- 
backed securities, type DQRP <Go>. Click on the arrow to the right 
of Sector and select Residential. 


Brad Welnick 

Carlyle - Blue Wave 
brad . welnickQcbwpartners . com 
1177 Avenue of the Americas 
I6th Floor 

New York, NY 10036 <http;//maps. yahoo. coiR/py/maps.py?Pyt=*Tmapsaddr=il77 
+Avenue+of+the+Americasfic5z«New+York%2C+NY-H0036ficountry«us> 

tel: 212-938-2524 <http : //www.plaxo. com/ click__to__^call?src®'jj_signature&To=64 6-386-6391 
SEmail® j oshua_powell@yahoo . coJn> 


NOTICE: This email consmuni cation is confidential or otherwise protected from unauthorized 
disclosure and is intended only for the persons named above. Any unauthorized 
dissemination, copying or use of the contents of this email is strictly prohibited and may 
be in violation of law. If you are not the intended recipient, please delete this email 
and notify the sender that you have received this e-mail in error. 


This communication is for informational purposes only and does not constitute an offer to 
sell or a solicitation of an offer to purchase an interest in any financial instrument. No 
representation is being made that the information presented is accurate, current or 
complete, and such information is at all times subject to change without notice. 
Carlyle-Blue Wave Partners does not provide legal, accounting or tax advice. Any 
statement regarding such matters Is explanatory and is not intended to be relied upon as 
definitive advice. 
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FrcHTi: Spari^, Oani^ L 

Senl: Saturday. May 19. 2007 557 PM 

To: /Mexander, Lee; Kapreiian, Michaei; Br^man, Lester R 

Subject: FW: Mortgages CDO Origination Presentation 


Attachments: Mortgages VS.ppt 


Good j<^ overaf! - comments on pages betow; 

p.2 secorKi bullet prt. in^ead of mark to mo^l, ^uld say "securitization valuation to a individual position mark to market 
valuation." 

P.3 break out 2 large high grade si^r senior positions 

doni think numbers arecorrTOt {asajmptions about timbervwjif AAA kx^ wrong for 5/11), and it seems like too much 
detail for 5/1 1 

P.4 again change to "marked to securitizaHon execution" 

ncK coirect that all warehouse cdlaterai at par - prc^i^ly should just remove sentence or say at cost with 
securitization exeoition reserve 
P.5 again "marked to seojritlzatton exit" 
some A and BBB were sold on the deals 

P.6 should note value of oc buildt^ typically makes current credit support for BBB 8-9% on RMBS deals 
P10-12 can discuss live, but want to make sure you have all relevant sales 

Thar^ 


Pram: Alexmder, Lee 

S«iC Saturday, May 19, 2007 12:32 AM 

To: Spvtas, Danid I 

Cg Kafveilan, 

Sutdect: Mortoages CX) Orfginadon Preserxadon 

Dan • Flease find an updated versioo of dte preaeatad<»i. Please let us know if you have any ccxnments prio' to die call on 
Sunday • and we will make the necessary dianges. 



Mortsages V3.ppt 


Thx, Lee 


Permanent Sobcewwiittee on Investigations 
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Wall Street d The Financial Crisis 
Report Footnote ^2097 
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Mortgages CDO Origination 

Retained Positions & Warehouse Collaterai 


May 2007 
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Suclis 


Mortgages CDO Origination 

Executive Summary 


• Based upon the inability to place the liabilities of the Timberwolf and Point 
Pleasant CDO'^2 transactions, the Mortgage trading desk assessed the current 
valuation of retained positions and the ability to securitize current 000*2 
warehouse collateral. 


■ The inability to securitize 000*2 warehouse collateral will result in the unwind 
of the warehouse facilities, which will move the collateral from a mark to model 
valuation to a mark to market valuation. 

■ The initial estimate on May 1 1“' of the mark-to-market P&L impact of this 
revaluation of retained positions and change in valuation methodology is shown 
as follows: 


MirtulVlImUmml ABC 


Retaned Positions: 

Debt -COO 

4.053 

(121) 

(196) 

(273) 

Equity • COO 

113 

(12) 

(24) 

(36) 

Warehouse Collatera) 

1.493 

(116) 

(160) 

(202) 

Total 

$.659 

e«i 

m 

em 
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Mortgages CDO Origination 

Retained Positions 


• As of May 1 1’", the desk held $4.166bn in Retained positions related to CDO 
Debt and Equity. Breakout of this balance by type and the anticipated 
writedowns are shown below: 


Martwt Valusdmiwl ABC 


Debt • CDO 
coo-squared 

Mezz 

Hiah orade 

2 

637 

622 

■783 

(111) 

(11) 

1 

(166) 

(26) 

(3) 

(221) 

(42) 

(9) 

Total 

* 

Em 

HVCEDl 

'■KESI 


iiilililiiiil 




lliil 

Equity -CDO 

2001- 2005 Mezz 

2002- 2004 High Grade 
2005-2006 High Grade 
2006 Mezz 
CDO-seuared 

11 

S 

33 

32 

32 

(3) 

(5) 

W 

0 

(<) 

(7) 

(9) 

- (4) 

(S) 

(8) 

(14) 

(9) 

Toul 

113 

(121 

- IU)\ 

(36)! 




1 

TOTAL 

4.1M 

(1321 


(308|i 


• The anticipated writedowns are driven by Mezz AAA and AA tranches of 
Timberwolf and Point Pleasant CD0^2 structures (${159,3)mm - Scenario B). 
These deals were priced the wk of 03/16 and the week of 04/1 3, respectively. 

■ Due to the lack of liquidity in the marketplace for these structures (i.e. 
Timberwolf and Point Pleasant last traded on 04/23 and 04/24, respectively), 
the desk has proposed writedowns to reflect current market conditions. 
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- Redacted by the PermaneBt 
Subcommittee on InvestigatioBf 




Mortgages CDO Origination 

Warehouse Positions 


• As of May 1 1th, the desk was in the midst of ramping up 4 CDO warehouses. 
At this time, the warehouse collateral was valued with the assumption that a 
CDO was a viable exit. Thus, inventory warehoused was marked to model by 
comparing asset and liability spreads, including the desired equity yield. To the 
extent that the current CDO liability spreads were wider than the cost on an 
aggregate basis, the estimated loss was reserved. 

■ As securitization is no longer a viable exit, the warehoused assets will be 
marked to market on an individual basis. Current market value of all 
warehouse collateral is par. Anticipated writedowns are as follows: 




A 

B 

c 




Averase 

WttO 



Average 


Market ValuetSmm) 

down 

Price 

down 

Price 

down 

Price 

5Smb» 

m 

t 

1 

V 

m 

1 


RMSS-OttW 

164 

(15) 

92% 

(16) 

91% 

(17) 

91% 

RMBS - Subprime 

341 

(26) 

93% 

(27) 

92% 

(29) 

92% 

SPCOO 

777 

(145) 

81% 

(185) 

76% 

(222) 

71% 

Less: Warehouse marK>t^modei reserves 

75 


75 


75 


Total 

1.493 

uia 


(1601 


ssa 
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Mortgages CDO Origination 

CDO Origination Risk vs. SPG Trading Risk 


■ Origination - Long 2.6bn of CDO Risk 

• Our CDO''2 collateral was ramped prior to the market widening and marked 
to model - average ramp period is 6-9 months 

• Our CDO''2 deals, Timbenwolf and Point Pleasant, priced in March with 
demand only for the super senior tranche 

■ The complexity of the 000*2 product and the poor demand for CDOs in 
general has made this risk difficult to sell and the desk expects it to 
underperform 

• SPG Trading- Short $2.8bn of CDO Risk 

■ Over the past 6 months. Single A CDO prices are -20-25pts lower (from 
$100 to $75-80) 


• SPG Trading Shorts were marked to market as prices declined 
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Mortgages COO Origination 

Timberwolf I CDO**; Overview of Capital Structure 
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(iolitiiinii 
SillllS ; 


Mortgages CDO Origination 

Action Steps - May 11th 


■ Unwind the warehouses 


• Form three independent teams to value retained positions independently 

■ David Lehman & Michael Swenson (SPG Trading) 

■ Will Roberts, Gerald Ouderkirk, Doug Weaver (SCT Trading) 

• Dedicated strat support, led by Elisha Wiesel 

• Distribution team headed by Stacy Bash-Polley and Scott Wisenbaker 
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Siirlis ■. • 


Mortgages CDO Origination 

Anticipated Writedowns (in MMs) 


* Wsrdiouse p&l shown using stwiario B level of S126mm 



I^on^dential Treatment Requested by Gddman Sachs 


GS MBS-E-010973183 


VerDate Nov 24 2008 


09:58 May 19, 201 1 Jkt 066051 


PO 00000 Frm 01762 Fmt 6602 Sfmt 6602 P:\DOCS\66051.TXT SAFFAIRS PsN: PAT 


1759 


Footnote Exhibits - Page 4017 


I = Redacted by the PemiRtient 

Sabcommtttee on investigations 



Mortgages CDO Origination 

CDO Debt - Retained Positions 



Stipe SeniK 
Su^Ssier 


OMSvsnW 

GSCSIH} 

HKlnilbSS'2 

SumwaraMiM-l 


IteAAA 

MsUA 

itaaUA 

MibAM 


Ftfiial 

bUma 

Swuf 


Hb«silfaQe-1 

IMaie»2 

.fjiojeUitfj;';'';' 


ir nini 

IE niHi 

■; 


«« cco«nc 






II nil 




M2 Ues 
A42 Keijafc 
AtZ IttB 
M2 UtB 
Ml RKtjrade 
M2 Hr 

M2 He 
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Redacted by the PcrmaRent 
Subcommittee on Investigations 



Mortgages CDO Origination 

CDO Debt - Retained Positions (cont) 
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Mortgages CDO Origination 

Next Steps 


■ Continue working with targeted investors 

■ Basis Capital 

• Fortress 

■ Polygon 

• Winchester Capital 


■ Elisha Wiesel and SCT Trading will continue to refine models 

• SPG Trading to gather observable prices on underliers to improve accuracy of 
valuation models 
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Mortgages CDO Origination 

Additional PnL Items 



DeskBStTBle 

GonbvIlerEstiiTBle 

SitpIneFtesiduals 

(4C5to(5(? 

© 

AtARsadusIs 

(255 to (30) 

8 

SaccrelUenRasiclBls 

(21) 

TBD 

!-e.OCFfei(tBl 


( 5 ) 

Ssakh and Dert Fidels 

( 5 ) 

(5) 

Scrach and CM Lems 

TOO 

TBD 

Qj6CXiafion 

100 to 125 

100to125 
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=• Redacted by the Permanent 
Subcommittee on Investigations 


Mortgages CDO Origination 

Market Value & Retained Positions as at May 18th 

Warehouse Positions 
Sector 


j Market Value($mtn) 


Anncipateo vVmeaowns 


RMBS • other 
RMB8 • Subprime 
SP CDO 

Less; Warehouse mark-to-model reserves 
Less: 8MBC Funding feciitty 




(1: 

(26)1 

(155) 


Retained Positions 


Debt • COO 

CDO-sguared 

Mezz 

High grade 


(27)1 

(170) 




(17) 

(29) 

(184) 


znm 


Market ValueQmm) 


Anticipated Writedowns 



Stiulty • COO 
2001>2009 Mezz 
2002-2004 High Grade 
2005-2006 High Grade 
2008 Mezz 

COO-aquared 


(«) 

(5) 

<«) 

(1) 

(2) 

(3) 

(7) 

(12) 

(17) 

(1) 

(6) 

(11) 


(4) 

{«) 
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« Redacted by the Permaneat 
Subcommittee on Investigafions 


Mortgages CDO Origination 

Distribution 


Aeoourt 

Sates 

Oaal 

Tranche 

mss 

Cevi^nen 

TerteriMidi 

MeeAV. 

xtress 

□svihw 

mtaMoKi 

AARteed 

leak 

Gadd 

Tintervtolfl 

MSZAAA 

Inchester 

Races 

FfototRaasant 2007.1 

MszAkA 

asis 

itettoaos 

IMerKdl 

MeezAAA 

asre 

Mdtoais 

TliTtecvtdri 

AARated 

IG 

ktsfity 

Peridt 

UntcTMiri 

PoMReasant 2007-1 

MaEzAA\ 

A48Sd 

SRenun 

IRarAndgrecn 

A^ian 

Bnca 

Rdnl ReasarV 2007-1 
Tmtarvtdri 

ARated 

MbzzMA 

foneygram 

Id Lane 
eqjat 

GSigart 

Grinstoln 

trazS 

Tvttervtotri 

TMerwdft 

Tnbervwlfl 

AARated 

MbA4A 

iandetorsn 

kWy 



83SRq) 

to&hahv 

KsOy 

odten 

TintitovtaA or R Renani 
RMReasatl 2007.1 

MteAAA 

iScit 

Otostein 

Tintewlf! 

MeaAM. 

folygen 

Ftead 

TVJtJBTMlft 

AAfUed 


Comflwaa 


LooMno at pactoge cf A2 and B dasses. toMedy indcsted iOM ttOs on 7t7s on B; modeling deal is 

1 (MauN/I>4rrsicti!lpusHrig 

LdoMns « padegect A2«ri6dBsse8. IrilisAy nScatedtcwSSOs on cn a rradeinsdeal is 

1 dffiait/Oeilrran $88 putting 

LodAtgcnafnaiaadbaBis- concerned about 

1oenelaeQrxatrlMl.tTgntvtwv/BBefcendedrttjnpo(ile 

Engaged and toeiafg- has been ciliitedbcndial 450 WA2. 700 at B/BMBMHMI 


2 t^Aertie SSQrmtA-:^ $50mm B, aiiiad Id ftnaxing- accoirt « oU of the office / feectackWo 921 

2 Mantief $50tnn A-2, SSOmrrt B, atifed to (Inandng • oxsunl is oU cf the cfiice / feectack Wo 5^ 
reengaged . eyng to get ariSMer by G5 c|»- end AatatfrecaKad aditional intoTTnalictt lodiV / toey are Sts 

3 tftortdtg / taick tofcftM ito oatV ned v«ei( 

SLfloWng 

LooUiB 41 >4> rernetning • AxL adted for 7 bus days to da Mode, Ihen teft oftee and is 

3 wff hear tom ibanWten Vtay relun 
SLoofong 

3 PsMal imerest on AAi (already owt AAAs) / tryiriQ to see if Ihsy go dour in cap. anjOuie (IciivDbA^ 

3 Need tooMhuanalysie/Sbsts are vtoridng anil 
3Loolerg 

Otedorg • Twtf ddto ran FfoM Pleasant ;^en heaSnendtwtpHon Read • vat loakthm 

3 veiysis on TvtterMif / Stoats «« turtang on it t pdenliai size ■■■9 
(rrattodOton Reads FtinIReesantRjsbane/ locWngelTviolfA2,Baassesendn.Re8satB 

3aass 

3 UcHng - aaitod for nataiate ara tawdato ■■■■■■■■■■■I / had ceil / totvMa 
VNbu M locfcto eadea^nat go SMper Senior Aft/te-vtflreaivs ddtefcr OOeeaity need ywkflfot 
sazelHi^ 

pcterraireen^jwrtiing to rrerid exsdrg esqaeure (cwt porter) of sin^ Adass) - if they care exped 
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redacted by ihe Pennamnt 
Subcoinmittec on Invest^ations 


(iiiifiinaii 


Mortgages CDO Origination 

Distribution (cont) 
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Sis;?'"' 


Mortgages CDO Origination 

Retained Positions & Warehouse Coliateral 


May 2007 
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• The Mortgage Department is concerned about the following risks: 


■ Retained Positions in the CDO Origination Business 

• Market Value In CDO Debt is $4. 1 50bn 

■ Specifically concerned about $637mm of CDO''2 positions and 
$1 12mm in CDO Equity. The complex structure of these positions 
make them very difficult to value and distribute. 

• Warehouse Collateral in the CDO Origination Business 

• Market Value of $1 .458bn 

• Specifically concerned about $742mm of Structured Product CDOs. 

There is currently limited liquidity and price transparency in this space. 

■ Secondary SPG Trading Book 

• Short positon of $2.45bn of which $XX is in single A or Lower Mezz 
tranches of CDOs 

• We are specifically concerned about the basis risk between the short in 
this book and the warehouse collateral. Although they are the same 
product, there is limited overlap between the two books. 

* Various other risks 
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Mortgages CDO Origination 

Retained Positions 


• The desk holds $4.262bn in Retained positions related to CDO Debt and Equity 

■ The desk is most concerned about the CDO''2 positions, which is comprised of 
the recent Timberwolf and Point Pleasant transactions. Details listed below: 



Point Pleasant 
Pcrint Pleasant 
Point Pleasant 
Point Pleasant 
Point Pleasant 
Point Pleasant 


* Notional and Madtet Value in MMs 
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SorJis 


Mortgages CDO Origination 

Timberwolf I CDO^^: Overview of Capital Structure 


HG.AB8 
COO <14%) 
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Redacted Me PennaneRt 
Subcommittee on Investigattoiu 


Mortgages CDO Origination 

Warehouse Positions 


■ The desk holds $1.458bn in Warehouse Collateral related to 4 CDO 
transactions 


• Current valuation policy is lower of mark to model or cost. As securitization is 
no longer a viable exit, the warehoused collateral will be marked to market on 
an individual basis. 


• Biggest driver of the marked to market is the $742mm Special Product CDO 
collateral which has limited price visibility 

■ Details of the Warehouse Collateral are represented below: 


Sector 

Mailiet Value 

ProDosed Made 

RiL impact 

WKKktm 

RMBS-Other 

s 

183.7 



RMBS'SUipfime 

341,3 



SPCOO 

741.8 



roM 

1.4Sil 
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Mortgages CDO Origination 

Secondary SPG Trading 


• Over the past year the Secondary trading desk has built a short positon of 
2.4bn in Single A or below Structured Product CDQs 


■ During this time period, Single A CDO prices are ~20-25pts lower (from $100 to 
$75-80) 


• As the market for securities in this space has declined, the desk has realized a 
profit of $XX 

■ Ytd-$XX 
• Mtd-$XX 

■ Wtd-$XX 


GS MBS-E^)10952337 
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DeskEsdnnBte 

OonIrallerEsliiTBle 

SubprirtB Residuals 

(4C!itD(5q) 

© 

/>ltARssduals 

G2^to(3C!) 

8 

Second Lien Residusis 

C21) 

TBD 

l-B-CXIFfeidual 

© 

© 

aralch end Cert Residels 

(5) 

© 

Saatch and Ctert Loans 

TBD 

TBD 

CCSOLtaSon 

100 to 125 

100 to 125 
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Mortgages CDO Origination 

coo Origination Risk vs. SPG Trading Risk 


Origination - Long 2.6bn of CDO Risk 


■ Our CDO''2 collateral was ramped prior to the market widening and marked 
to model - average ramp period is 6-9 months 

• Our CDO''2 deals, Timberwolf and Point Pleasant, priced in March with 
demand only for the super senior tranche 

> The complexity of the CDO''2 product and the poor demand for CDOs in 
general has made this risk difficult to sell and the desk expects it to 
underperform 
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Mortgages CDO Origination 

Action Steps 


Unwound the warehouses 


• Formed three independent teams to value retained positions independently 

• David Lehman & Michael Swenson (SPG Trading) 

• Will Roberts, Gerald Ouderkirk, Doug Weaver (SCT Trading) 

• Dedicated strat support, led by Elisha Wiesel 

• Distribution team headed by Stacy Bash-Polley and Scott Wisenbaker 
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8;i»-|is , 


Mortgages CDO Origination 

Overall Recommendations (in MMs) 


Retained Positions 
-CDO Debt 


Warehouse 

Total 
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Appendix 
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Mortgages CDO Origination 

CDO Debt - Retained Positions 
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“ * Redacted by the Permanent 

Safacoremittee on investigations 


Mortgages CDO Origination 

CDO Equity - Retained Positions 



ts 
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(itllllliiOil 

8:u-}is 


Mortgages CDO Origination 

Timeline - Timberwolf & Point Pleasant 


• Timberwolf (Grevwolfi 

■ 7/21/06 - Engagement letter signed 

■ 9/5/06 - Warehouse begins ramping 

• 12/13/06- Warehouse 50% ramped 

• 3/2/07 - Revision to engagement letter - Greywolf commitment to purchase 
BBS and single A tranches 

• 3/13/07 - Pricing 

■ 3/27/07 - Closing 

■ Point Pleasant /Dillon Read) 

• 6/2/06 - Engagement letter signed 

• 9/14/06 -Warehouse begins ramping 

• 12/14/07 - Warehouse 50% ramped 

■ 3/5/07 - Commitment letter signed with Natixis for Super senior 

• 4/10/07 - Pricing 

• 4/18/07 -Closing 

16 
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Mortgages CDO Origination 

Distribution 
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= Redacted by the Pemanent 

Subcommittee 00 Investigatioiis 


Mortgages CDO Origination 

Distribution (cont) 
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From: Montag, Tom 

Sent; Thursday, May 1 7, 2007 1 1 :01 AM 

To; Sparks, Daniel L 

Subfect: Re: Ostrem is resigning 


1 meant behind the times. No hedging incredibly long buildup times etc 

Original Message 

From; Sparks, Daniel L 

To: Montag, Tom 

Sent! Thu May 17 10:19:31 2007 

Subject: RE: Ostrem is resigning 

We weren't elephants, but we were big participants 

Original . Message 

From: Montag, Tom 

Sent: Thursday, May 17, 2007 10:11 AM 

To: Sparks, Daniel L 

Subject; Re: Ostrem is resigning 

Is that how others do it now? Were we an elephant? 

Original Message 

From: Sparksi Daniel L 

To; Montag, Tom 

Sent; Thu May 17 09:20:06 200? 

Subject: RE: Ostrem is resigning 

David runs secondary trading with josh and awenson - david's focus is cobs and 
correlation. 

I brought him 1 to run this. 

This business will be much more opportunistic and bespoke than helping managers grow 
assets under mgmt and taking out arb profits 

--Original Message—— 

From: Montag, Tom 

Sent: Thursday, May 17, 2007 9:15 AM 

To: Sparks, Daniel L 

Subject: Re: Ostrem is resigning 

I don’t know lehman. Where was he is this. Also how r u changing how u run it . 

— — Original Message — 

From: Sparks, Daniel L 

To: Montag, Tom 

Sent; Thu May 17 08:58:26 2007 

Subject! RE: Ostrem is resigning 

1 told him this week he and his group now report to David Lehman. He feels his opportunity 
set is done here and wants to go to explore the buy side. 

Rosie was involved overseeing structured product cdo business until first couple months of 
2007, but I think the market and business have changed dramatically. I think having David 
Lehman run it in conjunction with correlation is the right thing to do at this time. 
Swenson will help. Coordination with rosie on deals contemplated will continue, but we 
will run the business very differently. At some point it could make sense to aggregate it. 


Original Message- 

From: Montag, Tom 
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Sent: Thursday, May 17, 2007 8:43 AM 

To: Sparks, Daniel L 

Subject; Re; Ostrem is resigning 

Why shame or difference of opinion or Bring rosie back? 

Original Message 

From: Sparks, Daniel L 

To: Mullen, Donald; Montag, Tom; Salame, Pablo 
Sent; Thu May 1? 08:06:18 2007 
Subject; Ostrem is resigning 
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From: Egol, Jonathan 

Sent: Saturday, May 19, 2007 5:02 PM 

To: Lehman, David A. 

Subject: Re: congratulations, but seems like you have a lot ofworK ahead of you. 


I should add altius 3 is a doozy as well. I'll spare you the detailed list. 

Original Message 

From: Egol, Jonathan 
To: Lehman, David A. 

Sent: Sat May 19 16:50:49 2007 

Subject: Re; congratulations, but seems like you have a lot ofwork ahead of you. 

I know what he means. If you talk to people knowledgeable about cdos, you will find that 
external perception of GS franchise in this space is much lower than Sparks and Sobei 
believed. Over last 2 years, GS is perceived to be a bottom quartile abs cdo underwriter 
and to have done several poor deals. There is a reason Pete didn't sell much paper. The 
fact that pete was basically giving money away in these no-fee principal deals and could 
still only get TCW, GSC (both street vdi — e managers) and some start up managers to work 
with GS is a stain that will take time to remove. The HG deals in particular are very 
poor. I thought the aladdin deals had some potential but fortius 2 is going to be a real 
mess. 

These are not just my views — they are from customers whose views resonate in the market. 
Sales people have just been too timid internally or not engaged enough with their accounts 
to provide accurate feedback. It pains me to say it but citi, ubs, db, lehman and ms have 
much stronger franchises — among large dealers only ML is more reviled than ostrem's 
business. Ironically citi cort (karman) tainted citi on the lacerta (magnetar) deal and 
ms/ubs tainted themselves with the ms prop non-amortizing cr-p. It's ironic that leh lost 
a lot of their senior guys given that they largely kept their noses clean. So there is an 
opportunity for us but it will not be business as usual for a LONG time. The problem is 
that the best perceived managers (le ellington) are working with other houses. 

Original Message 

From: Lehman, David A. 

To: Egol, Jonathan 

Sent:. Sat May 19 14:26:06 2007 

Subject: Re: congratulations, but seems like you have a lot ofwork ahead of you. 

What do u thk he means by "lot of work to do"? 


David A. Lehman 
Goldman, Sachs ■& Co. 

85 Broad Street I New York, NY 10004 
Tel: 212-902-232? i Fax: 212-902-1691 
e-mail; david.lehntan@gs.com 


*•*•■**«• As ftneeiieot 
SebceaiaMHf oa Ismt^ttoss 


Original Message 

From: Egol, Jonathan 
To; Lehman, David A. 

Sent: Sat May 19 13:32:58 2007 

Subject: Re: congratulations, but seems like you have a lot ofwork ahead of you. 
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Why fwdlng? His was one of the emails I exchanged after pete left. 

Original Message 

From: Lehman, David A. 

To: Egol, Jonathan 

Sent! Sat May 19 09:29 j50 2007 

Subject; Fw: congratulations, but seems like you have a lot ofwork ahead of you. 


■ Redacted Mw PcrmsneDt 

Suteommittcc os iRvatigations 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street t New York, NY 10004 
Tel: 212-902-2927 | Fax: 212-902-1691 

e-mail : david. lehman0gs . com 



Original Message 

From: Henriques, Michael <Michael. Henri que56inagnetar.com> 

To: Lehman, David A. 

Sent: Fti May 18 13!33!54 2007 

Subject: congratulations, but seems like you have a lot ofwork ahead of you. 
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From: 

Sent: 

To: 

Cc; 

Object: 


tehman. David A. 

Thursday. May 24. 2007 8:32 AM 
Aiiredha, Yusuf; SparKs, Dani^ L 
Wi^nb^er, Scott; Wiesei, Elisha; Saiame. Pablo 
RE; Priority Axes 


Attachments: Final Offerirrg Circular (disclaimed).pdf: rimbervrolf i, Ltd. Marketing Points / Termsheet 

attached {INTERNAL ONLY) {T-Mail); FINAL OC (Distribution).PDF 


i'ii call with levels... still have... 

.245mm Timbenvolf Junior AAA 
107mm Timberwolf AA 
127mm Point Reasant AAA 
35mm Point Pleasant Junior AAA 
50mm Point Reasant AA 

Final OC and internal mkting points below if needed 

Scott Wisenbaker and myself are availatte to get on the prfxjne witii clients. 

We are stil! working on some analysis/dala cuts that we can (M'rwide externally . 


TIMBERWOLF 



Rnal Offering OmberHOlf 1, Ltd. ~ . 
Circular (disd.., Martetin... 


POINT PLEASANT 



FINAL OC 
(Distrib(jtlon).PDP 


Fram: Aiiredha, Yusuf 

Sent: TTwreday, May 24, 2007 2:59 AM 

T«: Ld?man, David A.; ^rics, Daniel L 

Ce Wisenbaker, Scstt; Wiesei, Bisha; Saiame, Pablo 

Sutgect: RE: Priority Axes 

Had two ccmversalions yesterday. 

Pelelon. They have just raised another $1bln for their ABS fund and they are very short the ABX so are naturat 
buyers of our axe. 

LDF. Not experts In this space at all but made them a lot of money in correlation dislocation and will do as 1 suggest. 
Would IHce to show stuff in today if possible. 

Tks. 
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From: 

SfHit: 

To; 

CC 

Subject: 


Uhman, David A. 

Wednesday, May 23, »307 10:4S PM 
Aliredha, Yusuf; ^rics, 0<mlel I 
Ws&iba\cer, Scx^; V^esd, Elisha 
R£: Priority Axes 


See responses betow in RED 


Ftmii: 

Sent: 

To; 

Cc 

Sut^cet: 

Importanos: 


Aiiredlia, Yu»tf 

Wec^test^, Hay 23, 2007 10:23 AM 
Sparks, Dardd L 

L^man, [^d A.; Wsenbater, Scott 
RE; Pric^Axes 


Can I please get some analysis. 

i W7uld need breakeven analysis at whatever price ^ v^nt to show these out. 

I assurne you wit give me certain loss and recovery scenerios on the undedying RMBs bc»ids. Also what 
^sumjDtion are we using to base these sceneiios b^ed on underlying vintages, rating agencies, type of 
colla^ral. 

Elisha’s team is working on this, hope to have something by early next week that we can 
distribute.. .wlii revert ASAP 

Also do we have equity we want to sell packaged with these debt tranches. 

We have several very small pieces of equity but r^thlng substantial that we coufd want to package 
with the AAAs. 

if customers have a specific axe we can address on a case by case basis. 

What Kind of leverage we can provide for a big macro hedge fund. 

~10>15% HC on the AAA and AA positions, client dependent 
Tks. 


Pram: Sperte, Daniel I 

Sent: Friday, May 18, 2007 4:37 PM 

To: Allred, Yusur 

Cc: Lehman, David A.; Wisenbaker, Scott 

Subject; Priority Axes 


285mm Timberwoif junior AAA (40mm circled away) 

lOTmrn Timberwoif AA 

1 27mm Point Pleasant AAA 

75mm Point Pleasant junior AAA {40mm circled away) 

50mm Point Pleasant AA 

Call me to discus levels 
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From: Egol, Jonathan 

Sent: Thursday, April 26, 2007 1 1 :43 AM 

To: Maltazos, George { GSJBW ) 

Cc: Chaudhary, Omar 

Subfect: RE; utopia 

OK on LCM - but can you please be more specific on their potenfiaf size in AUD? 


From! Maltezos, George ( GSJBW ) 

Sent! Thursday, April 26, 2007 11:42 AM 
To: Egol, Jonathan 
Cc! Chaudhary, Omar 
Subject: RE: uh:^ia 

Size would be enough. 

They don't like lion capital as manager 


George Mellezos, CFA 

Executive Director 

Head (^'Structured Asset Solutions 


Telephone 812 33201431 

Facsimile 61 2 8320 1222 

Mobile 

qeorQe.maltezQsaiQs1bw.com 


] 




Sabcwnroitltt on 


From: Egol, Jonathan [mailto:jonathan.egol@gs.com) 

Sent! Friday, 27 April 2007 1:40 AM 
To: Maltezos, George 
Cc! Chaudhary, Omar J - GS 
Subject: utopia 

Very interesting - what kind of size could they be in AUD? Have the given us any feedback on the LCM deal? Just 
curious... 


From: Maltezos, George ( GSJBW ) 

Sent! Thursday, April 26, 2007 10:15 AM 
To! Egol, Jonathan 

Cc; Chaudhary, Omar; Carrett, Paul ( GSJBW ); Harris, Kate ( GSJBW ); Rolleston, Jereny { GSJBW ) 
Subject: utopia 

Jon, 

i think i found white elephant, flying pig and unicorn all al once. 
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The material AAA-A buyer in Australia c«x^ be OAKVALE....but it must be in Aussie Dollars, so abacus is 
the answer. They also like Basis as a manager. Ttiey coukJ underpin the deal. 

They liked the two Ideas: 

1 - US ABS sft-ategy, either CDO-sqd or Mezz ABS..J would say Basis can do CDO-sqd better 

2 - US CLO and CRE strategy.,. again CLO artd CRE CDO product only is my suggestion 

Can you map out what the cap structure looks like? 

! am assuming Basis and QS coutd take down equity. 

I am assuming Basis could take down B6 & BBS. 

I am assuming other investors in Aus could lake dwn A-B8B part of cap structure. 


I have not spoken to Basis, yet, but I think they would be OK. 
gm 


» Reda^edbythePennaneet 
Sabcomfflhteeon investigations 


George Meliezos, CFA 
Exaojtiva Director 
Head oi Strucbired Asset Solutions 
Telephone 612 9320 14S1 

Facsimile 612 9320 1222 

Mobile 61 

g.e<3rga.malt&zos.@gsjbM:.£o.m 



Fixed Income, Currency and Commodities 
Goldman Sachs JBWare Pty Ltd 

Level 46 

Governor Phillip Tower 
1 Farrer Place 
Sydney NSW 2000 
Australia 


Risk Factors: An investment in the securities presents certain risks, please see the Preliminary 
Offering Circular for a description of certain risk factors. 


Disclaimer: This material has been prepared specifically for you and contains Indicative terms 
only. All material contained herein, including proposed terms and conditions are for discussion 
purposes only. Finalized terms and conditions are subject to further discussion and 
negotiation. Goldman Sachs shall have no liability, contingent or otherwise, to the user or to 
third parties, for the quality, accuracy, timeliness, continued availability or completeness of 
the data and information. Goldman Sachs does not provide accounting, tax or legal advice; 
such matters should be discussed with your advisors and or counsel, In addition, we mutually 
agree that, subject to applicable law, you may disclose any and all aspects of this material 
that are necessary to support any U.S. federal income tax benefits, without Goldman Sachs 
imposing any limitation of any kind. 

This communication shall not constitute an ol^r to sell or the solicitation of an offer to buy nor 
shall there be any sale of these securities in any State In which such offer, solicitation or sale 
would be unlawful prior to registration or qualification under the securities laws of any such 
State. These securities are being offered by the Issuer and represent a new financing. A final 
prospectus relating to these securities may be obtained from the offices of Goldman, Sachs & 
Co., 85 Broad Street, New York, NY 10004. 
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From; 

Lehman, David A. 

Sent: 

Sunday, May 20. 2007 8:58 AM 

To: 

Swenson, Michael; Sparks. Daniel L 

Subject; 

Fw: T/wolf and Basis 

Fyi 



Sabeomsiittce on invctt^tions 


Dan, will give u a buzz to discuss after the 10:00 call 


David A. Lehman 
Goldman, Sachs 5 Co. 

85 Broad Street I New York, NY 10004 
Tel; 212-902-2927 | Fax: 212-902-1691 

e-mail; david.lehmanegs.com 


Original Message 

From: Maltezos, George { GSJBW ) 

To: Lehman, .David A. ; Case, Benjamin 

Cc: Chaudhary, Omar; Carrett, Paul ( GSJBW ); Rolleston, Jeremy ( GSJBW ) ? Hams, Kate < 
GSJBW ) 

Sent: Sun May 20 08:16:51 2007 
Subject! T/wolf and Basis 

Fyi-basis are back from their 2 week business trip on Monday. My focus will go to 
timberwoif lOOmm AAA and AA block trade with them. 

Pis confirm you are willing to trade this at 350dm and 450dm respectively and that you are 
not marking these bonds any wider at moment for month end for May. 


George Kaltezos 
Structured Asset Solutions 
Tel : 612 9 320 1431 

Mob : 61 
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f^rom: 

Sent: 

To; 

Cc: 

Subject: 


Lehman, David A. 

Wednesday, May 30, 2007 6:23 AM 
Rosenblum, David J. 

SparKs, Daniel L 

Re: Tlmberwolf - Order from Tokyo Star Bank 


This was 100% tokyo - sugi, omar, + jay 


David A. Lehman 
Goldman, Sachs & Co, 

85 Broad Street 1 New York, NY 10004 

Tel: 212-902-2927 i Fax: 212-902-1691 I Mob: 917-863-4678 
e-mail : david. lehmanSgs . com 


Original Message 

From; Rosenblum, David J. 

To: Lehman, David A. 

Cc: Sparks, Daniel L 

Sent: Wed May 30 06:08:20 2007 

Subject: Re: Timberwolf — Order from Tokyo Star Bank 


.Good job 


Original Message 

From: Lehman, David A. 

To: Sugioka, Hirotaka; Bieber, Matthew G.; FICC-SPCDOGROUP 

Cc: Sparks, Daniel L; Sohra, Bunty; ficc-spgsyn; Chaudhary, Omar; Wisenbaker, Scott 
Sent: Wed May 30 05:54:22 2007 

Subject; Be: Timberwolf -- Order from Tokyo Star Bank 
Done 

Great job 


Redacted by (be Pcrnaiiea! 
Ssbeommi^ oa Invett^tioos 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street i New York, NY 10004 
Tel: 212-902-2927 1 Fax; 212-902-1691 

e-mail : david . lehmanSgs . com 



Original Message 
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From; Sugioka, Hirotaka 

To: Lehman, David A.; Bieber, Matthew G. ; FICC-SPCDOGROUP 
Cc: Sparks, Daniel L; Bohra, Bunty; ficc-spgsynj Chaudhary, 
Sent: Wed May 30 04:53:35 2007 

Subject: Timberwolf — Order from Tokyo Star Bank 


Omar; Wisenbaker, Scott 


Tokyo Star Bank left an order on Timberwolf. 

Class; A2 
Notional: 20nim 
Dollar Price; 83.90 
Trade Date: May 30, 2007 
Settlement: June 4, 2007 

Please confirm we can trade. 


Thanks, 

Sugi 
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From: 

Sent: 

To: 

Subject: 


Wisenbaker, Scott 

Monday. June 1 1 . 2007 7:10 AM 

Lehman, David A.; Chaudhary, Omar 

Re: GS Syndicate Strurtured Product CDO Axes (INTERNAL USE ONLY) 


Ok, let's clean up 


sizes - there has been some progress since the earlier version. 


Original Message 

From: Lehman, David A. 

To: Wisenbaker, Scott; Chaudhary, Omar 
Sent: Mon Jun 11 04:16:51 2007 

Subject: Re; GS Syndicate Structured Product CDO Axes (INTERNAL USE ONLY) 

Fine - let's send to all Japan sales then... 

Omar - do you know if Ozawa has had any success w/ mizuho and these positions? 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street i New York, NY 10004 
Tel: 212-902-2927 1 Fax: 212-902-1691 

e-mail: david.lehmanegs.com 


" Redactfri hy the PenmiiieRt 
Subcommittee on Invest^tioca 


— Original Message — — 

From: Wisenbaker, Scott 

To: Chaudhary, Omar; Lehman, David A. 

Sent: Mon Jun 11 03:31:28 2007 

Subject: Re: GS S^mdicate Structured Product COO Axes (INTERNAL USE ONLY) 

Me either need to send to sales in japan or help her understand why there is sensitivity 
re sending 


— • — Original Message 

From: Chaudhary, Omar 

To; Wisenbaker, Scott; Lehman, David A. 

Sent: Mon Jun 11 03:20:50 2007 

Subject: Re: GS Syndicate Structured Product CDO Axes (INTERNAL USE ONLY) 

We have been doing the targeted discussions but Ozawa-san is saying that we need it to go 
more broadly to all Sales at least in Japan. Given her request twice now and her help in 
getting focus, think we should at least push this in Japan. 


Omar Chaudhary, Goldman Sachs Japan 


PermsHCBt Subcommittee on Investtgations 
Wail Street & The Financial Crisis 
^^^Repor^ootnot^2112^^^ 
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Tel: +81 3 6437-7198 
Mob: +81 90 9977-1190 

Original Message 

From: Wisenbaker, Scott 
To: Lehman, David A. 

Cc: Chaudhary, C®iar 

Sent: Mon Jun 11 16:14:52 2007 

Subject: Pw: GS Syndicate Structured Product CDO Axes {INTERNAL USE ONLY) 

Know there was sensitivity w sending this out, but asia sales management asking again. Do 
you want to consider sending more broadly for asia sales or do you want to stick with the 
more targeted approach? 

Omar, do you think the broader approach will result in additional interest? Or can we get 
the same results by having additional conversations with salespeople that cover accounts 
that could care? 

I would lean towards the more targeted approach (share more info with sales and accounts 
when they tell us what risk they could have appetite for), but open to discussing. 


Original Message 

From: Chaudhary, Omar 

To: Wisenbaker, Scott; Sugioka, Hirotaka 
Cc! ficc-spgsyn 

Sent: Mon Jun 11 02:58:21 2007 

Subject: Re: GS Syndicate Structured Product CDO Axes (INTERNAL USE ONLY) 
Fumiko ozawa (pmd) on behalf of all japan sales 


C^r Chaudhary, Goldman Sachs Japan 
Tel; +81 3 6437-7198 
Mobs +81 1 


_ — — Original Message 

From; Wisenbaker, Scott 

To: Chaudhary, Omar; Sugioka, Hirotaka 

Ccj ficc-spgsyn 

Sent: Mon Jun 11 15:26:39 2007 

Subject: Re: GS Syndicate Structured Product CDO Axes (INTERNAL USE ONLY) 

As of now, we can not send out. Who is asking for it? Who do they want to send to? 


— - — Original Message — 

From: Chaudhary, Omar 

To: Wisenbaker, Scott; Sugioka, Hirotaka 
Cc: ficc-spgsyn 

Sent: Sun Jun 10 21:23:35 2007 

Subject: Fw; GS Syndicate Structured Product CDO Axes (INTERNAL USE ONLY) 

Are we still restricted to send these out daily? Sales mgmt in japan asking for us to 
share this. . . 


Omar Chaudhary, Goldman Sachs Japan 
Tel; +81 3 6437-7 196 
Mob: +81fHHHBBHHi 


> Redacted by the Permanent I 
Sabcommittee an InvttftigatioRS I 
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Original Message 

From: Sugioka, Hirotaka 

To: Chaudhary, Omar 

Sent: Mon Jun 11 10:20:45 2007 

Subject: FT?: GS Syndicate Structured Product CDO Axes (INTERNAL USE ONLY5 


From: Wisenbaker, Scott 

Sent: Tuesday, May 15, 2007 10:00 PM 
To: ficc-spgsyn 

Subject: GS Syndicate Structured Product CDO Axes (INTERNAL USE ONLY) 

until posted otherwise, please do NOT send out the SP CDO axe positions. 

we are working through distribution strategy given the new reporting lines for the 
mtg business and people want to be comfortable with the plan before pushing forward 


From: GS Syndicate 

Sent: Tuesday, May 15, 2007 3:41 AM 

To: ficc-london-spgsales 

Subject: GS Syndicate Structured Product CDO Axes (INTERNAL USE ONLY) 

INTERNAL USE ONLY 

Bloomberg ticker Tranche Deal Manager // Surveillance / Liquidation Agent Class 
Mdys S&P Deal Type Size 

ANDY 07-lA AlA SS AAA Anderson Mezz Funding Goldman Sachs A-la Aaa AAA 

Mezz $130,000,000 

ANDY 07-lA AIB SS AAA Anderson Mezz Funding Goldman Sachs A-lb Aaa AAA 

Mezz $51,000,000 

PTPLS 07-lA A1 Mezz AAA Point Pleasant 2007-1 Dillon Read A-1 Aaa AAA 

Single-A, CDO"2 $125,000,000 

TWOLF 07-lA A2 Mezz AAA Timberwolf I Greywolf Capital A2 Aaa AAA 

Singie-A, CDO'‘2 $100,000,000 

PTPLS 07-lA A2 Mezz AAA Point Pleasant 2007-1 Dillon Read A2 Aaa AAA 

Single-A, CD0''2 $75,000,000 

FORTS 06-2A A2 Mezz AAA Fortius II Aladdin Capital A2 Aaa AAA Mezz 

$25,000,000 

TWOLF 07-lA 8 AA-Rated Timberwolf I Greywolf Capital B Aa2 AA 

Single-A, CD0^2 $107,000,000 

PTPLS 07-lA B AA-Rated Point Pleasant 2007-1 Dillon Read B Aa2 AA 

Single-A, CDO''2 $50,000,000 

ANDY 07-lA B AA-Rated Anderson Mezz Funding Goldman Sachs B Aa2 AA 

Mezz $37,700,000 

FORTS 06-2A B AA-Rated Fortius II Aladdin Capital B Aa2 AA Mezz 

$40,000,000 

FORTD 07-lA B AA-Rated Fort Denison Basis Capital B Aa2 AA Mezz 

$7,000,000 

PTPLS 07-lA C A-Rated Point Pleasant 2007-1 Dillon Read C 

Single-A, CDO'2 $10,100,000 

ANDY 07-lA C A-Rated Anderson Mezz Funding Goldman Sachs 

/ Mezz $6,800,000 

GSCSF 06-3GA C A-Rated GSC ABS CDO 2006-3g GSC C A2 

$24,600,000 

ALTS 05-lA C A-Rated Altius I Aladdin Capital C A2 

$10,000,000 

DVSQ 06- 7A C A-Rated Davis Square VII TCW C A2 A 

3 
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$6,000,000 






COOL 

05-lA C 
$660,000 

A-Rated 

Coolidge 

Allianz Risk Transfer C 

A3 

A- Mezz 

ALTS 

05-2A C 
$8,750,000 

A-Rated 

Altius II 

Aladdin Capital C A2 

A 

High Grade 

PTPLS 

07-lA D 

BBB-Rated 

Point Pleasant 2007-1 Dillon Read D 

Baa2 

BBB 


Singie-A, CDO''2 $3,000,000 


DVSQ 06-7A D 

BBB-Rated 

Davis Square VII TCW D Baa2 

BBB 

High 

Grade 


$13,000,000 

GSCSF 06-3GA D 

BBB-Rated 

GSC ABS CDO 2006-3g GSC D 

Baa2 

BBB 

High 

Grade 

$16,400,000 

LOCH 06-lA D 

Singie-A 

BBB-Rated 

$14,000,000 

Lochsong Winchester Capital 

D 

Baa2 

BBB 


ALTS 06- 3A D 

BBB-Rated 

Altius III Aladdin Capital D 

Baa2 

BBB 

High 

Grade 

$5,000,000 

ADROC 05-2A D 
Grade $4,930,000 

BBB-Rated 

Adirondack 2005-2 Clinton Group 

D 

Baa2 

BBB 

High 

HOUT 06- lA D 

BBB-Rated 

Hout Bay Investec D Baa2 

BBB 

High 

Grade 


$2,000,000 

HUDHG 06-IA D 

BBB-Rated 

Hudson High Grade Goldman Sachs 

D 

Baa2 

BBB 

High 

Grade $2,750,000 

ALTS 05-2A D 

$7,250,000 

BBB-Rated 

Altius 11 Aladdin Capital D 

6aa2 

BBB 

High 

Grade 


CAMBR 7A E BB-Rated Cainber 7 Cambridge Place E Bal BB+ Mezz $9,250,000 
Disclaimers 

This memorandum is solely for internal use in the offices of Goldman, Sachs, 
and copies of this memorandum or any portion thereof may not be made available to 
customers or otherwise distributed outside the offices of Goldman, Sachs. If applicable, 
the information contained herein should be considered in conjunction with the prospectus 
or other official offering document relating to these securities which may be subject to 
completion or amendment. 
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From: 

Sent: 

To: 

Subject: 


Chaudhary, Omar 

Thursday, June 14, 2007 1:42 AM 

Montag, Tom 

FYi -- Two Update Emails fw Your Reference 


iB^tachments: ’*QS SP CDO Axes** -- Asa Trade Update {INTERNAL USE ONLY); SPG Asia - YTD 

Production Update (imernal) 


Tom: 

Good seeing you on the desk today, will be sure to stop by in late June when I am back in 
m (will arrange with Iwata-san) , We will continue to crank and will make sure that Sparks 
/ Bunty are posting you with our progress in Asia on the axes. 



«*GSSP CDO 



SPG Asia -YTD 
Production Upd... 


S«« for u^rtAnC rUfc eot»fliet» of «nd ochor torn* and 

conditions rsiating to this «-natl and your callance on Infocnatien contained in It. This message say contain confidential or 
privileged loforoaclon. If you are not the intended recipient, pleaae advise us imsedistely and delete this message. See 
http://ww.gs.ctim/dlaelaimer/Mail/ for further Infometlon on confldentieliey and Che risks of non-secure electronic eonmunlcation. 
Xf you cannot access these links, please notify us by reply message and me will send the concents to you. 


I Permaneiit Subcommitteg oa Invcstteatiorj} 
fVall Street & The Financial Crisis 
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From: Chaudhary, Omar 

Sent; Wednesday, June 13. 2007 8:39 PM ^ 

To; Ozawa, Fumiko; Kengeter, Carsten; Cher, Martfn; Rothery, Simon ( GSJBW ); ficc-w*sa! 0 s- 

honflow; ficc-tk-regionai; ftec-tk-corp-sates: FICC-AEJ-FISALES; ficc-^-sydney 
Cc: Sparks, Daniel L; Bohra, Bunty; Lehman. David A.; Lee. Jay: Sugtoka. Hirolaka 

Subject: **GS SP OCX) Axes" - Asia Trade Update (INTERNE USE ONLY) 


*»liraERl»L USE OKLY** 

Asia Sales! 

we have moved over $25CtaBa of SP CDO axes to accounts in Japan, Australia and Korea over 
the past 2+ tfeeks. These are HUGE orders for the firm as they have helped reduce our 
balance sheet risk and further exhibits the iitportance of the Asia franchise to the global 
Structured Product Group business. Mote that in line with these trades we have paid out 
over $14iara of gross credits -- this is clearly the top focus for us now in SP CDO space. 

Call the SPG Asia desk in Tokyo for updated axes and offer levels. We hope to trade 
another 20+nun of CDO''2 risk with a Japanese account in, the coming week+. Thanks. 


Disclaimer j . , . 

This memorandum is solely for internal use in the offices of Goldman, Sachs, and copies of this memorandum or 
any portion thereof may not be made available to customers or otherwise distributed outside the offices of 
Goldman, Sachs. If applicable, the information contained herein should be considered in conlunctlon with the 
prospectus or other official offering document relating to these securities which may be subject to completion 
or amendment . 
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From: 

Sent: 

To; 

Cc: 

&d)|eet: 


Chauc&iary, Omar 

Wednesday, June 13, 2007 1153 PM 

Mclamaney, Robert; Ueda, Eip 

Sparks, Daniel L; Bohra, Bur^; Lee. Jay; Sugioka, Hirotaka 

SPG Asia ” YTO Production Update (Internal) 


Quick update provided here on gross credit production across both the credit and rates 
sides of the SPG Asia business. 

Bobby / Ueda-san: If you would like us to walk you through the numbers / key trades, 
please let us know. 

• Total SPG Asia Gross Credits Paid (YTD 2006 to 6/13) t US$42. 5nm (vs. aanm in entire PY 
2006) 

• By Region, GC's are dominated by Australia (*■37%), Japan (*■29%) and China (~19%) 

• Japan's production is up strongly YTD at roughly 3x where we were in at FY end 2006 on 
a percentage contribution basis 


Dlsclalner! 

Ibis isemorandu« is solely for internal use in the offices of Goldman, Seehs, and copies of this neioorandum or 
any portion thereof nay not be made available to custoners or otherwise distributed outside the offices of 
Goldman, Sachs. If applicable, the infocaation contained herein should be considered in conjunction with the 
prospectus or other official offering document relating to these securities which say be subject to completion 
or amendment . 
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From: Lehman, David A. 

Sent: Wednesday. June 13, 2007 9:02 PM 

To; Chaudhary, Omar 

Subject: Re: **GS SP CDO Axes** - Asia Trade Update ONTERNAL USE ONLY) 


Thx for sending this out 


' » Redacted by the Perraanent 
Sebcommhtec (hi invetHptNms 


David A. Lehman 
Goldman, Sachs & Co. 

85 Broad Street I New York, NY 10004 
Tel; 212-902-2927 ! Tax; 212-902-1691 

e-mail ; david. lehmanOga . com 


Original Message — - — 

From: Chaudhary, Omar 

To; Ozawa, Fumikoj Kengeter, Carsten; Chet, Martin; Rothery, Simon ( GSJBW ); ficc-tk- 
sales-nonflow; ficc-tk- regional; ficc-tk-corp-sales; FICC-AEJ-FI SALES; ficc-spg-sydney 
Cc! Sparks, Daniel L; Bohra, Bunty; Lehman, David A.; Lee, Jay; Sugioka, Hirotaka 
Sent: Wed Jun 13 20:39:05 2007 

Subject; **GS SP CDO Axes** — Asia Trade Update (INTERNAL USE ONLY) 

**INTERNA1 USE ONLY** 

Asia Sales: 

We have moved over $250mm of SP CDO axes to accounts in Japan, Australia and Korea over 
the past 2+ weeks. These ate HUGE orders for the firm as they have helped reduce our 
balance sheet risk and further exhibits the iin>ortance of the Asia franchise to the global 
Structured Product Group business. Note that in line with these trades we have paid out 
over $14mra of gross credits — this is clearly the top focus for us now in SP CDO space. 

Call the SPG Asia desk in Tokyo for updated axes and offer levels. We hope to trade 
another 20+rom of CDO''2 risk with a Japanese account in the coming week+. Thanks. 

Disclaimer: 

This memorandum is solely for internal use in the offices of Goldman, Sachs, and copies o£ 
this memorandum or any portion thereof may not be made available to customers or otherwise 
distributed outside the offices of Goldman, Sachs. If applicable, the information 
contained herein should be considered in conjunction with the prospectus or other official 
offering document relating to these securities which may be subject to completion or 
amendment . 
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From: C^audhary, Omar 

Sent: Monday, June 18, 2007 7:14 AM 

To: Lehman, David A. 

Sublect: RE: $20mm Point Pleasant trade w/ TK Star Bank 


Yea — he made that clear when he spent almost 20 minutes on the desk with me in TKO last 
week going through every potential lead... 


From: Lehman, Oa^ A. 

Sent: Monday, June 18, 2007 8:14 PM 

To: ChaiKfftary, Omar 

Sobiect: RE: $20mm Prtnt Pleasant trade w/ TK Star Bartc 

Montag vey involved in this fyi 


From: Qaudhvy, Omar 

Sent Monday, lune 18, 20077:13 AM 

To: Ldtman, David A. 

Subject RE: $20mrn Poim Pleasant trade w/ TK Star BarA 

Thx dude 


From: 

Sent 

To: 

Subject 

fyi 


Ltisnan, David A. 

Monday, June 18, 2007 8:12 PM « 

e^, Jonathst; Case, Benjamin; Bleber, Matthew G.; Creed, Christopher J; Qtaudlwry, Omar 
PHi $20mm Point Pleasant trade w/TK Star Baric 


Frenu 

Sent 

To: 

Subject 


Lehman, David A. 

Monday, June 18, 2007 7.‘09 AM « 

M«Ttag, Tom; Sparks, Daniel i; Mullen, Donald; Swensot, Michael; Brafman, Lester R 
820mm Point Pleasant trade w/ TK Star Bartc 


Great Job by Wada-san and Omar Chaudhary + team (again) on our CDO*2 axes 


Tonight we will trade $20mm Point Pleasant Als @ $90.7 to Tokyo Star Bank 

We have I30mm bonds on our books currently f«'iced@ $90.0 so ttiis will be a modest 140k P&L event 


We hope to trade another $20mm of these bonds next week w/ this account 


Goldman, Sachs & Co. 

85 Broad Street I New York, NY 10004 
Td; 212-902-2927 i Fax: 212-493-9681 I 

e-rnaii: david.lehman@gs.com 


David Lehman 

Fixed Income, Currency & Commodities 


Gntdinan 

Sactu 


— — » Redacted by the fermancRt 

Subcommittee oa iavcttigatioiis 


Disclaim^-: 

nits material has been prepared spccificaUy for you by the Goldman Sadis Fixed Income Structured Product 
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From; 

S^t: 

To: 

Subject: 


West. Ariane 

Monday. June 18, 2007 7:41 PM 
Lehman, David A. 

FW : Point Pleasant 07-1 A1 // Tokyo Star Bank (internal use only) 


Who is boc^it^ this trade? The account wants oonfirmaliwi ol some of the numbers. 


From: Sug>(^, HirMale 

Sent: M«>day,3t0ie 18, 20077:10 AM 

To: West, *1ane; y», lung H. 

Subject’ R£; Pchi« Pleasant 07-1 Al // Tokyo Star Bank (inbenal use ordy) 


Thank you for all the support I received. You guys made this happen. 


FTom; l^man, Oavk) A. 

Sent: Monday, line 18. 2007 7:59 PM 

To; Chaudhary, Omar; Wada, itojl (R); Ozawa, RjmHa>; Muramatsu, YasuWre 

Cc: ^rts, U Bohra, Bunty; Lee, lay; Sutfda, ISrotale 

Subject: R£; R]tntPieasant07-l Al//TokyoSearB8nk0ntemaluse only) 

Done - Great job! 

LocA fonrard to more trades in the near future 


From: 

Sent 

To; 

Ce: 

Subject: 


Qiaudhary, Omar 

Monday, June 18, 2007 6:57 AM 

wada, iQjJi (FT); Ozawa, Fumlto; Muramatsu, YasiWro 

Sparks, Danid L; Bohra, Bunty; Ldtman, David A.; Lee, Jay; Sugioka, Hirotaka 

Pofrtt Pleasarrt 07-1 Al // Tokyo Star Bank (internal use only) 


GREAT JOB again in getting the CDO'‘2 trade done with Tokyo Star Bank. This is 
another huge success for the Japan team and one that we are very happy about 
(coordination with Sugi was again seamless). We plan to book the trade tomorrow 
as requested by the client and will supply necessary official details Tuesday 
morning Tokyo time. 

To reward your strong effort and in hopes of the follow on 20mm order from the 
client on this deal, we plan on paying you a total bonus payment of $40 / bond 
(double our §20/bond for AAA's on our axes that are not lower merz AAA). 


We look forward to additional trades from Tokyo Star Bank on our CDO axes. 
Thanlts . 


GS Sells US?20mm PTPLS 07-1 Class A-i 0 90.70 to Tokyo Star Bank (GS Sales' * Koji 
Wada) 

Trade Date: June 19, 2007 
Settle Date: June 26, 2007 (T+5) 

Offering Form: Reg S 
Ticker; PTPLS 2007-lX Al 



"I ■ Redacted tbc Permanent 

Subcommittee on InvntigaticHU 


Disclaimer: 

This memorandum is sole 


of Goldman, Sachs, and 


PermaBewt Subc&amittte pn Investiaationjs 


Wall Street & The Financial Crisis 
Report Footnote #2119 
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From: Ricciardi, Steven 

Sent: Monday, August 20, 2007 7:38 AM 

To: Shimonov, Roman; Creed. Christopher J 

Cc: ficc-spcdo-trading; Kang, Connie; Bieber, Matthew G.; Kleinert. Katelyn; Hornback, Joseph 

Subject: RE: Twolf super seniors (irftemal) 


Ready to pid^ this up this morning when you are. Give a rir^ - thanks 


Prmi: Ricxianli, Steven 

Sent: Biday, 17, 2007 48i9 PM 

To: aiimaiov, Roman; Creed, Qirtetopher 2 

Cc: fla-^JCdtHrading; Kang, Connie; Bieber, MaOJiew G.; toanert, Katelyn; Hombad^ Joseph 

Subj«ft: RE; Twolf super SQiio? (intern^) 

OK. SO the A1B and A1C are no-PiK and the Alb basically has NAV of 100 {assuming $30 for assets) and Ale of 
pretty much nothing ( an iO ) regard!^ of rating agency timing (right?) ... 

..until it goes EOD( what makes it go EOD, senior test < 1.0 ...or. is it not having enough I/C to cover a no-PIK bond 
? ] { v^at remedies an EOD ? } 

So. effectively, is the way to look at the Ale as if it’s equity and PV the cash flows of forward LIBOR at the 
desired rate ? Granted, the call option may have value, but today it doesn’t right? 


From: Shimonov, Roman 

Sent; Friday, 17, 2007 4:17 PM 

To: Deed, Chrlsto^^ J; Ricdardi, Steven 

Cc: ficc-spcdo-tredlrq; l^ng, Connie: Bieber, Matthew G.; KIdnert, Katelyn; Hornback, Jose;^ 

Subject: RE: Twolf super Mniors (internal) 


Ratings- based haircuts apply to assets rated In the BB, B. and CCC ratings categories by S&P and to assets 
rated in the Ba, B. and Caa ratings categories by Moody's. 

For this deal, all double-B rated are carried at 90% of par. all single-B rated assets are carried at 70% of par. and 
all triji^e-C rated assets are carried at 50% of par. 

Attached file shows how much par of assets needs to be downgraded to doitole B, or single B, of triple C ratings 
categories before each of the OC tests would fail (internal use only. The way v/e derive the numbers may be 
explained verbally). For example. $296,320,000 par of assets would need to be downgraded to double-B 
category before the Class A/B OC test wrould breacJi. 

Finally, I added ratings info to the file Chris sent earlier. 

« File; Tlmberwoif I- OC Cushions Calcs 2007-08-l7.xls » « File: Timbefwolf.xls » 


Frwn: Creed, Christopher J 

Smt: Friday, August 17, 2007 3:27 PM 

To: Ricciardi, Steven 

Cc: ficc-spedo-bading; Kang, Connie; Shimonov, Roman; Bieber, Matthew G.; Wetnert, Katelyn; Hombaefy Joseph 

Si^ject: RE: TVvDif super serflors (internal) 

no • the A1B/C have their prorata share - it is the S. A-1A, A1B, AlC and A1D... 

Yes - NPV as in mid-makret value (bidside value is 10. litereally. 

Yes - we can show an NPV wifi send your way. 

Romo - can you go over the rating based h/c and o/c tests pis? 


Ricdardi, Steven 
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Sent: Riday, August 17, 2007 3:26 PM 

To: Creed, ChrtstOf^wr J 

Cc! ficc-^dO'trading: Kang, Cormfe; SMmcmiTir, Romm; Bieber, Matthew G.; Kl^net, Ka^yn; Hombacit, Joseph 

Subject: RE: Twotf seni«s (ifKemal) 

Hhink it helps, not sure though... 

So. the A1B and A1C have no vote in EOD ? 

When you say the NP V is 20-30. is that the breakup value today / is that why you say A1 C has cal! option 
value ? . 

(can we show an NAV analysis/priced portfolio ?) 

Save me the trouble of figuring this out.. ..what are the ratings-based h/c to o/c tests ? 


From: Creed, Christtpher 3 

Senb Friday, August 17. 2007 1:31 PM 

To: Ricdmdi, SteNren 

Cc: ficc-^cdo-trading; Kang, Cmrte; Shimonov. Roman; Bitixr, Matthew G. 

Subject: RE: Twolf »jper smiors (bitem^) 

(1) HgqDpy to provide analysis - we have sent out, as an example, different look Uirough analysis, credit 
support analysis, and (I believe) M2M on the portfolio. Happy to provide some/ali. The problem is that 
compliance has asked that we get exactly what the dient wants mn (i.e. this asset at this sp^, w/ this 
default). I suggest we discuss best way to provide Uiis info. 

(2) Duration - Yes. we are looking at the price as the following, the sum of (1 ) and (2) 

(1) Probability of Principal Repayment •> the NPV of the deal is something like 20-00/30-00. So, 
that deal has a good prdjabliity of some prin, and a g(^ value on the c^l option; A1C has no Mkl Value 
coverage Oirrently, but has some value to the call option. 

(2) PV of interest payments • both are very high in the interest waterfall and covered by a PiK 
swap Oiat covers the deal for 2 years after the assets begin to PIK - and since the deaf is certainly not 
callable, the deal diould continue to pay interest until (1) maturity or (2) an Event of Default offurs and 
the controlling class calls it and WANTS to liquidate the deal.,, (the controlling class is the S*1 and A-lA. 
B, C. and D) and the you need approval of 66.67% of the holders voting in aggregate to do this. 

Does that help? 


From: Rjccisrdi, Steven 

Sent: Friday, August 17, 2007 1:20 PM 

To: Creed, Cbnstopher J; WiUjams, Geofftey 

Cc: ComaccMa, Thomas; ^rVs, Oaniti L 

Subject: R£; Twolf super seniors 

What analytics can we use in marketing this ? 

What are you calling the duration.. .or. is it simply just evaluating an 10 ? 
Need a little guidance... thanks 


From: Comacchia, Thomas 

Sent: Friday, August 17, 2007 11:37 AM 

To: Rjcciardi, Steven 

Subject: FW: Twolf super seniors 


From; 

Sent: 

To: 

Cc: 

Subject: 


Sweison, Michael 

Friday, August J7 , 3007 10:54 AM 

Ccvnacchia, Thomas 

Sparta, Daniet L; Creed, Chrlsto^^xr 3; Williams, Geoffrey 
Twoif super seniors 


Description ^ount Offer Att/Dtch 

TWOLF 07-lA AIB 200mm 60-00 70-90% 
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TWOLF 07r-lA AlC lOOiran 45-00 60-70% 


« File: Timberwoif - Final Offering Circular (disclaimed) .pdf » 


Gotdn»n, Sachs & Co. 

85 Bread Street ] Naw York. NY 10004 _ 

212 902 5090 { mobile: -t-1 91 212 428 9761 

e-mai: iTwhaei.&w«is«i@gs.core 

Cioldnian 

Sacks 

MichselJ. Swenson 

Fixed incnne, Currwicy & Commodilies 


C Cc©yri^ 2007 Tlie GoMmwi Sachs Groiei. Inc. AB risMs reseived. Sea fcl ^ 

sslesandtrsdng.html for important ndi diselouire. cofiflictB of interest and other twins «)d cohdtions iidatingto Urn e-tnwl and 
your reHance on information contmed in it This masala may eontain confidentiiri or privilsgad inhemation, K you are not Uw 
intended rewent, ptease advise us immedwtely and delate tNs mesBage. See http://www.as.eam/ifiieiatmw/em8il/ (w further 
infoimation on oonlidentiality and the risks of non-Eecure electronic communication, tf you cannot access these please 
notify us by re^ message ar^ we wiB send the contents to you. 


• RedMted by the PtrraucRi 
Sabcoamittee m InvcsUiatkMa 
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From: Chaudhary, Omar 

Sent; Thursday. August 23, 2007 4:22 AM 

To: Lehman, David A.; Lee, Jay 

Cc: Egol, Jonathan; Tourre, Fabrice 

Sub|ect; RE: SP CDO/Correlatlon Desk Super Senior Axes *** (INTERNAL USE ONLY) 


Some chance this works for accounts like TMF or Sonpo Japan .(Jon - know we have spent a 
lot of time on the latter in the past) . The only question in my mind is that we have not 
seen many accounts pushing hard to find ways to get short (typically they are long only) . 
That being said, the reality of the current market may have finally sunk in and investors 
may be able to convince their boards how to put on this sort of trade. 

Original Message— — 

From: Lehman, David A. 

Sent: Thursday, August 23, 2007 5:16 AM 

To: Chaudhary, Omar; Lee, Jay 

Cc: Egol, Jonathan; Tourre, Fabrice 

Subject: Fw: *** SP CDO/Correlation Desk Super Senior Axes *** (INTERNAL USE ONLY) 

Your view? 


David A. Lehman 
Goldman, Sachs £ Co. 

85 Broad Street 1 New York, NY 10004 
Tel: 212-902-2927 | Fax: 212-902-1691 

e-ma li : da vid . lehmanQgs . com 


- 1 = 


Ssbc<)mmHtetentov„,jga,io« 



- Original Message — — 

Fiomt Sgol, Jonathan 
Tot Xuga, Kentaro 

Co! Lehman, David A.; Tourre, Fabrice 
Senti. Thu Aug 23 00:12:23 2007 

Subject: Re; SP CDO/Correlation Desk Super Senior Axes *** (INTERNAL USB ONLY), 

OK this could be a fit then if client is ready to do tranche eds with ua. Can you please 
let us know what sort of Information you would find helpful please? We can send on NY 
open. Thanks. 

— — Original Message — - — 

From: Kuga, Kentaro 

To: Egol, Jonathan 

Sent: Thu Aug 23 00:08:58 2007 

Subject,! RE: *** SP CDO/Correlatlon Desk Super Senior Axes *** (INTERNAL USE ONLY) 

believe there is hedge needs on Japanese client side. 

Original Message 

From: Egol, Jonathan 

Sent: Thursday, August 23, 2007 1:04 PM 
To: Kuga, Kentaro 

Subject! Re; *** SP CDO/Correlation Desk Super Senior Axes *** (INTERNAL USE' ONLY) 


Perreawnt Subcommittee on laveitigati&iw 
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We want to write protection, customer would be going short via cds . Does this fit your 
customers? 

Original Message 

From; Kuga, Kentaro 

To: Bgol, Jonathan 

Sent: Wed Aug 22 23:59:16 200? 

Subject; RE: *** SP CDO/Correlation Desk Super Senior Axes *** (INTERNAL USE ONLY) 
money center banki-life insurance con^sany, I think. 


Original Message 

From; Egol, Jonathan 

Sent: Thursday, August 23, 2007 12:57 PM 
To; Kuga, Kentaro 

Subject: Re: *** SP CDO/Correlation Desk Super Senior Axes *** (INTERNAL USE ONLY) 

To whom would you show this please? 

Original Message 

From; Kuga, Kentaro 

To: Egolr Jonathan 

Cc: f icc-tlc-crederi 

Sent: Wed Aug 22 23:54:44 2007 

Subject: RE: *** SP CDO/Correlation Desk Super Senior Axes *** (INTERNAL USE ONLY) 
Hello, Jonathan 

can you send us externally-sendable material pis? 
let’s see reactions from tokyo. 
thanks . 

Ken 


From; Egol, Jonathan 

Sent: Thursday, August 23, 2007 12:31 PM 

To: ficc-mtgsales; ficc-creditsaies; ficc-cdsales-us> ficc-london-spgsales; ficc- 

spgasia; ficc-spgsyn; EUR Traders; ficc-creditmgmt; ficc-creditmgmt-admin; ficc-usspm; 
ficc-spgtradingj ficc-mtgtrd 
Cc 1 f i cc~ spcdo- trading 

Subject: *** SP CDO/Correlation Desk Super Senior Axes *** (INTERNAL USB ONLY) 

INTERNAL USE ONLY 

We. are axed to write outright super senior tranched protection to customers on the 
following two trades: 

* Up to SeOOmm of the 40-100% tranche off of equal-weighted eo-name portfolio 
consisting of ABX 06-1/06-2 BBB & BBB- ("ABX Quadrant") 

* Up to $530mm of the 47-100% tranche off of the ABACUS 2007-18 pure CRE portfolio 
(see below) 

See below for summary of key terms and roar)ceting bullet points. This is a unique 
opportunity for customers to put on super senior shorts in this market environment. 

Our axe is to trade these outright (i.e., desk gets long risk) however we will consider 
trades with deltas upon request. 

Call the desk with any questions or for externally-sendable materials including detailed 
trade terms. 

Thanks in advance for the focus . 

ABX Quadrant 400-100 
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GS offers up to $600inm of super senior protection on 40-100% tranche referencing ABX 
06-1/06-2 BBB and BBB- (80-name portfolio with 40 distinct deals referenced). 

Surroary of key terms: 

* GS writes protection on 40-100% tranche on ABX Quadrant 8 42% upfront, 0.30% running 

* Standard TABX docs other chan reference portfolio 

* Non-call 

Marketing points: 

* Higher dollar price than TABX BBB- 40-100 

* Good convexity 

* Good fit for customers bearish on 06-1/late '05 vintage relative to the 2006 story 
largely priced in the market 

ABACUS 2007-10 47-100 

GS offers up to $530mm of super senior protection on a new-vintage static BB/BBB- CMBS & 
CRE CDO portfolio. 

Surtmary of key terms: 

* GS writes protection on 47-100% tranche in one of two 

(a) 2.50% all running; or 

(b) 2.00% running + 3.50% upfront 

* Protection callable by customer after 3 years 

* TABX-style standard ISDA pay-as-you-go docs 

Reference portfolio summary: 

* ~37% BB conduit CMBS 

* -53% BBB- conduit CMBS 

* 10% A/A- CRE CDO/ReREMICs 

* Majority of CRE exposure is '06/ '07 vintage, everything is 2005 or later 

* Significant portion of CMBS names are included in CMBX 06-1 and CMBX 06-2 

Marketing points: 

The offering gives accounts the opportunity to buy out-of-the-money protection in 
significant size on a leveraged CRE portfolio. Potential benefits: 

* Good convexity 

* Low negative carry cong)ared to an outright CMBX short against similar 
vintage/ratings 

Compare to CMBX 06-2 BBB- offered 6 -500 bps p.a. versus our protection offering for half 
the running cost. 


formats : 


_• lUdMtMlbydicPcfaiMnit 

SebconiiBittN w iBvcsUgstNms 


Goldman, Sachs & Co. 

85 Broad Street I New York, NY 10004 

tel: 212 357 3349 | mobile: +1 917 \ fax: 212 428 1247 

e-mail: jonathan.egol 8 gs.com 

Goldman 

Sachs 

Jonathan M. Egol 
Structured Products Trading 


© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. 

See http://www.gs.com/disclaimer/email-salesandtrading.htmi for in?}ortant risk disclosure, 
conflicts of interest and other terms and conditions relating to this e-mail and your 
reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
innnediately and delete this message. See http://www.g 5 .com/disclaimer/email/ for further 
information on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 

3 
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From: Resnick, Mitchell R 

Sent: Tuesday, August 21, 2007 8:18 PM 

To: Lehman. David A.-, Chaudhary, Omar; Creed, Christo|*er J; VWiliams, Geoffrey 

Cc: Lee, Jay; Sugioka, Hirotaka; Sparks, Daniel L 

Subject: RE: Do you have cdo secoudary InveiUory? 


FYI - the coramittee name is Structured Investment Product Committee. I know Pablo is one 
of the heads of the committee, not sure of the other members. 

Original Message 

From: Lehman, David A. 

Sent: Tuesday, August 21, 2007 2:17 PM 

To: Chaudhary, Omar; Creed, Christopher J; Williams, Geoffrey 

Cc: Resnick, Mitchell R; Lee, Jay; Sugioka, Hirotaka; Sparks, Daniel L 

Subject: RB; Do you have cdo secoudary inventory? 

Spoke with Sparks about this 

Given the complexity of the product, we would like to handle this on a client by client 
basis 

To the extent PWM has specific clients in mind, we would request the name of the client 
and a brief description (i.e. total assets, trades we have done in the past, etc) 

We will then get the necessary sign-off 

— - — Original Message 

From: Chaudhary, Omar 

Sent; Tuesday, August 21, 2007 6:09 AM 

To; Creed, Christopher J; Lehman, David A.; Williams, Geoffrey 
Cci Resnick, Mitchell R; Lee, Jay; Sugioka, Hirotaka 
Subject; RE; Do you have cdo secoudary inventory? 

Thank you 

——Original Message— — 

- From; Creed, Christopher J 
Sent; Tuesday, August 21, 2007 11; 09 AM 

To; Chaudhary, Omar? Lehman, David A.; Williams, Geoffrey 
Cc; Resniok, Mitchell R; Lee, Jay; Sugioka, Hirotaka 
Subject: Re; Do you have cdo secoudary Inventory? 

It is an ficc committee. Will talk to con^liance this am and revert back. 

Original Message 

From; Chaudhary, Omar 

To; Creed, Christopher J; Lehman, David A.; Williams, Geoffrey 
Cc; Resnlck, Mitchell R? Lee, Jay; Sugioka, Hirotaka 
Sent; Tue Aug 21 05:48i59 2007 

Subject: RE; Do you have cdo secoudary inventory? 

Eric Lane or Peter Kraus in GSAM? 

Original Message- 

From: Creed, Christopher J 

Sent: Tuesday, August 21, 2007 10:48 AM 

To: Chaudhary, Omar; Lehman, David A.; Williams, Geoffrey 
Cc: Resnick, Mitchell R; Lee, Jay; Sugioka, Hirotaka 
Subject: Re: Do you have cdo secoudary inventory? 
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My current understanding is we are prohibited from offering cdo paper to all pw clients, 
even teg-a pw clients. 

I had this discussion with horvath last vreek. To change this, we would have to petition 
the conanittee that oversees such things {vrtiose aaioe escapes me right now) . 


Original Message 

From; Chaudhary, Omar 

To: Lehman, David A.; Creed, Christopher J; Williams, Geoffrey 
Ccj Resnick, Mitchell R; Lee, Jay; Sugioka, Hirotaka 
Sent: Tue Aug 21 05:11:26 200T 

Subject: FW: Do you have cdo secoudary inventory? 

Secondary CDO Team: 

See note below from the PMD who runs Corporate / PWM Sales in Japan. Can you let us know 
if we are ok to offer ABS CDO debt pieces to PVfM clients that are ok under Reg S as QP's, 
if we need to follow up with Jordan Horvath in HY Con?>liance and if we are ok if you can 
share the latest fresh offering sheet. Thanks. 


From: Yokote, Shinichi 

Sent: Tuesday, August 21, 2007 3:58 AM 

To: Chaudhary, Omar 

Cc; Reanick, Mitchell R; Lee, Jay 

Subject: RE; Do you have cdo secoudary inventory? 

Thanks Omar 

We will be clear that they ate either QIB or QP eligible buyers of notes that are 
issued according to either Rule 144a or Reg S. 

Do you tell me what is CDO's secondary market level? 


From; Chaudhary, Omar 

Sent: Tuesday, August 21, 2007 5:48 PM 

Toj Yokote, Shinichi 

Cc: Resnick, Mitchell R; Lee, Jay 

Subject: REi Do you have cdo secoudary inventory? 

Yokote- san: 

Thank you for your email. We can share an a confidential basis some of cur CDO axes. 
Before that, we need to confirm that the clients we are targeting tor these products are 
clear to buy these (namely that they are either QIB or QP eligible buyers of notes that 
are Issued according to either Rule 144a or Reg S) . 

We have some interesting offers of mainly ABS CDO's that we could consider; not sure 
we have lOpt QC trades but there is some chance we have some trades that are high margin 
and appropriate for your clients. 

Note that I am in London this week and Jay is on holiday; my colleague Mitch Resnick 
is on the desk and can speak to you live on this matter. 


From: Yokote, Shinichi 

Sent: Tuesday, August 21, 2007 9:21 AM 

To: Chaudhary, Omar 

Subject; Do you have cdo secoudary inventory? 

Pwm soles guys told me thot if you have cdo secondary os inventory, they wont to sell 
them to their clients. i. ..o 

Do you have cdo’s inventory and is there distress sales in cdo's market? 
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, We want to trade lOpts profit. 


«- 

TEL 03-6437-7221 
PAX 03-6437-9705- 

® Copyright 2006 The Goldman Sachs Group, Inc. All rights reserved. 
14>http: //WWW. gs.com/ disclaimer/salesandtrading/ japanese.html 

^{zit. feuai'^ u±{f^-ro 

■?■2i^SI^H■^■SUX^7^c;|gLT{^^ http; //WWW. gs .cewi/diaclainusr/email/japanese.htnil 

. attU'C]a<j:dfc'Sit'SU^T 0 

•^Tut^-ro 
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From: 

Sent: 

To; 

Subject: 


Lehman, David A. 

Tuesday, August 28, 2007 7:05 AM 
Creed, Christopher J 

RE- Japan PWM Client interest in ABS CDO Ontema! use only) 


xoxo 


Original Message 

From; Creed, Christopher J 

Sent! Tuesday, August 28, 2007 7504 AM 

Toj Lehman, David A. 

Subjects Re: Japan PWM Client Interest In ABS CDO (internal use only) 

Ldl. Have info on this. 

Original Message - 

From: Lehman, David A. 

To: Horvath, Jordan ^ 

Cc: Lee, Jay; Sugioka, Hirotaka; Bohra, Bunty; Creed, Christopher J; Chaudhary, Omar; 

Williams, Geoffrey 

Sent: Tue Aug 28 07:02:54 2007 

Subject; RE: Japan PWM Client Interest in ABS CDO (internal use only) 

Jordan - Would like to discuss ASAP 

Japan PWM would like to show some CDO axes to select QIB investors (see detail below), two 
of which have traded this type of risk before 

What do we need to do on our end to get this approved? 


From:, Chaudhary, Omar 

gent: Monday, August 27, 2007 7:31 PM 

To: Horvath, Jordan; Creed, Christopher J; Lehman, David A. 

CCS Lee, Jay; Sugioka, Hirotaka; Bohra, Bunty 

Subjects Japan pwm Client Interest in ABS CDO (internal use only) 

FYX — see notes below on both Japan PWM Con^jliance and the fact that at least 2 of 
the accounts have purchased ABS CDO equity away from GS in either debt or equity tranches, 
Thanks . 


From; Kagawa, Yuichi 

Sent: Tuesday, August 20, 2007 8:24 AM 

To: Chaudhary, Omar 

Cc: Lee, Jay; Sugioka, Hirotaka 

Subjects REs Do you have cdo secoudary inventory? 

Yes, Emi Yoshibe is the official pwm con?)liance person in Tokyo, 


TEL 03-6437-9745 
FAX 03-6437-5160 


© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. 

I'TfS, http://Hww.gs.com/disclaimer/salesBndtradlng/3apanese.htinl 
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httpi//www.gs.coai/disciaimet/eiiiail/japane3e.htKil i£w#S!S<tc$ 

I'. Cih.6iD'J>9KT9'bX-e#aL'*&i:tt, *y-iK::c:®SlS», a«tTa<J:5fc-Kl.'SSL.*y'. c;%6S'6-t(DI»iSS 


From: Chaudhary, Omar 

Sent: Tuesday, August 28, 2007 8:23 AM 

To: Kagawa, Yuichl 

Cc: Lee, Jay; Sugioka, Hlrotaka 

Subject: RE: Do you have cdo secondary inventory? 

Thank you — very helpful. 

Also, is Effii Yoshibe the official PWM Compliance person for Japan? Our 
NY contacts are telling us that they believe that Vivien Khoo in HK is the official PWM 
Coipliance person. Please confirm. 


From; Kagawa, Yuichi 

Sent: Tuesday, August 28, 2007 8:19 

To; Chaudhary, Omar 

Cc: Lee, Jay; Sugioka, Hlrotaka 

Subject: REs Do you have cdo secoudary inventory? 

Omar, 

Shin Nihon Jitsugyo and Alshin have purchased ABS CDOs (debt and 
equity) with other firm in the past. 


7 -f” ^ — h • <7 X /l- X ■ "7 ^ i/ HSJ 

till 16 - 

TBL 03-6437-9745 
FAX 03-6437-5160 


® Copyright 2007 The Goldman Sacha Group, Inc. All rights 


reserved. 

w*s«s, ^ rottmftfr. 

http: //WWW. gs. Cora/ disclaimet/saleeandtrading/japanese.html ® C 
ro/'P-tr— ** 

itif'tiiwBssiss. tiWi.'®u±ifS'r. aeffi, k 

http!//www.g8.com/disclaimec/emaiI/japanese.htinl 




From: Chaudhary, Omar 

Sent: Monday, August 27, 2007 6:49 PM 

To: Kagawa, Yuichi 

Cc: Lee, Jay; Sugioka, Hlrotaka 

Subject; RE; Do you have cdo secoudary inventory? 

Have any of these clients purchased ABS CDO (either debt or 

equity) in the past? 
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From: Kagawa, Yuichl 

Sent: Monday, August 27, 2007 3:45 PM 

To: Chaudhary, Ctnar; Lee, Jay; Sugioka, Hlrotaka 

Cc: Yoshibe, Bai {FICC Compliance); Yokote, Shinichi; 

Ninortdya, Toshio; Miyamoto, Masaakl; Takata, Jo 

Subject; FW: Do you have cdo secoudary inventory? 

Omar, 

I got an ok frwa Yoshibe-san {compliance) to give client 
info but please be very careful not to distribute it to wide audience, ..recipients must be 
limited to those who must know. 

Please note the following info of pwm clients who we like to 

offer cdo secondaries : 

1) Shin Hihon Jitsugyo Co. Ltd 

PWM client (since 1997), personal investment con^any. Net 
worth is about $250mio. Has traded various products including, PRDC, LTFX, derivatives, 
options, hedge funds, and private equity with GS. 

2} Aishin Co. Ltd 

PWM client {since 2003), personal investment con^any, Net 
worth is about $200inio. Has traded various products including, PRDC, LTFX, derivatives, 
options, hedge funds, and private equity with G3. 

3} Ando International 

PWM client (since 1999J, personal investment coirpany, Net 
worth is about $200mio. Has traded various products including, PRDC, LTFX, derivatives, 
options, hedge funds, and private equity with GS. 


Please also note that we like to show it to several other 
pwm clients with relatively same investment objectives and experience. Thank you. 

Regards, 

Yuichi Kagawa 


m 

TBL 03-6437-9745 
FAX 03-6437-5160 

® Copyright 2007 The Goldman Sachs Group, Inc. All rights 

reserved. 

http 5 //www.gs.com/dlsclaimer/salesandtradlng/ 3 apanese.htaa 

https //WWW. gs. com/ disclaimer/email/japanese.html 
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From: 

Sent: 

To: 

Subject: 


Cohn, Gary (EO 85830) 

Wednesday, S^ember 05, 20075:20 PM 

Sparks, Daniel L 

RE: Refre^ erf Axe Priorities 


Great to see 


Fran: Daniel L 

S«it: WedfWSday.Septertttier. 05, 2007 3:06 PM 

To! C:ohn, Gary 

Su^ect: FW:Re!re^ of Axe Priorities 


Frwn: ^rks, Oanlei L 

Senb Wednesday, September 05, 2007 3:06 PM 

Te: Bash'Polley, Stacy; Rnkos, Steve; ftadOoe, Larin; l^titman, Gail; Comacchia, Thomas 

Cc: Schwartz, Harvey 

SiAject: Pfi: Refre^ of Axe Priwitics 


Piease let me know how these are going, i am personally going to work to do a better }ob malur^ aire you 
understarKi the ttiings we are trying to achieve as a business. In addition to this, the super-senior ABX trade ego! sent 
around and genera) securities financing trades are prioHties for i^. Please call me with any questions or thoughts. 


pRHit: Swenson, Michaej 

Sent: Wednesday, Somber 05, 2X7 10:38 AM 

Te: Bash-Poltey, Stacy; EUrr^um, Josh; Lehman, David A. 

Cc: ^rics, Daniti U Schwartt, Harvey 

Subject: Refresh of Axe f^orttles 

Axes 

1. Cyrus is putting together a list of resids (needs to find out from mortgage 
finance group on what resids we are not restricted on) . Expect some offerings in the 
next couple of days. 

2. AAA ABX both 06-1 and 06-2. 


3. we would like to sell 2005 vintage single-A CDS protection - would. like to print 
250-500mm. We can provide lists that are customized to customer needs 

4. cash inventory - unfortunately line items are numerous with small sizes so it is 
an involved process. We will engage Vivien and team to assist in those efforts. 

5. Opportunistically seek BBB and BBB- single-name buyers of protection to help us 
reduce single-name CDS basis as well as to help facilitate the single-name short 
covering. We can provide lists that are customized to customer needs. 


From: Bash-Polley, Stacy 

Sent: Wednesday, Sept»nber 05, 2007 9:45 AM 

To: Swereon, Miduet; Kmbsum, Josh; Lehman, David A 

Cc: Sparis, Oanid L; Schwartz, Harvey 

Sul^eeb Refresh of An Priorities 
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Havent heard back from anyone-here.. 

WId really like to focus the salesforce <m the pnc^es-- pise po^ me the axes how they ^and now 
1 know abt ttie credit io.. 


F ro m: 

Sant: 

To: 

Cc: 

Sal^act: 


Baslvfoliey, Stacy 

TXssday, Sc^Kembe- 04, 2007 n:« AM 
Swensoi, Michaei; an^m, losh; Uhman, C^d A. 

Montag, Tom; l*hj!!en, Oomrid; Spvte, Dartd L; Schwartz, Harvey; Coroaedila, Thom» 
Refresh <«' A« Priottes 


Given that we have printed some/or part dt the lists toat were reviewd 2 ^eks ago. .It v«>uld be very 
helpful to serxJ another message out -wito toe 5 axes.. And where we stand-size and or a<aive 
dialo^es. 

I know there eu’o a few irons in toe fire on some-but want to see t^oadly how we stand-and add In any 
new axes that may have cx)me to light (tike reside) 


Thx. 
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From: 

Bohra, Bunty 

Sent: 

Thursday, September 06, 2007 8:01 AM 

To: 

Sparks, Daniel L 

Subject: 

RE: Refresh of Axe Priorities 

Will be in office 

shortly. . . Will grab you 


Original Message 

From: Sparks, Daniel L 

Sent! Thursday, September 06, 2007 8:00 AM 
To: Bohra, Bunty 

Subject: RE: Refresh of Axe Priorities 

Also, I spoke with cornac about syndicate/marketing - let's resolve. You should call him 
and me 


Original Message 

From; Bohra, Bunty 

Sent: Thursday, September 06, 2007 7:54 AM 
To: Sparks, Daniel L 

Subject: Re: Refresh of Axe Priorities 

Have raised my hand to be helpful on several occasions, so am happy to participatei 
Let's discuss details this week. 


V, Bunty Bohra 
Managing Director 

Goldman, Sachs & Co. 

Structured Product Syndicate 
Fixed Income, Currency « Commodities 


— — - Original Message — — 

Prom: Sparks, Daniel L 

To: Bohra, Bunty 

Sent! Thu Sep 06 00:16:31 2007 

Subject: FW: Refresh of Axe Priorities 


Want to gat you to send out daily 1-3 priority axes for department - let’s discuss 

Froin: Swenson, Michael 

Sent: Wednesday, September 05, 2007 10:38 AM 

To: Baah-Polley, Stacy; Bicnbaum, Josh; Lehman, David A. 

Cc! Sparks, Daniel L; Schwartz, Harvey 
Subject; RE: Refresh of Axe Priorities 

Axes 

1. Cyrus is putting together a list of resids (needs to find out from mortgage 
finance group on what resids we are not restricted on) . Expect some offerings in the next 
couple of days. 

2. AAA ABX both 06-1 and 06-2. 
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3. we would like to sell 2Q05 vintage single-A CDS protection - would like to print 
250-500BBa. We can provide lists that are customized to customer needs 

4. cash inventory - unfortunately line items are numerous with small sizes so it is 
an involved process. We will engage Vivien and team to assist in those efforts. 

5. Opportunistically seek BBB and BBB- single-name buyers of protection to help us 
reduce single-name, CDS basis as well as to help facilitate the single-name short covering. 
We can provide lists that are customized to customer needs. 


From! Bash-Poiley, Stacy 

Sent: Wednesday, September 05, 2007 9:45 AM 

To: Swenson, Michael; Birnbaiun, Josh; Lehman, David A. 

Cc: Sparks, Daniel L; Schwartz, Harvey 

Subject: RE: Refresh of Axe Priorities 

Havent heard back from anyone — here.. 

Wld really like to focus the salesforce on the priorities — pise post me on 
the axes how they stand now 

I know abt the credit io.. 


From: Bash-Polley, Stacy 

Sent: Tuesday, September 04, 2007 11:49 AM 

To: Swenson, Michael; Birnbaum, Josh; Lehman, David A. 

Cc: Montag, Tom; Mullen, Donald; Sparks, Daniel L; Schwartz, Harvey; 

Cornacchia, Thomas 

Sxibject: Refresh of Axe Priorities 

Given that we have printed some/or part of the lists that were reviewd 2 
weeks ago. ,It would be very helpful to send another message out -with the top 5 axes.. 

And where we stand — size and or active dialogues. 

I know there are a few irons in the fire on some— but want to. see 
broadly how we stand— and add in any new axes that may have come to light (like resids) 

Thx. 
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The Goldman Sachs Grotqj, IfXJ. I One New Yoric Pfaza | New Yortc, New York 10004 
TO: 212-902-4762 | Fax: 212-482-3^ 


aegoryK fti)m 
Dcecudve Vice Pr^'derM 
andQef»TOCou^ 


Iman 

IS 


March 1,2010 


Mr. Philip N. Angelides 
ChainnaQ 

Finamnal Crisis loquizy Commission 
1717 Penn^lvania Avcouc, NW 
Washington, D.C. 20006-4614 


Dear Chairman Angelides: 

Many of the qi^stions during the first hearing of the Financial Crisis Inquiry Commission 
focused on issues with respect to residentia] mortgage-related products. In light of the 
Commission’s interest in ibis area, we are submitting this letter in an effort to provide a more 
comprel^nsive overview of certain of the issues raised over the comse of the hearing. 

In this letter, we elaborate on the role Goldman Sachs plays as a market maker, how we 
manage the risk we assume through that role, especially within the context of residential 
mortgage-related products, our expc^ure to the housing market, investors in the market for 
residratial mortgage-related products, the different roles and obligations of underwriters and 
market makers and the extent of our activities in the residential mortgage-related securitization 
markets in 2<K)6 and 2007. We also discuss Goldman Sachs* due diligence practices and the 
disclosures that the firm made to the institiUions that considered investing in securities that we 
underwrote. 

Role as a Market Maker 

Market makers or financial intermediaries are critical to the efficient functioning of the 
financial markets: their role is to stand ready to make an offer to buy or sell a given financial 
instrument whenever a seller or a buyer enters the market As a maAct maker, we execute a 
variety of transactions ^h day with clients and others, Ixiying and selling finwciai instruments, 
which may result in long or rirort risk exposures to thousands of different instruments at any 
given time. This docs not mean that we know or even think that prices will fail every time we 
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sell or are short, ot rise when we buy or are long. In these cases, we are executing transactions in 
connectioo with our role of providing liquidity to markets. Clients come to us as a market maker 
tfficause of our willingness and ability to commit our capita] and to assun^ market risk. Indeed, 
during ^ fomtb quarter of 20C^, fm* example, our clients a^ed us to bid on approxim^y 
$7 bi^OD (face amount) per week of mortgage- and asset-backed securities. Fi^er, our clients 
typcally have relatitmships with a numb^ of other rinancial intennediaries aad they compare the 
products, services and pricing offered by such other intermediaries and us prior to detemuning 
widi whom to transact 

Without market makms that are i^y, willing and able to take the othor side of a 
transaction, a liquid market simply cannot exist. That is why imancial intermediation is critical 
to the functioning of the csq^itai loaricets and, ultimately, the financial system. Financial 
intennediaries connect buy^ and sellers. When a buyer or seller is not readily available, 
financial intermediaries take the other side of a transaction and assume the risk of the tr^e on 
their own books. These tmnsactioirs often are initiated by our clients, and vAien proposed by us 
are often in response to previously expressed investment interests of the client. We are 
i^}ondmg to our ctimrts’ desire either to establish, or to increase or decrease, their exposum to a 
position b^ed on their own investment views. We are not “betting against them.” 

How We Manage Our Risk 

Our willingness to take on risk is fundamental to our role as a finandal intermediary. 

The better we understand and can manage that risk, the more willing we are to traxrsact with 
clients (regardless of our view on the market) and, thereby, to offer tirem better prices. Our 
clients expect us to be willing to transact in all market conditions. They often competitively bid 
positions, and execute with us depending on vriiether we satisfy their objectives - e.g., pricing, 
speed and certainty of full execution - better than competing market makers or other financi^ 
intennediaries. 

The exposures created through transactions with clients are part of the overall 
“inventory” of instruments we generally carry as part of our business. This inventory is 
(ximprised of long and ^ort positions. Its composition reflects the accumulation of customer 
trades and our judgments about supply and demand or maricet direction. If a client asks us to 
transact in an instrument we hold in inventory, we may be able to give the client a better price 
than it could find elsewhere in tire market and to execute the order \rithout potential delay and 
price movement This inventory represents a risk position that we manage continuously. 

in so doing, we must also manage the size of our inventory and keep exposures in line 
with risk limits. We believe that risk limits are an important tool in managing our firm. They are 
establ^ed by senior management, and scaled to be in line with our financial resources (c^itd, 
liquidity, etc.). Tltey help ensure that regardless of the opinions of an individual or business unit 
about market direction, our risk remains within prescribe levels. 

In addition to selling positions, we use other techniques to manage risk. These include 
establishing of&etting positions (“hedges”) through the same or other instruments, which serve 
to reduce the firm’s overall exposure. Hedges,bowever, may give rise to other risks. For 
example, the use of credit default scraps as hedges in turn results in a new credit risk: the ability 
of the writer of the credit default swap to perform on the obligation. In order to manage tins riic, 

- 2 - 
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Goldman Sachs generally requires the writer of the credit default swap to post cash collateral 
against its obligations to the firm, or may structure other ri^ mitigants. 

In this way, we are able to serve our clients and to maintain a robust client firanchlse 
^hile {Huctently limitisg o\^ral] risk con^stent with our financial resources. 

Goldman Sachs* Exposure to, and Results from Business Retotnig to, the Residentia! 
Housing Market 

With that background, we want to outline for you Goldman Sachs* exposure to, and 
i^uHs fnnn busiiu^ relatii^ to, the residential housing market. While fins has b^ the subject 
of much recent attention, it has always been a very small part of our overall business. For 
example, during the period 2003 to 2008, the firm*s annual net revenues attributable to . 
resid^tia! mortgage-relat^ products never exceeded 2% of our overall net revenues. Through 
the end of 2006, Goldman Sachs generally was long in exposure to residential mortgages and 
mcntgage-related products, such as residential mortgage-backed securities ('RMBS**)* 
coliatmalizsd debt obligations (“CDC^”) backed by residential mortgages and credit default 
swaps referencing reridential mortgage products. In late 2006, we began to experience losses in 
our daily restdbntial mortgage-related p^ucts P&L as we marked down the value of our 
inventory of various residentiai mortg^e-related products to reflect lower market prices. 

In response to fiK>se losses, we decided to reduce our overall exposure to the residentia! 
housing maricet. We wanted to get **closer to home” - i.e., to reduce our overall exposure to the 
residential housing market, consistent vnth our risk protocols - given the uncertainty of the 
future direction of the bousing market and toe increased volatility of mortgage-related product 
maricets. Indeed, we reduced both our short positions and our long positions in these products 
over the course of 2007. For example, during the first quarter of 2007, we reduced various short 
positions in light of applicable risk limits even thou^ (viewed in isolation) these positions had 
been profitable. Ove^, our residential mortgage-related product positions bad a negligible 
effect on the firm’s net revenues or profits for fiscal year 2007. Dming fiscal year 2008, we had 
net losses of approximately $1.7 billion on residentiai mortgage-related product positions. As 
tiMise results demonstrate, the firm did not generate enormous net revenues or profits by betting 
against residential mmtgage-related products, as some have speculated; rather, our relatively 
eariy risk reduction resulted in our losing less money than we otherwise would have when the 
residential housing market began to deteriorate. 

Investors in the Market for Residentia! Mortgage-Related Products in 2007 

The maikets for residentiai mortgage-related products, and subprime mortg^e securities 
in particular, were volatile and unpredictable in the f^ half of 2007. Goldman Sachs bad no 
“inside Information” about the residential housing trends or macroeconomic frctors that 
ultimately would drive market values. Investors in these markets held very different vie\^ of toe 
future direction of the housing market based on their outlook on factors that woe equally 
available to all market participants,' including housing prices, interest rates and personal litoome 
and indebtedness data. Some isv^ors, including some hedge funds, developed aggressively 
negative views on the residential mortgage market. Other investors, including othw hedge ^ds, 
believed that any weakness in KMBS and the residential housing market would be relatively 
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mild and temporary. Inv^ors with both sets of views came to Goldman Sachs and other 
financial intmnediaries to establish long and short exposures to the reddentia] housing ma^et, 
through RMBS, CDOs, credit default sw^ and other types of instruments or transactions. We 
would also note that broadly-disseminated research from Goldman Sachs Economic Research 
(‘^Economic Research*^, is indepet^ient from other divisions of die firm, expressed 
con^stently negative views on the residential housing market in 2006 and 2007. bdeed, our 
Ecomimic Research expressed an increasing level of concern about the run up in housing prices 
in papers dating back to at least 2004. (See Appendix I) Various other firms* broadly- 
disseminated research repcnls from 2006 contained warnings of deteriorating residoitial hou^g 
market conditicm. 

The investors who transacted with Goldman Sadis in CDOs in 2007, as in prior years, 
were primarily large, global financial institutiozis, insurance companies and hedge funds (no 
pension funds m\^sted in tl^se prcMlucts, with one exception: a corporate-related pension fund 
that had long been active in this area ma^ a purchase of less than S5 million). These investors 
had significant resources, relationships with multiple financial intetmediaries and access to 
extensive information and research flow, performed their own analysis of the data, formed their 
own views about trencb, and many actively negotiated the structure and terms of transactions. 

These investors entered into transactions having certain characteristics in order to achieve 
their desired long or short exposure. They were aware of and accepted the market risk they were 
assuming. For securities backed by residential mortgages, the characteristics of the underlying 
mor^ig^ were disclosed in detail and investors knew v^t they were buying. The investment 
views of different participants in these markets depended on tbeir reflective assessments of 
macroeconomic trends, as as their analysis of the disclosed chai^eristics of the mortgages. 
Neither their views on macroeconomic treo^ nor their analysis of loan characteristics depended 
on \^ether Goldman Sachs hedged or retained the initial exposure we took on as a result of the 
transaction. 

It is also important to note that it is not just a belief in the absolute direction of jxices but 
also the relative level of prices that drive investors’ actions. For example, a particular secxirity 
may trade at a distressed level. The iostitutiem holding that asset may nonetheless want to sell 
the security to remove what it believes is a source of furtiier risk from its balance sheet or to free 
up capita! for other investments. A buyer of that asset believes that the distressed pricing may 
potentially reflect good value and is willing to take on that risk for a price, even if other investors 
think otherwise. Ihe process of being able to buy risk from those unwilling or unable to 
shoulder it is vital to a flznctioiung market and economy. 

R^idential moitgage-related products issued or underwritten by numerous firms 
ultimately did not perform as expected because of unprecedented economic develo|anents. 
Goldman Sachs, as woil as the sophisticated investors who invested in these products, certainly 
did not envision the events dial leti to such poor performance. With the benefit of hindsight, it is 
apparent tiiat most participants - including rating agencies, financial institutions and government 
agencies - put too much faith in historical perfonnance, believing that most residential mortage 
assets were highly resilient to downturns. It was clear, however, that many loans with the 
characteristics disclosed in offering documents for these products would perform poorly in a 
very rapidly deteriorating hotisiog market and meaningful economic recession, but Goldman 
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Sachs and most investors simply did not predict or anticipate how seveare die contractitm in the 
housing market would become. 

Role of an Underwriter 

The role of an underwriter difiers from that of a market maker. As described above, a 
maricet maker is inimarily engaged in the business of assisting clients in (scecuting transactions. 
This iHisiness is client-driven, and Goldman Sachs strives to provide a fair price to our clients. 

In contrast, an underwritor worics with the issuer in connection with ol^ering rinancial 
instruments to inv^ors. In dus cemtext, the federal securities laws effectively impose a 
“gatekeep^ role on Goldman Sachs: as an underwritor we are eiqpected to assist the issuer in 
providing an offering document to investors that discloses all material infoimation relevant to the 
offering and, absent a lowing that we conducted an approimate review (50*031164 *'doe 
diligence”) regarding the securities bring offered, we are potentially liable to investors for any 
leases resulting fix>m any material misstatements or omissions in the offering document The 
same disclosure obligations do not apply to a maiket maker, including because a market maker 
must execute counties transactions in order to meet the demands of clients and other parties. If 
a maricet maker \^e required to perform extensive due diligrace on each security in which it 
was asked to ex^ute a transaction, and to iqidato disclosures every time it bought or sold 
securities, r^l-time, liquid markets could not exist 

In connection with our underwriting of residential mortgage-related securities, Goldman 
Sachs had a process in place to examine the management, relevant policies and procedures, 
undowriting standards, creditworthiness and other aspects of each mortgage originates before 
the finn began purchasing loans for securitization. As a result of these reviews, we determined 
not to do business with dozens of originators. Goldman Sachs also emphasized maintaining 
regular contact with major loan originators to understand the issues that they faced and the steps 
they were taking to address them. We also employed iotemal and third-party resources to 
conduct due diligence on the individual loans in the pools backing the securities in its RMBS 
offerings, including reviewing selected loan files, verifying compliance wito state and federal 
lending states, and selective review of ;»t)perty apprrisals against comparable values. As a 
result of these reviews, Goldman Sachs ^d not ac^pt loans thai^ based on its review and 
analysis, appeared to have potentially significaDt legal, regulatory compliance or other issues. 
Knowing what we know today, of course, we wish that we had done even more. 

Regardless of the degree of due diligence performed underwriters in connection with 
RMBS securitizations, however, they cannot guarantee {^yment, performance or any rate of 
return. Ratiio*, it is up to the purchaser of securities to evduate vriietber the securities are worthy 
of investment based on the purchaser’s own view and analysis of the securities’ value in light of 
the purchaser’s expectations about the future of the housing market and the economy and, 
importantly, the disclosures set forth in the offering documents including, in the ca% of asset- 
backed securities, detailed descriptions of the underlying assets. The Securities and Exchange 
Commission’s Reguladon AB, which provides extensive requirements and guiebnee for 
disclosure in offerings of asset-backed securities, properly focuses on disclosure of the material 
characteristics of the assets on which investors rely for the cash flows that provide the basis for 
payment of interest and principal on the securities toey are purchasing. Those disclosures for 
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RMBS include detailed stadstical infonnation on the loans in the pool backing the RMBS, 
including the material origmators of the loans, borrower credit scores, locations of the properties, 
loan to vali^ percentages and die of loans (e.g., second lien, adjustable rate, or option 

adjustable rate). The disclosures also included detailed descriptions of the policies and 
procedures used by the material loan originator or originators to evaluate and determhte whether 
to make a loan. (See Appendix II) 

In addition, Goldman Sachs, like other underwriters of RMBS, disclosed extensive data 
on every individual loan in Its securitizations through *‘loan tapes,” and other documems 
analyzing the underlying loans, which were publicly filed by the issuer with the Securities and 
Exchange Commission. Th^ documents contained detail^ information on each individual 
loan underlying the securitization, such as: (1) the original term of the loan; (2) the current 
balaitee; (3) the applicable interest rate; (4) the type of loan (e.g., adjustable rate or fixed rate); 
(5) whether the loan was a first or second lien; (6) the original loan-to-value ratio; (7) the 
property type (e.g., single family home); (S) the borrower’s FICO score; (9) whether the property 
was owner-occupied; and (10) fire due date and delinquency status. This information enabled the 
sophisticated investors that purchased these instruments to nm their own models and make their 
investment decisions based on their views of relevant macroeconomic factors, market and 
housing treiKis, as '^ll as the apparent credit of the borrowers \N^ose mortgages backed the 
securities. (See Appendix III) 

Nationally raco^iized law and accounting firms also were retained in connection with 
underwritings to assist in ensuring that the disclosures were complete, accurate and in 
compliance with the securities laws. These disclosures included numerous risk factors, vdiich 
highlighted those characteristics of loans that increased ri^ (such as lower quality credit history, 
high ioan-to-value ratio, and lack of documentation or independent verification). 

(See Appendix 11) 

Based on these disclosures, and publicly-avaxlable macroeconomic, bousing and other 
data, investers could and did employ sophisticated analysis of die characteristics of the loan pool 
before d^ding whether to invest in the transaction and which, types of securities to purchase 
(from the highly rated senior securities diat offered the most protection against deterioration of 
the asset poo! and lowest return, to lower rated securities that ofiered less protection and a higher 
return). 

In short, the securities being sold were as described - the investors purchased what they 
knowingly determined to buy. In view of what transpired in the bousing market and the 
economy, the securities performed substanfially as would have been expected in those 
unexpected circumstances. At the time of purchase, however, what participants in this market — 
including Goldman Sachs - could not know how the housing maricet and tiie ecoTOmy 

would perfonn in the future. 

For non-synthetic CDOs — i.c., CDOs collaterali^d by cash securities — the ofiering 
materials contain^ detailed ri^ disclosures, and set forth each of the securities in the portfolio 
at or about the time of closing that determined the cash flows to investors. (See Appendix IV) 
We j^ovided analyses to investms that highlighted how the securities would perform und^ 
certain scenarios and based upon stated assumptions, and these investors ofien had their own 
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models to analyrc the credit worthiness of the underlying cash securities. Investors then could 
(and did) refer to those disclosures in making investment decisions. Again, investors had 
detailed information diat allowed thwn to anai^e how the setniriti^ would perform under 
different assumptions and scenarios. 

For CDOs containing predominantly or eKclusively synthetic assets - i.e., credit defeult 
swaps referCTdng RMBS or CDO securities, rather than the RMBS or CDO securities 
thranselves ~ one party (the counte^aity to the o’edit default swap) necessarily has to assume a 
short position with respect to the synthetic assets in order for there to be a long position for 
investors to take — thci^ was no “secret" short position. As part of our disclosures, we indicati^ 
that Goldman Sachs initially would take the short side of the transaction, where applicable. 

There was no limitation on our ability to sell some or all of the short position. (See Appendix V) 
The sophisticated institutions that bought CDO securities did not make their decisions based on 
whether Goldman Sachs or other firms entering into credit default swaps with the CDO issuer 
would keep or sell that short position; they made their investment decisions based on their 
fiindamental anal^^is of the characteristics of the underlying referenced assets and their 
prediction of where the housing market and the economy would be in the future. In fact, 
Goldman Sachs’ CDOs containing primarily residential mortgage-related synthetic assets wwe 
initially creatoi in r^x)nse to the request of a sophisticated institutional investor that 
approached the firm specifically seeking that particular exposure. Rev«se inquiries from clients 
were a common feature of this market. 

Participation in the Residential Mortgage-Related Securitization Markets 

Goldman Sachs has never been a significant originator of mortgagw.’ And, in the 
context of the overall mortgage markets, we were neither a leading issuer nor a leading 
underwriter of securitized residential mortgage-related products. During the period 2002 through 
2007, our market shares as an issuer and underwriter of Non- Agency RMBS varied between 
1.9% and 4.0% as an issuer and 4.7% and 6.7% as an underwriter.* In 2007, for example, the 
firm’s market share as an issuer of Non-Agency RMBS was 3.0% and we were not among the 
top 10 underwriters of these securities.^ For overall RMBS issuance, including agency securities, 
Goldman Sachs was ranked 1 2**' as an issuer in 2006 with a market share of 2.3% and 1 S'** as an 
issuer in 2007, with a market share of 1 .2%.* Thus, although Goldman Sachs was a participant 
in the RMBS securitization business, it certainly did not dominate the market as either an issuer 
or underwritor. 


/n Mardi 2007. GffUman Socht acquired Settderra, a small mortgage ori^nator. 

An iss^ Is the legal entity that owns (he pool of rtsUentia! mortgaga or RMBS, CDOs or combination thereof and *istites’ 
secuntiei r^resentb^ wrUnis iniwu tiiereln. Far the purpose of compiling market share data. Industry sources irtaSed a firm as 
the issuer of RMBS If ihe seairities wen Issued off of one of that firm ‘s shelf registration statements, even though the issuing entity 
was efien a separate legal entity. 

Source: Inside Mortgage Finance. R was always the cos* that we west (he underwriters of securities ihai we issued, so all securities 
Issued off tf Goldman Sachs' shelf ngtstrailonstaiemenis would be counted in both categories. 

Source: Inside Mortage Finance. Ranlangs below the lop ten were not published in 2007. so our market share is unavailable. We 

note, however, lhal the lOlh ranied underwriter had a market share qfS.SH. 

Source: Inside Mortgage Finance. Inside Mortgage Finance publlsked overall RMBS market share In/brmation with respect to issuer 
participation tmly and did not publish jwsA i/^rmation for years prior lo 2006. 
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This point is equally true if one focuses solely on the so-called “subprime” segment of 
the overdl RMBS market During the period 2002 to 2007, our market shares as an issuer and 
underwriter of subprime RMBS varied between 0.9% and 4.7% as an issuer and less than 4.2% 
and 6.5% as an underwriter.® In 2007, for example, the firm's market share as an issuer was 
1 .7% (we were ranked 2 1 “) and we were not ranked in the top ten as an underwriter.’ 

Goldman Sachs also was not a dominant participant in new-issue residential mortgage- 
related CDO activity. During the period 2002 through the first three quarters of 2007 our market 
share as an underwriter of new-issue CDOs where the collateral consisted primarily of RMBS 
varied between 2.4% and 8.2%.* For example, Goldman Sachs' market share in the first three 
quarters of 2007 was approximately 5.6%.’ As discussed above, substantially all CDOs were 
sold to sophisticated institutions that met the definition of Qualified Institutional Buyers under 
Securities and Exchange Commission Rule 144A. 

Conclusion 

Although Goldrttan Sachs held various positions in residential mortgage-related products 
in 2007, our short positions were not a “bet against our clients.'' Rather, they served to oflset our 
long positions. Our goal was, and is, to be in a position to make markets for our clients while 
managing our risk within prescribed limits. Our predominant view of the risks arising from the 
residaitial housing market in early 2007 caused us to reduce our overall exposure to market 
movanents in either direction consistent with established risk protocols. 

We certainly did not know the future of the residential housing market in the first half of 
2007 any more than we can predict the future of markets today. We also did not know whether 
the value of the instruments we sold would increase or decrease. It was well known that housing 
prices were weakening in early 2007, but no one - including Goldman Sachs - knew whether 
they would continue to fall or to stabilize at levels where purchasers of residential mortgage- 
related securities would have received their full intertst and principal payments. Finally, we 
were not consistently or significantly overall net “short the market” in residential mortgage- 
related products, and, contrary to media speculation, we did not generate enormous net revenues 
or profits from our residential mortgage-related activities. 


Source: Inside Mwigage Finance. 

Source: fnside Mortgage Finance, bankings behunke (op ten were not puMished in 200? so our maHxt ^are in unavailable. fFe 

note, however, dial ihe lOlh ranked underwriur had a market share of 4.2%. 

Source: Asset-Backed Alert. No CDOs were Issued Goldman Sachs' shelf registration statements and therefore issuer 

informadoa is not appiicabte. 

Source; Assei-Baeked Alert Market share data for Ike fourth tpurter^TBO? is not available. 
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We hope that the infomiatioQ above is helpful to the continumg woit of the Conmiission. 


Very truly youi^ ^ 

Gregory K. Palm 


cc: Hon. Bill Thomas 

(Commission Vice Chairman) 

BrooksIeyBom 

(Commi^oner) 

Byron S. Georgiou 
(Commisaoner) 

Senator Bob Graham 
(Commissioner) 

Keith Hennessey 
(Commissioner) 

Douglas HoltZ'Eakin 
(Commissioner) 

Heather H. Muiren, CFA 
(Commissioner) 

John W. Thompson 
(Coimnissioner) 

Peter J. WalHson 
(Commissioner) 

Thomas Greene 
(Exanitive Director) 
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From: 

Sent: 

To; 

Subject: 


Smith, Sarah 

Monday, Fetmjary 12, 2007 2:32 PM 
^>arks, Daniel L; Mass, Robert 
RE: FYls 


x-gs*ciassificatton: internai-GS 


agreed 


From: Dsiie L 

Sent: MwwJay, f^jnaiY 12, ^7 2:27 PM 

To; Sm^h, Sarah 

Subject: RE; FYIs 

For this boc^ I think monthly is the right vay as the d^a comes monthly on perf{«mance. Dramatic mkt moves ccHJid 
ch^ge thir^. 


Fram: Rc^^eit 

Sent: Monday, Fetouary 12, 2007 2:05 PN 

To: ^rts, Daniei L; Scnith, Sarah 

Subject: R£: FYIs 


Thanks. 

Has Ihe biz agreed with controllers about how treguently each book is to be marked? Dailv? Weekly? Monthly’ 
Quarterly? 


From: Sparlts, Daniel (. 

Sent: Monday, February 12, 2007 2:00 

To; Mass, Robert; Stntth, Sarah 

Subject: FW: FYIs 


I did timeline recon and here is what t have found from discussion with Gasvoda and Cavrthon: 

1/31 e-mail below where Cawthon posted Gasvoda on need to mark down a particular position 
2/1 Gasvoda posts Sal in contrdlers about a potential vyrite^town in book 
2/1 Sal and Cawthon speak and discuss work to be done - but doni speak much after that until 2/8 
2/8 Cawthon and Gasvoda post Sparks cm overall $2anm vyrite-down 

Based on this and the e-mail below, I don't think Cawthon was hiding things as he initiated discussion vsrtth 
Gasvoda. This appears to have been pre-controller discussion, but the breadth of the review needed was not 
complete. I think {and IVe told him) that he needs to do a better job communicating with controllers early and 
throughout. 

Let me know if there are additional thing you think I shcaiW check on 


From: Cawthon, Michae 

Sent; MwvJay, February 12, 2007 9:23 AM 

To: ^rhs, Daniel L 

Siriiject: FW: FYIs 


From: Cawthon, Michael 

Sent; WeAiesday, Jan uary 31. 2007 7:26 W 

Fcrmencnt Subcommittee co Investigations 

WaU Street & The Financial Crisis 
Footnote #2133 

r.r»nf5rifintia! Treatment Requested by Gol« GS MBS-E-002339552 
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To: Gasvoda, Kevin 

Sublecb FYIs 

• Concurr^t wth the resid revai, we're reviewir^ our MDWebb NPL positiOT, the severities for v^ich have 
begun to Uend worse. We currently have 75MM marked at -'77.5, and which needs to come down 4MM to 
5MM in value" we're currency breaking even month to month and I don't like the pipeline. Prelim ioc4( at our 
resids indicates flat to mode^ly higher. 

- not sure what level involvement you're looking for out of me for toe 2nds business at this point-- after 
some ctf toe RA announcements. I lo^ed at some sub positions in Intex- they're worthy of a discu^ion 

• sat down w/ Margaret Helen last Friday for a long visit. Stating the obvious: Strats are feeling squeezed 
betw CHjr de^ and for project needs-- In spite of the fact toat the ri^ set largely overlaps. I indicated 
that I need 1} a seasoned mod^ and 2} some EPD analytics ASAP" we are actively engaging Marschoun, & 
Akit, but wexjid like to set a set of fc^mal task objectives. Also significant angst ^XHit the seating diart... 

- I've given Gyms the download on some of the resid yield method tooughtoMork and he's toi^hed base w/ 
ArWnd to get a runrwng start on the background. Tr^ng to focus on this- realized I've failed to deliver here in 
a big way 

- want to revisit SBC strategy in wake of ASF. Michelle expressed concerns ^x%Jt the ownership for the 
guidelines we are drafting- I've not been worried ^)Out this thus far, but want to generally make sure we’re on 
same page for strategy. 


Michael Cawthixi 
Goidmai), Sadis & Co. 

. Whole Loan Tr^ng 
85 Brc»d Stred, 26th Hoot 
New Ywk. NY 10004 
michael.cawth (Hi@gs.com 

Id: 212.902.2854 
fax: 212.902.1691 


2 


nmfiHfintial Treatment Reauested bv Goldman Sachs 


GS MBS-E-002339553 
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From: Daviiman, Andrew 

SwiI: Thursday. June 28, 2007 8:45 AM 

To: ficc*ops-cdopricing; ficc-mtgcorr-desk; Harrr^, Tfwnas 

&ibjeet: FW: Missing Marks (15).){ls 

Attachments: Missing Marks (15).xls; Disciaimer.tx! 

Pis mark these asap, and return to rciof f igbear . cow , pis cc. me as well for my records. 


From: Gof^, f^fph (Exchange) tmailto:rcioffi@bear.comJ 
Sent: Thursday, June 28, 2007 8:43 AM 
To: Da>4lman, Andrew 
Subject: Missing Marks (15).xis 

Andy I need the 4 bonds marked for 5^1/0? we stiH need to report an NAV and I need these asap today. 


Permanent SubcommHtw on Investigations 

Wall Street A The Financial Crisis 

Confidential Treatment Requested by Goidm; GS MBS-E-O0 1 966860 
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From: Egol, Jonathan 

Sent; T uesday, June 1 9. 2007 7:44 PM 

To; Brafman, Lester R 

Subject Re; We are being asked by BSAM to bid all $200 -f mm ABACUS CDO''2 bonds that were on 

somebody else’s repo tine 


No trades. LEH is offering it guys. Assume repo desk there got hosed. 

Original Message — — — 

From; Brafman, Lester R 

To: Egol, Jonathan 

Sent: Tue Jun 19 19:38:20 2007 

Subject: Re; We are being asked by BSAM to bid all $200+ mm ABACUS CDO''2 bonds that were 
on somebody else's repo line 

Did this block trade 


Sent from my BlackBerry Wireless Handheld 


Original Message 

From; Egol, Jonathan 

To: Brafman, Lester R 

Sent; Tue Jun 19 18;13i43 2007 

Subject: RE: We are being asked by BSAM to bid all $200+ tm ABACUS CD0''2 bonds that were 
on somebody else 'a repo line 

I don't know why Ralph decided to finance this away from us. I can ask Daviiman if he 
recalls . 

I got additional color on this from 2 accounts, can post you live. 

-Original Message— 

From: Brafman, Lester R 

Sent: Tuesday, June 19, 2007 5:47 PM 

Tot Egol, Jonathan 

Subject: RE: We are being asked by BSAM to bid all $200+ mm ABACUS CDO''Z bonds that were 
on somebody else's repo line 

Did we bid this?? How come it wasn't financed here 

—“—Original Message*— — 

From; Egol, Jonathan 

Sent: Tuesday, June 19, 2007 3:57 PM 

To: Brafman, Lester R 

Subject: Re: We ate being asked by BSAM to bid all $200+ mm ABACUS CDO''2 bonds that were 
on somebody else's repo line 

We mark them monthly. I have learned this is on lehman's repo line. 

“ Original Message — — 

From; Brafman, Lester R 

To: Egol, Jonathan • 

Sent: Tue Jun 19 15:54:18 2007 

Subject: RE: We are being asked by BSAM to bid all $200+ mm ABACUS CDO''2 bonds that were 
on somebody else's repo line 

Have we been marking them. Do we know whose line.. Do we know where they have been marking 
them 
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by PemianeBt 
SabcomBiitN ob 

From: Ego^, Jonathan *" ' — 

Sent: Tuesday, June 19, 2007 3;25 PM 
To: Sparks, Daniel _L 

Cc: Brafman, Lester R; Swenson, Michael 

Subject: We are being asked by BS»i to bid all $200+ inm ABACUS CDO'‘2 bonds that 

were on somebody else's repo line 


Goldman, Sachs & Co. 

85 Broad Street i New York, NY 10004 

tel: +1 212 357 3349 i mobile: +1 9174BBiBi i fax: +1 212 428 1247 
e-mail : jonathan . egolSgs . com 

Goldman 

Sachs 

Jonathan M. Egol 
Structured Products Trading - 


© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. 

See http://v4ww.gs.com/disclaimer/emall-5alesandtcading.html for important risk 
disclosure, conflicts of interest and other terms and conditions relating to this e-mail 
and your reliance on information contained in it. This message may contain confidential or 
privileged information. If you are not the intended recipient, please advise us 
immediately and delete this message. See http://www.gs.com/disclaimer/estail/ for further 
inforsiation on confidentiality and the risks of non-secure electronic communication. If 
you cannot access these links, please notify us by reply message and we will send the 
contents to you. 

This material has been prepared specifically for you by the Fixed Income Trading 
Department and is not the product of Fixed Income Research. We are not soliciting any 
action based upon this material. Opinions expressed are our present opinions only. The 
material is based upon information which we consider reliable, but we do not represent 
that it is accurate or complete, and it should not be relied upon as such. Certain 
transactions, including those involving futures, options and high yield securities, give 
rise to substantial risk and are not suitable for all investors. We, or persons involved 
in the preparation or issuance of this material, may from time to time, have long or short 
positions in, and buy or sell, the securities, futures, options or other Instruments and 
investments identical with or related to those mentioned herein. Goldman Sachs does not 
provide accounting, tax or legal advice; such matters should be discussed with your 
advisors and or counsel. In addition, we mutually agree that, subject to applicable law, 
you may disclose any and all aspects of this material that are necessary to support any 
U.S. federal Income tax benefits, without Goldman Sachs imposing any limitation of any 
kind. This material has been Issued by Goldman, Sachs & Co. and has been approved by 
Goldman Sachs International, which is regulated by The Financial Services Authority, in 
connection with its distribution in the United Kingdom and by Goldman Sachs Canada in 
connection with its distribution in Canada. Further information on any of the securities, 
futures or options mentioned in this material may be obtained upon request and for this 
purpose persons in Italy should contact Goldman Sachs S.I.M. S.p.A. in Milan, or at its 
London branch office at 133 Fleet Street. 

This material does not evidence or memorialize any agreement or legally binding 
commitment between any parties and does not constitute a contract or commitment to provide 
any financing or underwriting. Any financing or underwriting la subject in all respects to 
internal credit approval at Goldman Sachs, and is subject to, among other things, the 
completion of documentation in form and substance satisfactory to Goldman Sachs. 
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From: 

Sent: 

To: 

Cc: 

Subject: 


Bash-Polley, Stacy 

Thursday. August 02, 2007 3:30 PM 

Montag, Tom: Mulien, Donald; Sr^wartz, Harvey; Sparks, Daniel L 
Bra^an, Lester R 
Marks Summary 


Attachments: 


FW: NYL mark Issue ; FW: TWOUF 0701 A2s; Fw: GSAA NIMs; Marks 




=W:NYL mark issue FWtlWDLF 0701 Fw: GSAA NIMs Mate 
A2s 


Below are select client issues that have 

come up related to marks •> A lot of info.. Here is the bottom line -sounds like we were 
sticking out much more before july month end 

- still the lowest -but the gap has narrowed -some clients would prefer a bid/offer vs us 
using bid side as the Mark, (we should discuss further -other dealers are in^liying marks 
to be used as different spots- ie some midmkt/some where they see value/some bid levels - 
so not all "apples to apples" 

-still collecting more data- but today’s move should narrow gap further 


(Tim Ruberti) 

Carlyle- Timberwoif A2. See attached for mark history. Client and sales/trading have had 
several discussions throught marking process abt how we come up with number, . Without 
using any model discussions (ie used tabx/abx and underlying cdo markets as reference) . . 
They have not agreed with our process and recently asked other dealers to analyze — say 
that we are off significantly from where other dealers are modeling this. (of course they 
didn't comment when asked where other dealers would bid the bonds).. We are following up 
(today) with all call - where Elisha will ask a bit more abt their methdology for valuing 
bond etc. 


(Ryan Kelly) 

UBS Rrop - We took their mark on the Fort Denison from 93.16 to 40.00 They admit the 
AAA CDO mkt is off substantially but feel that this particular bond.. Being a front 
cashflow (shorter) AAA with a (3yr) ave life would perform better than the junior AAA 
market as a whole. 

Meanwhile, we took Hudson Mezz 06-lA AF AAA from 80.4 to 65. They would llice our thoughts 
as to why Fort Den was marked down so much more. 


The Alt A marks were particularly punitive.. VHMH biggest players lower 

in the CAP structure. Our offerings ate still 10-20 points higher than the marks. Loo)c at 
GSAA 2007-7. 

On financing, said our HC on single A Nim (GSAMP 2006-H£e NIK) (25%-our desk wanted 

to do it at 35%, maybe S0% in two weeks) were by far the most onerous. of all dealers. 
(15-20%) It is simply the reality check of the market that people are not used to. 


Our biggest issue has been with and^BBIIB marks over the course of July for 

7/6/07 7/16/07 7/24/07 7/27/0? 7/31/07 

95.2 95 70 70 45 

87.3 87 . . 00 75 45 

They bought AAA cdos They have communicated to sales that GS is by far an 

outlier and they will never be able to buy another cdo from us based on their lack of 
confidence in understanding how we are coming up with marks. This disucssion was tabled — 
until they saw the month end marks others have provided. See attached for color on current 
situation wrt july month end (bottom line- others caught up but we stick out) 
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marks. Said we were man y many points behind where 
positions. The triggers are bas ed on mark 

for th eir COO positions, it actually iit^acts (Mil 

HBBV They understand that we are providing bid-side 

marks, however they claim that the marks are not actual objective valuations of whether or 
not the bond will actually suffer losses, but rather a reflection of the lack of liquidity 
in the market right now. They have stated that other dealers have provided two sets of 
marks: 1) based on where that dealer would actually bid those bonds for positions and 2} 
based on where the bonds were trade if the market were currently not "broken", so more of 
a fair statement as to the intrinsic value of those bonds . 


issues with their CDO 
other dealers were marking similar 
to markets, so when we send levels 


-were surprised at how low marks were on their { 
our marks later today) -one mark on a 
would be gone by summer ' 08 . 


Ipositions.. {GS submitting 
I deal essentially implied cash flow 


{Nicole Martin) 

Greywolf — see attached. Client traded them away at a much better price 

in discussion on a few sub pcs of Subprime deals that we partnered on in 06. I am 
calling partner there to discuss. 


» Redacted by the Permaneni 
SvbcomfflHtee on investigations 
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From; WInkeMed, Jon (EO 65B30) 

Sent: Thursday. August 02, 2007 8:12 AM 

To; Schwartz, Harvey; Montag. Twn; Broderick, Craig; Mullen. Donald 

Cc; Comacchia, TTiomas 

Subject: RE; Aig collateral call 


Wasn't aware but one thing we're not going to do is con^jroioise on what we think the right 
marks are and our margin process. 

Original Message--— — 

From! Schwartz, Harvey 

Sent: Thursday, August 02, 200? 7:21 AM 

To; Montag, Tom; Broderick, Craig; Mullen, Donald 

Cc: Comacchia, Thomas; Winkelried, Jon 

Subject: Fw: Aig collateral call 

Fyi 

Also cc winks... just in case cassano reaches out to him direct 


Sent from tiiy BlackBerry Wireless Handheld 


Original Message 

From: Aiiredha, Yusuf 
To: Schwartz, Harvey 
Sent: Thu Aug 02 06:49:55 2007 
Subject: FW: Aig collateral call 

I hope you are aware of this? I was not. Looking into it now. 

——Original Message 

From: Wright, Neil 

Sent: Thursday, August 02, 2007 10:44 AM 

To; Sundaram, Ram; Davilraan, Andrew; Sparks, Daniel L; Salame, Pablo; Sherwood, Michael S 
Cc: Aiiredha, Yusuf 
Subject: Aig collateral call 

I am on vacation but was called this morning by andrew forster. Jo Cassano (ceo of aig fp) 
is livid about the collateral call we have made on aig fp this week relating largely. to 
the super senior they have written with us on subprime rmbs cdo's. We are the only 
dealer to have made such a call and they disagree our marks and our process, which they 
say under contract they have the right to obtain and use third party marks in a dispute 
situation. 

Jo Cassano wants to come round and see Woody today about the issue and they are 
threatening to stop dealing with ua across the board unless this is resolved today. I 
don't know who is around/contactable but we need to sort this out and get Woody or Pablo 
on the phone with joe cassano today pis. 

Ram are you co-ordinating this? Can you arrange a conf call? 

® Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. 

This message may contain information that is confidential or privileged. If you are not 
the intended recipient, please advise the sender immediately and delete this message. 

See http://www.gs.com/disclaiffler/email for further information on confidentiality and the 
risks inherent in electronic communication. See http://www.gs.com/disclaimer/eniail- 
salesandtrading.html for in?>ortant risk disclosure, conflicts of interest and other terms 
and conditions relating to the e-mail and your reliance on information contained in it. 
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Goldman Sachs International ("GSI") is authorised and regulated by The Financial Services 
Authority and appears in the FSA register under number 142888. GSI is subject to the FSA 
rules and guidance, details of which can be found on the FSA' s website at 
http;//www. fsa.gov.uk. GSI is registered as a Private Unlimited Con^any in England and 
Wales {Conpany Number 2263951). {VAT registration number GB 447 2649 28]. Registered 
Office as above. 
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Derivative Collateral Dispute Summary 

October 30, 2007 
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Summary Breakdown (in mtlliDns) 


Prioritized disputes 

45% 

2,920 

2,255 

77% 

Additional disputes in the top 15 

35% 

2,267 

1,149 

51% 

Subtotal top 15 

79% 

5,187 

3,404 

66% 

All other oiunterparties 

21% 

1,353 

893 

66% 

Total 

100% 

6,540 

4,297 

66% 


* Overall dispute numbers adjusted with more recent information when available and material. 
Mortage dispute numbers have been esttmated. 
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tonBfiaaauparwniorpoiKen. BurinMarafiMl^ level* irteriwantmaffcBt 
mumnQlnKibetsnWIirhlglwnwBlncalk. Serior tngnrlb peatatantpricr toactu*)(jp4*lKtoH*rttcaS. Wh 
entclpM* M«( c*c*nt m»rt «mn* at Ml uM tvMp ■{|■«l•l• th* diqiol*. 

74% Pr^ry wtono* attfbulaU* U 2 mrior »*da* (tt M Quadrant and $1 .38 Hudaen Man) hr a dflarance 

etfSOW. MS l*anan9]rpo*llno$454M(1/3olth*dnBf*no* an thaSdsdesV NumarDuaeonvannltansIviv* 
taken (iiaeaMAndar* and preduet GanDeOars. For Ota quadrent trad*. «• hare taken dwnSvst^ our 
miMnomethodatooyandtftatmIhamBOadainOtaazaelaOuebratriihrBeaniquotaaforthaaem*. T><eysr* 
cheednsieigfwradiofOilaMOimaton baaad on alia v*«adB(tirey think MOM oade tala OwmnoMrv about 
H.SBMde). Wilt*reaff*r*d«en*d*lnO)acermittafeurm*rMBandOiBiFhav*cladHtad. 


t b »»d c a llaaualhat(aftd*teradueaorerBnv». TradantosalbackonthepiienatwOt 
Atarospenfehot *t* rensfetinp non moropao* daputa appaaia (a be raIsM Is ethareradt dart re kva a . 
Opamlona wS hare a (at ed St* top 10 ahorOy. 


unanaMNd. T)t*ira»rhM«Mnt«(al*i*diDOt^||||||||||||fr. HalaauppoBadlDi^usaowtMcionOtidr 
aid* 8> vwrtr Stroup Ota iaaui . 

4$9 02% PrirnarHy*IMbuMlslottBHMA*ndABXInd»k{S10SM).MHBI*elat(M«a4g*dhtt<r«dffed«y 

marWrail haIrtieoho naiagular baiia. HatorteaDyihayharereiTtariiadiSeaBriOBurlarels. T1tBori0lnalOadsrhi 
ns)S'’0«€HB- TtamtsOarhaabaanaaealaiadioOtalrhaadefFntduciaensel. Our atMng contact (COO 
Mnatani^haaindtaaMOialOtayttllbantarldne Otair bockferOelDbarntenOt and kttfex|MclBOtst they ult 
conteaubalaniialynanBktBita. Hewatnot able lopwvidaaoading eonOaetlsr Ota pedibn alOiialiin*. 
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KiDltilltilii 

I Siiclis I 


Additional Disputes in the Top Fifteen (in millions} 


etIMen et 

fvoduet conirolleis h»v» wKWSjgiggV *»« on Ihelf «We, 'r»c«iI morteao* vsrtanee Is purely or 
W« h wt * good cWTtact §■■■■1 o^ould bs to get some traefiwt now dial the* quarter 
jBWOtf ieement te over. 

%B|^tBime(S«ing on the maiorttr <4 diem trades. Many tr a n s ac B is^ i nWWn Blgofftf- COO mezzanine and 
grado deals. Mortgagetra^ngdesktoaandlng overfevtaedlevelsan sregriw beefs Thebetaneeoldie 
non mortgage Asputaiereiatad to cracSt Operatianav^fhave a Kaloftielep tOlatertoday. 


ASNAMRQBANKN.V. 



334 

36 

77 

SI 

S4 

S4 


S7» ABN dispute is on long KbBion Of Sailor COO, MantradeawtiNnblcd^. TtieeiqiMmionMng 
SBOOmm ABACUS 07S-AC1 v2 off at^raxImaMly 20 pta (SieOmm). Traderte discuasuiWidlent agam. 

14K Miirimddifhfsncwrslatfldtamar^gea. BetarM the di^iiee ia eqi% vid endH dwtvadves C^eretfens will 
hare a ilat of die top 10 today. 

4SK (■Btenda to leg die fflBhwt and oores closer In line when martetasetde. Dipeeted to t« within bld/oetorh» 
nwith enii. 

Ooan to m Asputo overat. 

SSK EssmatodUb^wMownMnMdfoHar. 

49% tneorpiirtlad(HHHaonimen(s above. 


70 


4% 

em 


Hava not histnlcdly bean a alzeble Isaue. (^radons euiTwitty reaaarehing the tfsp^. 

GS Naa eftorad to trade wHh diem and they have dectned and remartod. tHHHHV^d not appear to be 
active in die maAet 
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